Video Gaming Terminal Licensing 25-0750

According to a 2020 academic study on the Illinois market, casino slot revenue declines by only 0.05%
for every 1% increase in VGT revenue, proving the impact is marginal and the substitution is incomplete.

Reports from the Illinois Commission on Government Forecasting and Accountability consistently show
that the overall tax revenue from gambling has increased following VGT implementation,
demonstrating market expansion.

https://www.researchgate.net/publication/345804199 The Impact of Video Gaming_Terminals on_Ca
sinos_and_State_and Local Tax_ Revenue (Exhibit A)

https://ugaminggroup.com/how-illinois-small-businesses-can-grow-revenue-with-video-gaming-
terminals/#:~:text=Here%?20are%20a%20few%20ways,introduce%20a%20consistent%20revenue%20str
eam. (Exhibit B)

‘Bars and restaurants are ideal candidates for video gaming. In a competitive industry with notoriously
thin margins, the added revenue from VGTs can be a game-changer. Not only can VGTs increase profits
but those profits can be used to benefit all customers—gamers and non-gamers alike—and keep them
coming back. Here are a few ways bars and restaurants can benefit from video slots:

Prevent high failure rates. It’s no secret that the bar and restaurant industry has a high failure rate. And,
it’s hard work. By installing VGTs, bars and restaurants can immediately introduce a consistent revenue
stream. In fact, the average VGT-equipped business earned $9,300 in gross gaming revenue according to
the IGB in April of 2024.

Use profits for upgrades. Just about every bar and restaurant owner wants to invest back into their
business. The problem is, upgrades can be large expenditures. With added revenue from VGTs, bars and
restaurants can upgrade kitchens, decor, infrastructure, entertainment equipment and more.’

1. Academic Study on Minimal Casino Impact

e Source Title: The Impact of Video Gaming Terminals on Casinos and State and Local Tax
Revenue
Authors: Phipps, Erin Hazel; Nichols, Mark W.; Guerrero, Federico
Publication: Public Finance Review, Vol. 48, No. 5, pp. 650-675, September 2020.
Key Findings:
o Casino slot revenues decrease by about 0.05% for each 1% increase in VGT
revenues, showing a small and non-significant substitution effect.
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o Overall tax revenue from gambling (casino + VGT) has increased for the state,
confirming market expansion.
e DOI/Link: DOI: 10.1177/1091142120945684 (Y ou can use this DOI to search for the full text
or abstract on your institution's library or search engines like Google Scholar).

2. Government Data on Revenue and Market Scale

These sources provide official data on the size of the VGT market, the tax revenue generated, and its
contribution to local governments.

Source Title: Wagering in Illinois Report (Annual Publication)
Author/Publisher: Illinois Commission on Government Forecasting and Accountability
(CGFA), a nonpartisan legislative agency.
e Key Findings:
o Confirms the massive scale of the VGT market (e.g., over 49,000 VGTs generating
billions in Net Terminal Income).
o Provides data on the direct tax revenues transferred to local governments
(municipalities/counties), which is the basis for your local economic benefit argument.
o Documents the overall increase in statewide gaming revenue since VGT introduction,
supporting the market expansion theory.
e General Link (for reports): Search the CGFA website for their "Wagering in Illinois Report."
o Example Search Term: "lllinois Commission on Government Forecasting and
Accountability Wagering in Illinois Report"

3. Industry Analysis on Small Business Benefits

This source supports the argument that the VGT revenue is a vital, stabilizing force for local, small
businesses and social clubs.

e Source Type: Economic Analysis / Industry Report (Multiple industry reports make similar
points)
e Key Findings:

o VGTs are proven to increase dwell time and foot traffic in bars, restaurants, and other
licensed establishments, leading to increased non-gaming sales (food, drinks).

o The revenue provides a consistent stream of income to businesses with traditionally thin
profit margins, helping them invest in the venue, cover costs, and remain viable
community hubs.

e General Link (for industry analysis): Various industry white papers often cite IGB data. For
example, search for analyses by major VGT operators or gaming groups.

o Example Search Term: "How Illinois Small Businesses Can Grow Revenue with Video
Gaming Terminals" (This is often found in reports by terminal operators like UGG
Gaming Group or others who compile IGB data.)



