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N.J.’S FISCAL CONDITION
INCREASES POTENTIAL
FOR CASINO TAX HIKE

s former chairman of Goldman Sachs, New

Jersey Gov. Jon Corzine clearly under-
stands capital markets. And he will likely be
amenable to the argument that the casino industry in
Atlantic City cannot succeed without access to
affordable capital, and that any increase in casino
taxes threatens to increase the cost of capital.

That is the core rationale that argues against
any increase in New Jersey’s casino revenue tax,
which currently stands at a comfortably affordable
8 percent rate.

As we noted in a 2003 report we conducted for
the Casino Association of New Jersey, which was
successfully used to counter a proposed 2 percent
increase, a hike would forestall capital investment,
make Atlantic City more vulnerable to competition,
and ultimately cost jobs and tax revenue.

Still, clear arguments can often be overwhelmed in the
muddy vortex of state politics. New Jersey faces a very
real problem this year in the form of a projected deficit of
nearly $5 billion. Corzine has already been warning that
the state needs to do more than cut spending to balance
the budget. That means tax increases.
see NEW JERSEY page 2
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Factors impacting casino workers’ ability to do their jobs
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Human resource trends ...

DIVERSE FRONT-LINE EMPLOYEES
FACE LANGUAGE, OTHER CHALLENGES
THAT COULD IMPACT BOTTOM LINE

(Editor’s note: Spectrum Gaming Group and
Richard Stockton College of New Jersey have teamed
to form the Stockton Institute for Gaming Manage-
ment, known as SIGMA. Stockton, our strategic
partner, has developed a survey of front-line employees
in the Atlantic City casino industry. T his detailed
survey offers many insights into the issues confronting
the labor force in Atlantic City. The survey was
directed by Lewis Leitner and Israel Posner of
Stockton, who co-wrote this analysis with Gaming
Industry Observer. Leitner and Posner are Executive
Directors of the Stockton College Office of Professional
Development and Continuing Education.)

Walk through any casino in Atlantic City

and you will witness human diversity in
full bloom. A rich mixture of cultures, ethnicities
and languages is on display. Indeed, the casino
industry is justifiably proud of its commitment to
diversity and has proven to be a viable portal to the
American dream for newly arrived citizens.
Diversity offers clear benefits to the casinos,
including greater access to a wider, motivated talent
pool. The challenges brought about by diversity, how-

ever, are a bit less visible, but are critically important.

From August 2005 through February, 2006,
336 front-line gaming industry employees in
Atlantic City completed a detailed survey developed
by Lewis Leitner and Israel Posner of Richard
Stockton College with guidance from Spectrum
Gaming Group. The survey was taken in connec-
tion with a customer service skill-enhancement
training program that Stockton had initiated.

The results are telling. Minority representation
among casino front-line employees is well above the
national population percentages for Hispanic, African-
American and Asian (including India) groups. Gaming
industry employees in Atlantic City represent one of the
most diverse workforces in American business.

Nearly half the respondents have worked for as
many as three casino employers. This validates the
perception than many gaming industry employees
move among the various employers. As Gaming
Industry Observer has noted numerous times over
the years, tumover can be costly, and could be symp-
tomatic of underlying problems.

Related to that, 42 percent of the respondents would
not recommend a casino job to a spouse or close rela-
tive. This rate of disaffection with gaming industry
employment may predict rates of turnover or absen-
teeism, or both, above the norm. Based on this first
reading of the issue, further study is needed to dig more
deeply into the specific causes of the negative attitude.
see DIVERSITY page 6

GAMING

INDUSTRY OBSERVER/MARCH 20,

2006




Macro trends ...

THREATS TO HOME PRICES
THREATEN CONSUMER SPENDING,
WHICH THREATENS CASINO INDUSTRY

he good news 1is: Casino gaming has been

steadily making inroads as a form of
mainstream entertainment, thus tapping into a
broader range of adults who have discretionary
income.

