


programs to foster loyalty and encourage repeat visitation.
VIP parties, golf outings and even trips to major sporting
events are all designed to keep these customers loyal to the
property. And they are right in doing so because this small
cadre of customers is highly profitable.

The flaw in this strategy is that the casino becomes
dependent on a small and finite group of customers that are
not easily replaced. The arrival of a new competitor
coupled with the loss of just a few hundred premium play-
ers can have a significant impact on a casino's operating
results. When these customers leave to play at a more
attractive property, the casino operator is still left with
paying debt service on its suites and staffing their pre-
mium restaurants. One need only look at Las Vegas to
identify properties that once catered to premium customers
only to have seen those customers move on to newer
properties.

Not all gaming companies have fallen prey to this strat-
egy. Harrah's success is predicated, in large part, on its
ability to focus on the middle-income gambler. Their prop-
erties are attractive and nicely appointed but, for the most
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part, the company ‘eschewed elaborate suites and other
expensive amenities in favor of developing properties that
catered to a more stable market. Harrah's has long realized
that there is tremendous value in the middle market.

Today, as casinos of all sizes rush to build VIP suites,
private lounges and golf courses, they should take a moment
and look at those segments of their databases that may be
neglected and ask several questions. How can the middle
market customer be better served? What amenities and
marketing programs need to be developed to foster loyalty
among this segment?

An old axiom in the hospitality industry states that the
hotel that tries to be all things to all people winds up being
everyone's second choice. ThlS does not hold true in the
gaming industry. Casinos need to cater to multiple market
segments in order to maintain a stable flow of profits. Just
look at the airline industry for evidence of this. &

Andrew Klebanow is principal of Klebanow Consulting.
He can be reached at (702) 547-2225 or by email at
Klebanow@att.net.
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