Exhibit A

M) Check for updates

Article
Public Finance Review
2020, Vol. 48(5) 650-675
° © The Author(s) 2020
The I m PaCt Of V|deO Article reuse guidelines:
. . sagepub.com/journals-permissions
Gami ng Terminals DOI: 10.1177/1091142120945684
journals.sagepub.com/home/pfr
on Casinos and ®SAGE

State and Local
Tax Revenue

Erin Hazel Phipps'?, Mark W. Nichols?®,
and Federico Guerrero?

Abstract

In 2012, lllinois passed legislation allowing video gaming terminals (VGTs)
outside of casinos. This legislation was passed to increase tax revenues from
gambling in a market that had seen decreases in revenues and admissions
over the past 8 years. VGTs may substitute for casino gambling and have a
negative impact on casino and tax revenue. Using ordinary least squares and
vector autoregressive models, we find that casino slot revenues decrease by
about 0.05 percent for each | percent increase in VGT revenues. Admis-
sions decrease by about eleven people per VGT. A Granger causality test
suggests causation is running from VGTs to admissions. Thus, there is
substitution between VGTs and casino gambling but not so large as to
reduce tax revenue. Overall tax revenue from gambling, both casino and
VGT, has increased for lllinois. However, local communities where casinos
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are located have experienced declines in casino tax revenue that have
exceeded the gains from VGT revenue.

Keywords
casino gambling, video gambling, state and local tax revenue

Prior to 1991, casino gambling was legal in Nevada (1933), New Jersey
(1976), and South Dakota (1989). Today, commercial casino gambling,
excluding Indian casinos, is legal in twenty-four states and generates over
US$40 billion in annual revenue.' This revenue is an important tax base for
states and totaled $9 billion in 2015, accounting for three to four percent of
casino states’ tax collection, on average.

Illinois legalized and began operating casinos in 1991 and was one of the
first states outside of Nevada, New Jersey, and South Dakota to do so. Yet, as
will be demonstrated below, casino revenue in Illinois (and several other states
with a mature casino industry) has been declining, and with it the correspond-
ing tax revenue. In response to this, in September 2012, the state of Illinois
voted to allow video gaming terminals (VGTs) in entities other than traditional
casinos, thereby becoming one of the few states other than Nevada to allow
video gaming in bars and other sanctioned locations outside of casinos (The
Video Gaming Act, 230 ILCS 40, 2009).

The law allows for the operation of at most five VGTs at retail establish-
ments that serve alcohol as well as truck stops, fraternal halls, and veterans’
halls. As of 2017, bars comprised 90 percent of VGT establishments, with
veterans’ halls (4.8 percent), truck stops (4.3 percent), and fraternal halls (1.6
percent) making up a small minority. After legalization by the state, munici-
palities could opt out of VGT legalization by ballot measure, while for unin-
corporated areas, a county board could decide. The law also stipulates that
establishments within 1,000 feet of existing casinos and within 100 feet of
schools or places of worship are not permitted to receive licenses to operate
VGTs. While the fact that municipalities could exclude themselves from
VGTs introduces the possibility of selection bias, VGTs are very widespread
throughout the state, with only 128 municipalities prohibiting VGTs, whereas
1,066 municipalities allow them. In our sample, only two of ten casino
communities, Des Plaines, an independent suburb of Chicago, and East St.
Louis prohibit VGTs. Chicago is the most notable city to prohibit VGTs. The
reasons for communities opting to prohibit VGTs are not clear.
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At the end of 2017 (the end of our sample period), there were nearly
27,000 VGTs at over 6,000 establishments. While several states have
video lottery terminals (VLTs) that are operated by the state lottery, Illi-
nois is the first state outside of Nevada to have VGTs in multiple, non-
casino locations and have a substantial commercial casino gambling
industry.