The bad news is ..

thing. Casinos, particularly in destination resorts,

. well, pretty much the same

have been advancing beyond their gaming-centric
customer base. This naturally translates into a
broader revenue base. But it also links the casino
industry to the vicissitudes of the national
economy.

As that knot tightens, we must again focus on the
potential negatives just over the horizon. Our jere-
miads are coming so frequently that we should prob-
ably print this newsletter on a scroll, but to be quite
candid, the warnings are very real.

We have noted in the past that the savings rate has
dipped into negative territory for the first time since
the Great Depression (Vol. 11, no. 3, p. 8) and that
consumers are increasingly tapping their home equity
to fuel their discretionary spending.

As interest rates rise and housing prices dip, that
source of funding will certainly slow. At the same
time, consumers who borrowed a bit too much while
Interest rates were low are now feeling the pain. Fore-
closures are rising. In January alone, the number of
home mortgages at risk of foreclosure increased by 45

percent.

Save the date
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Looking ahead, the storm clouds continue. About
$500 billion worth of variable-rate mortgages are due
to be adjusted upward soon. That means more
money will shift from discre-
tionary spending to debt ser-
vice, and will likely translate
into some increase in foreclo-
sures, which will put addi-
tional downward pressure on
housing prices.

Since more and more con-
sumers have their personal
wealth tied up in real estate,
the wealth effect will also be
impacted. The “wealth
effect” is a phenomenon in
which consumers increase
their discretionary spending
by about 5 cents for every $1
increase in their net worth.
As the net worth shrinks, the
spending declines.

Data from the Federal Reserve Board underscores
the notion that the fate of industries that are tied to
discretionary spending — such as gaming — is tied
to the value of real estate. In the three-year period
from 2001 through 2004, the typical net worth of
most Americans stayed relatively flat, while savings
declined by 23 percent.

Data from the Federal
Reserve Board
underscores the notion
that the fate of industries

that are tied to

discretionary spending —

such as gaming — 1s tied

to the value of real estate.

For the most recent five-year period, the total
value of real estate grew by 71 percent, while
mortgage debt was up by 75 percent. Older

Americans are more
likely to have their net
worth tied up in real
estate, and older Ameri-
cans are more likely to be
casino customers. In con-
trast with their predeces-
sors, older Americans are
also more likely to have
significant mortgage debt.

As we noted in Vol. 10,
no. 16, p. 8, we estimate
that at least $1.5 billion in
annual casino revenue is
money that consumers
have borrowed. As interest
rates rise and housing
prices tighten, that is
money that will likely evap-
orate in coming years.

The warning signs, of course, do not point to any
sort of permanent decline, and the good news is still
quite good. The ability of casinos to reach a broader
array of adults — and to tap into business markets
through conventions — is still the strongest
prescription for growth. "

N E \ J E R S E Y

The casino industry has worked hard over the
past three years to increase its vulnerability to tax
increases. 1 he industry has steadfastly declined to
develop programs that could educate lawmakers and
key constituency groups throughout the state as to
the industry’s critical role in the New Jersey
economy. At the same time, the industry fought for
an exemption from the recently passed statewide
smoking ban.

That victory will likely be short-lived, and — in
the culture that dominates politics in Trenton — will
be viewed as an IOU. Legislators who agreed to that
exemption will now suggest that casinos need to
repay the favor by agreeing to a tax hike, or to VL Ts
at the Meadowlands Race Track.

In a 10-page complaint filed in U.S. District
Court in Trenton, a coalition of proprietors from the
hospitality industry alleges that the smoking ban vio-
lates state and federal constitutional rights to equal
protection by unfairly exempting casino floors. The
coalition also plans to seek an injunction to put the
smoking ban on hold until the lawsuit is resolved.

That lawsuit could accelerate pressure in

Trenton to include casinos in the bill, though it is

still likely that casinos would be excluded for
another year.

The statewide indoor smoking ban is set to go
into effect on April 15.

If the hospitality industry’s lawsuit is suc-
cessful — which we believe it likely will be —
the courts could order the state to include
casinos in the ban or they could send the issue
back to the Legislature and leave it to the gov-
erning body to decide whether to have an all-
inclusive ban or no ban at all.

We would also note that legislation in the
Assembly to extend the ban to casinos could move
faster than the lawsuit. Assemblyman Jim
Whelan, a Democrat from Atlantic City, has
taken the lead on the issue. Whelan recently sent
out a mailer that trumpets his fight to extend the
ban. Democrats may want to pass the bill to pro-
mote Whelan as an advocate of casino workers,
rendering the lawsuit moot.

There are also proposals on the Senate side to
gradually phase-in the casino ban over a four- or
five-year period. That strategy would almost cer-
tainly be fought by the hospitality industry.

The biggest threat to casinos, however, is not smoke,
but rather the fire of a potential tax increase. n
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Food-and-beverage trends ...

LIKE A FINE SOUFFLE,
CULINARY UNION RISES
TO CHALLENGE IN LAS VEGAS

he Las Vegas casino industry is maturing,

and the relationship between Strip hotels
and the Culinary Workers Union Local 226 is one
of the clearest indicators of the change.

After nearly four years of the five-year deals
between Las Vegas hotels and their union maids and
food-service workers, forces are coalescing and giving
rise to the belief that there will be less rancor and
more cooperation for the May 2007 contract
renewal.

Health-care costs dominated the 2002 talks
between the Culinary and the four big Strip
operators: MGM Mirage, Park Place Entertain-
ment, Mandalay Resort Group and Harrah’s Enter-
tainment.

Hotels wound up paying $3.24 per hour more for
Strip workers, or more than $6,000 per worker, per
year. But most of that increase went into the
Culinary’s health plan.

In 2002, MGM Mirage and Mandalay Resort
Group played the bad cops in negotiations, arguing
for dramatic changes in the Culinary’s health plan,
which still offers no out-of-paycheck deductions.

The union refused to make major changes and
reached deals with the two big operators that

were less willing to play hardball: Harrah’s and

Park Place. Deals with all of the rest of the Strip
operators, including MGM Mirage and Man-
dalay Resort, quickly followed. Some casino com-
panies complained about the rising costs in the
midst of the city’s post-9/11 slowdown while
workers and union officials grumbled about the
small portion of the increase dedicated toward
hourly wages.

The settlements continued a recent trend away
from the contentious history of contract negotia-
tions, a record that included a 67-day strike at most
properties in 1984, a 16-day strike against 15 Strip
properties in 1976, and a four-day walkout in
1970.

One wild card in the 2007 negotiations will be the
long-term goal of Culinary parent Unite Here to
align major contract negotiations on a national basis.
While alignment was important enough to the union
to strike in Atlantic City — and significant enough
for Harrah’s and other operators to essentially allow
a strike — this should not be an issue within Las
Vegas next year; the issue rests with other markets to
align with Las Vegas.

Among the reasons for the improved labor outlook

are a radically changed Strip. Among the many
changes include:

* The booming Strip. Gaming and hotel rev-
enues have been setting records for the past two
years, and new revenue streams from dining, retail,
entertainment, convention centers and spas are
strong. Operators are more profitable and have
more money to spend.

* Operator consolida-
tion. The resulting two
giant Strip hotel companies
(Harrah’s Entertainment
and MGM Mirage) should
the

process less complicated

make negotiation
while increasing the relative
power of the two biggest
operators.

¢ The growing Culinary.
Wynn Las Vegas last year
negotiated a 10-year deal
with its 4,000 Culinary
workers, the longest deal in
Strip history and one that
guarantees Wynn workers the
top wages on the Strip. From about 45,000 workers
in 2002, the union now represents close to 60,000
Las Vegas workers. Culinary consolidation matches
that of the operators, and makes the union a more
potent force.