This article examines the degree of substitutability (or complementarity)
that may exist between VGTs and casinos and the likely fiscal impact of this
legislation. Will expanded VGTs increase tax revenue for the state or will
VGTs substitute for casino gambling sufficiently to neutralize or reduce tax
collections? What about local communities where casinos are located?
These questions are explored using data on the number and revenue of
VGTs and various casino measures (revenue and admissions). Specifically,
this study examines the effect of VGT revenues and the number of VGT
machines on casinos through six state-level measures: total casino revenue,
casino slot machine revenue, casino table game revenue, number of slot
machines in casinos, number of table games in casinos, and the number of
admissions to casinos. Admissions are calculated using turnstiles installed
in all Illinois casinos that tally each person entering a casino. From these
models, impacts on the state as a whole and the communities where casinos
are located are estimated.

This is an important topic for gambling markets because it will help state
and local governments better understand the fiscal implications of allowing
VGTs (or other forms of casino-style gambling) outside of casinos, inform-
ing their decisions on slot machine distribution, tax rates, and revenue
sharing between state and local governments. In 2018, Missouri, Indiana,
and Mississippi were considering legislation to allow VGTs (Sieroty 2018).
Casino owners in Missouri have expressed concern about how this legisla-
tion may impact their own revenue. If casino gambling is reaching a mature
industry status and gambling revenues and tax collections growth slows or
declines, states will be under pressure to reduce expenditures or find alter-
native sources of tax revenues. Expanding existing forms of gambling may
be an appealing source, so the spread of VGTs in Illinois provides a unique
and interesting case study.

There exist few, if any, previous studies that have examined the impact
of the widespread introduction of slot machines outside of casinos on casino
revenue and tax revenue. This is largely due, as noted above, to the fact that
Illinois is one of the few states, if not the only state, other than Nevada, to
have such an industry structure. The only study we were able to find was
Marfels (1997) who studies the introduction of VLTs in Canada (Manitoba
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and Nova Scotia) and the United States (South Dakota, which only allows
commercial casinos in one city, Deadwood). Marfels (1997) concludes that
VLTs had no impact on casinos. However, the study was conducted when
both casino gambling and VLTs were relatively new and casino gambling
was less widespread. Moreover, no formal empirical model is estimated to
control for base trends or other factors. Rather, the conclusion is reached by
showing that both VLT and casino revenue were growing over the sample
period. Paton and Vaughan Williams (2013) examine the impact of the
introduction of fixed-odds betting terminals in licensed betting shops in the
UK on the number of gambling machines in other facilities such as casinos
and pubs. They find no evidence of a reduction of machines in other venues
although licensed betting shops do substitute the fixed-odds betting
machines for traditional gambling machines. However, the comparison of
results in the UK is imperfect as Paton and Vaughan Williams (2013) note
that the strict limits imposed on number and payout of machines in the UK
and relatively small size of the casino industry make comparisons with the
United States tenuous.

The substitutability or complementarity of different forms of gambling
on one another, specifically the relationship between the revenues of the
different forms of gambling, has been more broadly studied, and, while not
conclusive, finds that different forms of gambling substitute for one
another, although not necessarily dollar for dollar. Walker and Jackson
(2008) provide one of the more extensive analyses of the relationship
between various forms of gambling, specifically casinos, horse racing, dog
racing, and lottery. Walker and Jackson (2008) find that casino revenue and
lottery sales and casinos revenue and dog racing handle are substitutes for
one another but that horse racing handle and casino revenue have a com-
plementary relationship as does Indian casino square footage and casino
revenue. Casinos in neighboring states, however, are substitutes for casinos
in the existing state.