* Diminished non-union competition. The new
owners of the Aladdin agreed to a Culinary con-
tract last year with its 1,300 food-service workers
and maids, leaving the Venetian and the Imperial
Palace as the lone major casinos without Culinary
deals. While there’s no near-term likelihood that
Sheldon Adelson will back off his distaste for the
Culinary, the Imperial Palace is expected to disap-
pear soon to make way for a major Harrah’s Enter-
tainment redevelopment project that could rival or
even surpass the scope of MGM'’s $7 billion City-
Center or Boyd Gaming Corp.’s $4 billion Ech-
elon Place.

® Strong demand for some Culinary workers.
The boom in upscale and celebrity chef restaurants
and buffets has created an exceptionally strong
demand for master chefs, cooks and other gourmet
restaurant jobs. Cocktail waitresses are another hot
commodity. Although the competition for some less-
skilled Culinary jobs — including maids and porters
— is not nearly as heated, operators know that
exceptional customer service separates three-, four-
and five-star resorts. Strip hotels want to train their
maids well and retain them.

* The upscale trend. High-end and ultra-high-

end properties are replacing older hotels up and

Operators know that

exceptional customer
service separates three-,
four- and five-star resorts.
Strip hotels want to
train their maids well

and retain them.

down the Strip. Upscale hotel guests demand better
service, which requires talented and motivated staff.
Labor conflict isn’t the way to get there.

* Culinary creativity. The Culinary’s top offi-
cial in Las Vegas, Secretary-Treasurer D.
Taylor, is innovative and is widely respected by
operators. The union has made major efforts
changing the way health care is delivered, giving
incentive to workers to use
low-cost generic drugs and
focusing on Southern
Nevada-wide health care
1ssues.

The key elements in the
long-term trend toward
operator-Culinary coopera-
tion are related to the
maturing of the industry.
As the union matures, its
enlightened leadership has
focused on ways to work to
reduce costs and improve
the value of the services for
which it pays.

And the people running
MGM Mirage, Harrah’s, Wynn Resorts and
Boyd Gaming are some of the most progressive
people in business — not just the casino
business. The companies benefit from being rela-
tively new. They do not have decades of experi-
ence doing it one way, which would require them
to abandon that experience when they consider
new approaches. The Las Vegas operators have
grown up, and the leading players on the Strip
are smart companies.

The ongoing Strip expansion will lead to even
greater competition for skilled workers, and the
Culinary represents many of them. Right now, Strip
operators are focused on cooks and master cooks.
But by 2010, when CityCenter, Echelon,
Adelson’s Palazzo and Wynn’s Encore are slated to
be in place — not to mention likely replacements for
the New Frontier, Tropicana, Riviera and Imperial
Palace — the struggle for quality workers will get
even fiercer. The range of job skills in high demand
1s likely to be greater.

And that growth will also change the operator-
Culinary relationship. Future plans and current
success make partnership much more fruitful
than disagreement, and LLas Vegas operators and
the Culinary leadership are savvy enough to
realize it. Contention won’t disappear, but
expect hotels and the union to increase their
efforts to partner on issues like health care, job
training and severance for workers displaced by

hotel redevelopment. ]
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Cluster analysis

e cluster analysis used in this newsletter breaks down as follows: The Atlantic City Hilton and Tropicana comprise the Route 40/Exit 2 cluster; Caesars and T rump
Plaza are the Expressway cluster; Bally’s and the Sands are the Brighton Park cluster; Resorts, Showboat and Trump Taj Mahal are the Inlet cluster; Harrah’s, Trump

Marina and Borgata are the Marina cluster. Caesars cluster (not included in the totals) is Bally’s and Caesars.

ATLANTIC CITY TRANSPORTATION DATA, YEAR ENDING JAN-06

NO. OF BUS YEAR-TO- MONTH-TO- NO. OF BUS CHANGE ESTIMATED NO. OF MONTH-TO- ESTIMATED NO. OF CHANGE
PASSENGERS, YEAR MONTH PASSENGERS, YEAR FROM YEAR CARS PARKED, YEAR-TO-YEAR MONTH CARS PARKED, YEAR FROM YEAR
JAN-06 CHANGE CHANGE ENDING JAN-06 ENDING JAN-05 JAN-06 CHANGE CHANGE ENDING JAN-06 ENDING JAN-05
AC Hilton 48,546 33.5% 13.8% 662,053 1.7% 53,701 27.8% 26.8% 606,239 -1.5%
Bally's 77318 17.5% 20.8% 1,041,172 -14.8% 107,501 31.2% 10.6% 1,291,541 5.0%
Borgata 88 -85.4% -71.0% 6,412 -6.5% 143,915 5.0% 10.3% 1,818,859
Caesars 40,781 27.9% 18.9% 583,948 0.6% 103,244 51.1% 16.3% 1,154,998 19.5%
Harrah's 4,012 -20.1% 6.0% 65,807 3.3% 112,429 23.0% 11.8% 1,411,685 6.6%
Resorts 33,953 27.5% 18.5% 490,404 -17.3% 31,060 25.8% 1.2% 410,309 9.9%
Sands 25,734 -22.6% 26.6% 454,400 -26.6% 34,272 52.0% 10.7% 410,448 20.0%
Showboat 53,793 10.1% 20.9% 855,999 9.2% 109,953 37.4% 3.4% 1,428,567 12.1%
Tropicana 37,505 16.0% 13.3% 591,990 5.9% 110,228 23.8% 6.8% 1,365,887 57.4%
Trump Marina 6,375 -24.3% 17.6% 108,299 -13.7% 33,166 -12.4% 3.7% 513,440 -15.4%
Trump Plaza 36,636 -3.4% 22.3% 725,606 -13.1% 34,954 -14.8% -0.7% 559,407 -14.6%
Trump Taj Mahal 40,527 1.4% 12.2% 625,750 0.7% 63,557 1.7% 8.7% 885,814 -9.0%
Total 405,268 11.1% 18.1% 6,211,840 -6.2% 937,982 20.5% 9.8% 11,857,194 6.4%
ATLANTIC CITY CLUSTER ANALYSIS
NO. OF BUS CHANGE ESTIMATED NO. OF CHANGE ESTIMATED NO. OF CHANGE CHANGE ESTIMATED WIN PER CHANGE CHANGE
PENDNGIANGS | ENDINGIANDS | ENDINGJAiusé | ENDINGJANDS | ENDINGjAniai | ENDINGJANDS | ENDINGIANY | ENDINGIANDS | ENDINGIANGS | ENDING AN
Route 40/Exit 2 cluster 1,254,043 6.9% 1,972,126 32.9% 5,789,933 26.3% 24.8% $128 -11.1% -12.1%
Expressway cluster 1,309,554 -1.5% 1,714,405 5.7% 5,252,686 2.1% -1.1% $158 -0.2% 0.7%
Brighton Park cluster 1,495,572 -18.8% 1,701,989 8.2% 5,410,147 -0.9% -14.4% $154 0.1% 12.7%
Inlet cluster 1,972,153 -1.3% 2,724,690 4.0% 8,238,940 2.6% 3.4% $148 3.0% 4.8%
Marina cluster 180,518 -1.9% 3,743,983 -2.7% 8,791,680 -2.8% 27.2% $165 10.1% 11.1%
Total 6,211,840 -6.2% 11,857,194 6.4% 33,483,386 3.8% 7.5% $151 1.4% 4.3%
Caesars Cluster 1,625,120 -9.9% 2,446,539 11.4% 7,252,160 5.8% -5.6% $163 -2.4% 4.7%

Benchmarking snapshot: Est. gaming position hours per visitor trip
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Regulatory trends ...

ADOPTING NEW TECHNOLOGIES
BEGINS WITH CHANGES
IN PUBLIC POLICY AT STATE LEVEL

Editor’s Note: Spectrum Gaming Group, parent
company of Gaming Industry Observer, testified ear-
lier this month before the New Jersey Senate
Wagering, Tourism & Historic Preservation Com-
mittee on the subject of new gaming technology. The
committee seeks to understand the competitive advan-
tages that Atlantic City casinos could gain by the
approval of such technology, notably handheld
gaming devices such as those under consideration in
Nevada. The following is Spectrum’s testimony
before the committee.