Several studies find that casinos in close proximity to one another are
substitutes (Nichols 1998; Walker and Nesbit 2014). Gallagher (2014)
examines the Illinois market between 1994 and 2006 and finds that the
number of competing casinos as opposed to the size of competing casinos
is the factor driving substitution. Importantly, and relevant to this study’s
findings, Gallagher (2014) finds that much of the substitution is due to a
decrease in patronage or number of visitors to the casino, with spending per
patron declining, but not significantly. Marionneau and Nikkinen (2017)
provide a thorough review of the above and various other studies and con-
clude that new gambling products generally substitute for one another but
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incompletely, resulting in an expansion of the gambling industry overall
when a new form is introduced.

The results from this study suggest that there is a statistically significant
relationship between VGTs and casinos, with VGTs negatively impacting
the casino market. Specifically, the main effects are through casino and slot
revenues and casino admissions, with the latter being most significantly
impacted. Similar to Gallagher (2014), admissions appear to be the main
source of revenue substitution, given that revenue per admission remains
essentially constant after the introduction of VGTs. Based on a vector
autoregressive (VAR) model and Granger causality test, the decrease in
admissions is being “caused,” in the Granger sense, by an increase in the
number of VGT machines. While this effect is clear and significant, its
persistence is unclear at this stage, and, as concluded by Marionneau and
Nikkinen (2017), the substitution is incomplete and Illinois’ gambling mar-
ket, in terms of casino and VGT revenue, has expanded as have statewide
gambling tax revenues.® In contrast, however, communities where casinos
are located have experienced a decline in overall tax revenue, as the
decrease in casino and admissions tax revenue has exceeded the increased
VGT tax revenue.

Data and Empirical Methodology

Data for this article are gathered from reports provided online at the Illinois
Gaming Board website. Two forms of data were merged together: riverboat
casino monthly reports and video gaming monthly reports. For casinos, we
have data on total revenue, slot revenue, table revenue, number of slot
machines, number of table games, and number of admissions. For VGTs,
we have data on total VGT revenue and the number of VGT machines. All
monetary variables are expressed in real terms and are adjusted to January
2018 dollars using the Consumer Price Index (CPI). Casino data during the
Great Recession causes nonstationarity issues and, given that VGTs were
not legalized until 2012, the sample selected for our regression analysis is
from January 2013 to December 2017. The first four months of VGT data
(September to December 2012) are omitted due to the rapid growth during
this period which also introduces nonstationarity issues and is not represen-
tative of longer-run growth trends.

Table 1 provides descriptive statistics for various casino revenue and
admissions variables as well as VGT revenue, machines, and establishments
for our regression sample period, 2013 to 2017. To emphasize that casino
revenue and admissions were declining prior to the legalization of VGTs,
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Casino Revenue and Admissions 2009-2017
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Figure 1. lllinois monthly casino revenue and admissions (2009 to 2017). Casino

revenue and admissions both show declining trends over time.

the descriptive statistics for the casino variables are also reported for 2009
and 2017. Averages for VGT revenue, machines, and establishments are
also provided separately for 2013 and 2017.

Over the sample period of 2013 to 2017, casino revenue averages $125
million per month, with the large majority (81 percent) being slot revenue.
Average casino revenue per admission is $115. VGT revenue over 2013 to
2017 averages $74.18 million per month, from a monthly average number
of machines of 19,319.

In 2009, monthly average casino revenue was $138.37 million, but by
2017, this had fallen to $82.62 million. Revenue per admission, however,
remained relatively constant, averaging approximately $115 in 2009 and
$121 in 2017, even though the number of monthly admissions declined
from an average of 1.2 million in 2009 to nearly 912,000 in 2017. The
average number of slot machines decreased slightly from 10,071 to
10,015, whereas the number of table games increased from 236 to 303. The
growth in VGTs can be seen by comparing 2013 with 2017. In 2013,
monthly VGT revenue averaged $26.77 million but had increased to
$110.37 million in 2017, surpassing average monthly casino revenue. The
average number of VGT machines also notably increased during this time,
from 8,230 in 2013 to 26,812 in 2017. Moreover, the average monthly
revenue per machine increased over this period from $3,301 in 2013 to
$4,117 in 2017, showing that expanded revenue is not solely due to the
expansion of machines or establishments.