We applaud this committee’s efforts to deter-

mine what the state can do to help the
casino industry harness the power of new technology
to help ensure Atlantic City’s long-term competitive
position. The real challenge, however, is to deter-
mine how the state can help casinos take advantage
of technology without touching the third-rail of
casino regulation: integrity.

Some of the more exciting technologies on the
horizon — and even some of the long-standing
technologies that have long been off-limits to
casinos — cannot be fully implemented, nor can
their benefits be fully leveraged, until the Legisla-
ture clarifies state policy and draws bright lines that
cannot be crossed.

For example, one of the more promising tech-
nologies is the use of handheld gaming devices
that can be used to place bets off the casino floor.
Nevada regulators are expected to adopt regula-
tions next month to implement this form of remote

wagering, with certain restrictions that are

designed to ensure that public policies are upheld.

Restrictions include assurances that wagering will
be limited to certain public areas such as restau-
rants and poolside, and would not be allowed in
hotel rooms or parking garages. The technology is
in place to ensure that only the person registered
to use the device is placing the bet, and the
devices can be designed to shut down if unusually
large amounts are wagered in short periods of
time, as a bulwark to help ensure that problem
gambling is not exacerbated by the new
technology.

Nevada’s public policy is very different from
New Jersey’s, yet Nevada regulators would take
umbrage at any suggestion that their rules have in
any way compromised the integrity of gaming.
New Jersey, however, is not a state with slot
machines at airports or convenience stores. | he
longstanding public policy in New Jersey is that
gaming can only take place in approved areas in
which minors are not allowed, where there 1s com-
prehensive camera coverage and surveillance per-
sonnel available to view any wagering taking place
in real time.

Such a decision to clarify public policy will not be
easy, but we suggest it is necessary. Gaming, partic-
ularly in destinations such as Atlantic City and Las
Vegas, is evolving into entertainment, and casino
operators with long track records have earned the
right to participate in technologies that offer the
promise of increasing their returns without compro-
mising integrity.

The absence of clear public policy in this
area has long hampered the industry’s ability
to maximize its returns, and not just with
new technology, but with existing technolo-
gies as well. Consider that we have long
been evolving into a cashless economy, in
which even the most mundane, every-day ser-
vices can be paid for without ever having to

exchange coins or currency. Casinos are not

there.

With few exceptions, most wagering at casinos
anywhere requires currency to initiate the process.
One reason has been that any efforts to move
toward a truly cashless system have often turned into
public-relations nightmares, generating a lot of heat,
but precious little light. However, society — like the
casino industry and like technology — is evolving,
and the time has come for public policy in New
_]ersey to address these Issues, subject to necessary
controls.

In the early 1990s, Sen. Bill Gormley
and then-Casino Control Commission Chair
Steven Perskie led a veritable revolution
in the regulation of gaming, without any
compromise regarding the integrity of
gaming. The casino industry and the state
of New Jersey are still reaping dividends
from those efforts.

The current climate would allow for a similar
reform movement. Like today, the early 1990s were
a period in which Atlantic City faced the prospect of
competition from outside the borders of New Jersey.
Just as they were in the early 1990s, regulators
today appear ready, willing and able to implement
reforms. Indeed, with few exceptions, the staffs of
the regulatory agencies include many of the same
personnel who guided and implemented those
changes in the 1990s.

Regulators need two things from Trenton:
Clear public policy that they must implement, and
the resources necessary to implement those public
policies.

We do not — and would never suggest — that
integrity needs to be compromised. The changing
realities of technology and society need to be
addressed. The time has arrived not to drastically
alter public policy; merely to clarify it. Such deci-
sions can only be made at the legislative level, not
the regulatory level. .

Benchmarking snapshot: Est.pct. of time gaming positions are occupied
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D I \' E R S I T Y

The survey notes that 40 percent of respondents
are unsure they will remain in the industry till retire-
ment. This may be an indicator of significant work-
force turnover in the coming years.