Figures 1 through 3 show monthly casino revenue, admissions, casino
revenue per admission, and VGT revenue over the period 2009 to 2017
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Casino Revenue per Admission 2009-2017
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Figure 2. lllinois monthly casino revenue per admission, 2009 to 2017, dollars.
Revenue per admission is U-shaped and has remained relatively constant between
2009 and 2017.
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Figure 3. lllinois video gaming terminal (VGT) revenue, 2013 to 2017, millions of
dollars. VGT revenue has consistently increased over 2013 to 2017.

(2013-2017 for VGTs) and highlight the differing performance between the
two sectors. The opening of The Rivers Casino in Des Plaines in August
2011 is also indicated. The negative trend in casino revenue and admissions
is very evident as is the rapid acceleration of VGT revenue. Casino revenue
per admission is more stable, exhibiting a U-shape.*

Figure 1 illustrates that casino revenue exhibits both a negative trend and
seasonal variation. We account for this with spring, summer, and fall sea-
sonal dummy variables, a time trend, and an industry cycle variable. The
industry cycle variable was gathered from the Illinois Department of
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Employment Security using the Current Employment Statistics. This vari-
able tallies the total employment in the arts, entertainment, and leisure
industry in Illinois and is intended to capture changes in casino revenue
that are reflective of changes in the broader industry as a whole in order to
better isolate changes resulting from the introduction of VGTs. On average,
there are 50,000 workers in this industry during the sample period with
employment trending upward but exhibiting cyclicality similar to casino
revenue. Finally, travel costs are accounted for by including the national
average price for gasoline from 2013 to 2017. The petroleum data were
collected from the U.S. Energy Information Administration. The average
gas price during the sample period is $3.18 but was near, or exceeded, $4 for
much of 2013 and 2014, with a maximum monthly average of $4.04.

To estimate the relationship between the expansion of VGTs and casino
revenue, both an ordinary least squares (OLS) and VAR model are esti-
mated. The OLS model allows us to estimate the response of various casino
measures to the expansion of VGT revenue and machines. The Phillips—
Perron unit root test was used to test each of the variables in the model for
stationarity. These results were also verified with the Augmented Dickey—
Fuller (ADF) test. The Phillips—Perron and ADF tests showed that the
natural logs of casino revenue, slot revenue, table revenue, and VGT rev-
enue are all trend stationary, as are the number of slot machines, tables,
casino admissions, and VGT machines. Gas prices required first differen-
cing to achieve stationarity.

The following OLS model is estimated for various casino measures:

CasinoMeasure, = By + B, VGTMeasure, + B, Trend; + B;IndTrend,
+ B4AGasPrice; + 8S, + &,.

(1)

In equation (1), Casino Measure, is measured by the natural log of casino
revenue, slot revenue, or table revenue or the number of slot machines,
number of tables, and casino admissions. Our main variable of interest is
VGT Measure, which is either the natural log of VGT revenue or the
number of VGT machines. Trend, is a linear time trend; IndTrend,, as
described in more detail above, is total employment in the arts, entertain-
ment, and leisure industry in month 7 and is included to account for any
industry-specific trends not captured otherwise; and GasPrice, is the
national average price for gasoline in month ¢. S; are seasonal dummy
variables equal to one in spring, summer, and fall with winter being the
excluded period. The above model is estimated for the period January 2013
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to December 2017, omitting the last four months of 2012 when VGTs were
first legalized and spreading rapidly.’ Including these four months pre-
vented the VGT variables from achieving stationarity.

In addition to the OLS model estimated in equation (1), and based on the
findings that admissions to casinos are most affected by the spread of VGT
machines, the following VAR model is estimated to further explore the
relationship between admissions and the number of VGTs:

k
o VGTMachines;_;
j=1

k
Admissions; = o, + E oy Admissions,_; +
i=1

+ OIndTrend, + ¢,
(2)

k k
VGTMachines; = B, + E B;YGTMachines;_; + E B;Admissions,;
=1 =1

+ yIndTrend; + ;.
3)

In equations (2) and (3), k = 3. Three lags were optimal in four of the five
different criteria that were used to determine lag length, including the
sequential modified likelihood ratio test statistic, final prediction error,
Akaike information criterion, and Hannan—Quinn information criterion.
Industry employment is also included as a control variable. US gas prices
were also included but found to be insignificant and consequently dropped.

Empirical Results

The OLS estimates of equation (1) are provided in table 2. The growth in
VGT revenue is significantly associated with the decline in casino revenue.
According to this model, a 1 percent increase in VGT revenues is associated
with a decline in casino revenues by approximately 0.05 percent. As evi-
denced in table 2, this decline is driven by a decline in slot machine revenue,
with table revenue not significantly correlated with VGT revenue.

The decline in casino and slot revenue is in addition to the overall decline
in revenue observed in figure 1 and demonstrated by the negative and
generally statistically significant coefficient on the trend variable in equa-
tion (1). Industry-specific trends and gas prices are also negatively associ-
ated with casino revenue but not significantly so. Seasonality in casino
revenue is also evident, increasing in spring and summer relative to winter.
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The last three columns of table 2 show OLS results when our casino
measure is a count variable, including the number of slot machines, the
number of table games, and the number of casino admissions, again defined
as the number of people entering the casino as gathered from turnstile counts.
Here, our independent variable of interest is the number of VGT machines to
assess whether VGT machines impact casino machines and admissions.®

The most notable correlation with the expansion of VGT machines is on
casino admissions. Specifically, each additional VGT machine is associated
with approximately eleven fewer casino admissions per month. Given the
growth in VGT machines over the period, this is significant, especially for
local communities that receive $1 for each admission. The state receives $2
for every admission.”

As seen in table 2, admissions are the only one of our casino measures
influenced by gas prices. Each $1 increase in gasoline prices is associated
with approximately 96,000 fewer monthly admissions, suggesting patrons
economize on the number of trips they take, although perhaps not the
amount of money they spend at casinos when visiting. As with casino
revenue, admissions are highest in the spring and summer.

The results for the number of slot machines and table games suggest that
the expansion of VGT machines is associated with a decline in slot
machines and table games, although the impact is relatively small. In addi-
tion, the coefficient on the trend variable reveals that, ceteris paribus, the
number of table games has been trending slightly upward over the time
period, whereas the number of slot machines has been declining over time.

The negative association between VGTs and admissions seems to be
driving the results. This is consistent with Gallagher (2014) who found
much of the substitution between various forms of gambling to be explained
by a decrease in admissions as opposed to declining revenue. Furthermore,
as evident in figure 2, revenue per admission has been relatively stable over
the sample period, suggesting fewer people are visiting the casinos now that
VGT machines are more widely available, but those that are going to
casinos are spending the same amount of money as prior to the VGT
expansion. Thus, the decline in total revenue (and slot revenue) seems to
be due to fewer people visiting casinos.®

The OLS results suggest that the expansion of VGT machines in Illinois
has been associated with a decline in casino revenue and admissions, with
admissions being the driving factor. These results do not show causation of
course, nor do they show the dynamics of any impact. Is the negative impact
immediate or delayed, for example? To better ascertain the timing of these
impacts, we estimate the VAR model shown in equations (2) and (3) and
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Table 3. Vector Autoregressive Results.