Some 40 percent of respondents anticipate having to
work during their retirement years and another 40 per-
cent are uncertain regarding this question. This may
indicate that the nature of retirement for many casino
front-line employees will include at least part-time work.

Diversity creates its own set of challenges that
need to be addressed. Only half of the employees
who state they need “English as a Second Lan-
guage” training have received it. This creates the
potential for communication problems between
workers, management and customers.

With 20 percent of workers reporting difficulty in
understanding their supervisors’ communications,
this creates the potential for errors on the job and
frustration between workers and supervisors rises.

At the same time, 40 percent of workers report
difficulty in understanding their co-workers. This
creates an even higher potential for errors on the job
and frustration between co-workers. Notably, nearly
half the respondents report difficulty in under-
standing customers. This circumstance potentially
jeopardizes customer satisfaction and loyalty.

The high level of reported difficulty in under-
standing what customers are saying is one of the
most enlightening data points within the entire
survey. Management should be extremely concerned
when such a high percentage of its workforce has dif-
ficulty understanding customers. This could do
more than annoy customers. Workers who have dif-
ficulty communicating with the most important
people on site are likely to avoid contact.

Employees who do not understand customer
requests are bound to cause a reduction in customer
satisfaction and loyalty. Customer satisfaction has
been measured and found to positively impact cus-
tomer loyalty. There are important economic bene-
fits in increasing customer satisfaction and, thereby,
customer loyalty. Further studies will attempt to
understand how communication problems may be
impacting the bottom line in the gaming industry.

The gaming industry has been a willing adopter
and user of English as a Second Language pro-
grams. In fact, the survey shows over 90 percent of
front-line employees are reasonably comfortable in
speaking English. The deeper problem seems to be
communicating and understanding what is being said
during interactions between workers, supervisors and
customers. Speaking English and understanding
more complex communications between individuals
or groups are two very distinct competencies.

Communication training programs specifically

Stockton Survey of Atlantic City front-line employees: Demographics I

If you were not born in US, how long
have you lived in the US?

e.g., China,Japan,

(e-.g., India)

SOURCE: SIGMA/PDCE

Race/Ethnic Origin

Hawaiian/Pacific
Asian Islander
Pacific Rim 1%

American
Indian/Alaskan
Native
orea, Vietnam) A

8%

Asian
Sub-continent

13%

Number of years employed in the
casino industry

30 or more
0%

Stockton Survey of Atlantic City front-line employees: Demographics Il

SOURCE: SIGMA/PDCE

Education level

Graduate
Education

8%

4-yr College
Degree
11%

designed to enhance the interactive speaking and
listening abilities of employees seems to be called for.
In fact, 54 percent of the survey respondents noted an
interest in taking communication skills programs that
would enhance their speaking, listening and under-
standing skills.

Posner and Leitner compared the length of
employment of workers against the responses about
having difficulty understanding customers. Looking
at those who checked off “sometimes,” “often” or
“always” on this question, there is very little vari-
ability regarding difficulty in understanding based on
number of years of employment. Interestingly,
whether an individual has less than four years of
experience or as much as 20 years of experience,
about 40 percent to 45 percent of the respondents
with differing years of experience check off either
“sometimes,” “often” or “always” on this question.
The “understanding customers” problem does not
diminish based on years of employment. Additional
research is necessary to garner a clearer picture of the
factors behind this finding.

Posner and Leitner believe the survey offers sev-
eral benefits to the industry, including opening a new
window into employees’ fears and concerns.

Many of the attitudes and opinions expressed are

indicators of issues that potentially interfere with highly
productive and effective work. Gaming management
has the opportunity, with the awareness this survey
offers, to continue to focus more resources on mitigating
some of the negative attitudes and problems.

Human resources are a critical asset in the gaming
industry, Leitner and Posner note. While technology
has replaced some jobs on the casino floor, the
gaming industry will remain a major employer in all
the communities in which it operates. Good
employee relations are critical for good customer
relations. The investment in human talent is enor-
mous. The cost of turnover, absenteeism, poor com-
munication, low productivity and morale needs to be
minimized in all industries, but especially in service
industries whose success is based on constant face-to-
face customer service.

The survey clearly indicates a high potential for
communication problems between workers, supervi-
sors and customers. Communication problems are
often the cause of problems on the job including such
things as difficulty in understanding job responsibili-
ties, safety instructions, customer requests, supervi-
sory requests, co-worker requests, and written
information.

(T his analysis will continue in coming issues.) =

GAMING

INDUSTRY OBSERVER/MARCH 20,

200¢6






Pennsylvania update ...

SMART FIELD OF OPERATORS
AT RACINO STARTING LINE
HAVE LIMITED CAPITAL INVESTMENT

en it comes to Category I licensees in

Pennsylvania, the gaming gods are smiling

on the Keystone State. Despite a burdensome tax

rate approaching 55 percent, the Category I appli-

cants — who will operate racinos at seven racetracks

across the commonwealth — are doing their level
best to create attractive destinations.

At our recent Pennsylvania Gaming Congress,
four of the racino operators gave previews of their
properties. Interestingly, the combined capital invest-
ment at these four properties roughly equals the ini-
tial capital investment in Borgata Hotel Casino &
Spa in Atlantic City. Still, these are smart operators
who have the ability to leverage those smarts to make
up for what is clearly limited capital.

Harrah’s Entertainment (which will operate
Harrah’s at Chester Downs) will invest about $400
million in the facility south of Philadelphia, which
will include a 100,000 square foot casino, a 400-
seat buffet, a 150-seat restaurant and a 130-seat
sports bar, as well as a harness track.

Others will spend less, but are still leveraging their
limited dollars into attractive facilities that will be local
magnets within their designated areas. John
Finamore of Penn National noted that his company
plans to invest about $262 million (including the $50
million license fee) at its eponymous property near
Harrisburg, which will include a fine-dining restau-
rant, a sports bar and food court. Penn National is
razing its grandstand, and rebuilding a facility from
scratch that will have a Hollywood theme.

Ted Arneault of MTR Gaming expects to

invest about $240 million in its Presque Isle Downs

O

property in western Pennsylvania.

Bobby Soper of Mohegan Sun, which had ear-
lier indicated it would invest about $ 180 million (not
counting the $50 million license fee) in its Pocono
Downs facility in the Scranton-Wilkes Barre area,
acknowledged there will not be “as many custom fin-
ishes” as would otherwise be warranted with a new
facility. Still, he said, Pocono Downs will serve other
valuable purposes, including identifying customers
who might want a more complete gaming experience
at the tribe’s flagship property in Connecticut.

Philadelphia Park, which had to be scratched
from the conference at the last minute due to illness,
is also expected to be an attractive local facility.

Pennsylvania’s policymakers must acknowledge
some important facts in their quest to build a gaming
industry from scratch. High tax rates are a burden.
Operators such as Harrah’s, Mohegan Sun and Penn
National, among others, are not only experienced, but
they also enjoy a relatively low cost of capital, and the
ability if needed to amass huge sums of capital. Penn-
sylvania has lost an opportunity in not encouraging
these companies to flex their financing muscles.

Lower tax rates would have generated more investment,
which could ultimately have led to greater tax revenues.

The next states in the Northeast and Mid-Atlantic
to take the plunge into legalized gaming could do
more than learn a lesson from Pennsylvania; they
could outright give their new gaming properties a sus-
tainable competitive advantage by putting the total
tax/obligation rate at, say, 35 percent.

But they will not do this. State legislatures today,
without fail, these days view gaming as a direct rev-
enue source, not a means of economic development.
As such prospective operators, Maryland, Ohio,
Kentucky and Massachusetts can expect to redirect
at least 50 percent of their revenue to the state trea-
sury, horsemen’s funds or other obligations. n
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