(1) @)
Variables Admissions vgt_count
vgt_count_LI —68.7437+* 11983
(33.9837) (0.150479)
vgt_count_L2 —1.0679 —0.20903
(51.6913) (0.22888)
vgt_count_L3 41.4199 —0.033760
(32.0116) (0.14174)
totaladmissions_LI —0.13329 0.0002362
(0.14534) (0.0006435)
totaladmissions_L2 —0.062414 —0.0007379
(0.12708) (0.0005627)
totaladmissions_L3 —0.27073** —0.0005439
(0.11064) (0.0004899)
Industry_employment 9.88684*** 0.0047345
(2.06201) (0.0091305)
Constant 1,663,660+ 2,065.34*
(257,326) (1,139.43)
Sum squared residents 1.38E + 11 2.714,785
R? 0.796372 0.998576
F(7, 49) 27.37641 4,907.244
Note: Standard errors are given in parentheses.
* <.l
*kp < 05,
Ry < .01,

conduct a Granger causality analysis to determine precedence and impulse
response functions to better analyze changes to revenue and admissions
over time.

The results from estimating equations (2) and (3) are shown in table 3.
The results for equation (2) show that an additional VGT machine in month
t — 1 results in a decrease in admissions of approximately 68 persons in
period ¢. Previous lags are not significant suggesting that the decrease in
admissions quickly follows the increase in VGTs rather than being pro-
longed over several months. The results from estimating equation (3) reveal
that the number of VGT machines are not significantly influenced by the lag
of admissions, suggesting that a change in admissions is not influencing the
expansion of VGTs.’

A Granger causality test, shown in table 4, reveals that admissions in
prior periods do not have a statistically significant impact on the number of
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Table 4. Pairwise Granger Causality Tests.

Null Hypothesis N F-Stat
VGT count does not Granger cause admissions 57 3.5789**
Admissions do not Granger cause VGT count 57 1.346

Note: Causality runs one directionally from VGT count to admissions.
**Null hypothesis can be rejected at the 5 percent level.

VGT machines but that VGT machines do have a statistically significant
impact on the number of admissions. Intuitively, this makes sense as well.
VGTs are a similar product to slot machines at casinos but are more con-
veniently located and widespread across the state. Such an expansion will
likely decrease the number of people visiting casinos, if for no other reason
than reduced travel costs. Decreased casino admissions, however, are less
likely to be a factor in an establishment’s decision to add up to five VGTs to
their current business. The results in tables 3 and 4 suggest that VGTs are
influencing the market for casinos but that casinos do not have much influ-
ence over the market for VGTs.

Impulse response graphs shown in figures 4 and 5 reinforce the results
presented in tables 3 and 4. The impulse response functions show the first
twelve months after a shock to each market. Figure 4 provides a prediction of
how casino admissions would be affected if VGT machines increased one
standard deviation (about 6,700 machines). As suggested by the results in table
3, admissions would initially decrease by approximately 15,000 people, with
subsequent impacts being less pronounced. Figure 5 demonstrates that if admis-
sions increased by one standard deviation (about 180k people), VGT machines
would be minimally affected by approximately sixty fewer machines.

Geographic Variation in Casino/VGT Activity

The above analysis examined the impact of VGTs on statewide casino
performance and found a negative correlation between casino revenue and
admissions and VGT activity (VGT revenue and number of VGT
machines). To investigate the potential for cannibalization effects further,
we create a panel data set consisting of casino revenue and admissions for
each of Tllinois’ ten casinos.'® For each casino, we calculate monthly VGT
revenue, VGT count, and VGT establishments within the city limits where
the casino is located (0 km) as well as cities located within a radius of
twenty-five, fifty, and one hundred kilometers.""
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Response of Total Admissions to a shock to VGT _Count
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Figure 4. Impulse response function of admissions for one standard deviation
increase in video gaming terminals (VGTs). If VGT machines increased one standard
deviation (about 6,700 machines), admissions would initially decrease by approxi-
mately 15,000 people. Response of total admissions to a shock to VGT_Count
(bootstrap confidence interval in gray).

A priori, we expect to see greater negative correlation between casino
and VGT activity in areas with more VGT activity. To test this hypothesis,
the following equation is estimated with OLS:

CasinoMeasure;; = By + B VGTMeasure; ; + v;Casino;
+ 83CasinoTrend;; + €;;.

(4)

In equation (4) Casino Measure; , is either the natural log of casino revenue
or the number of admissions for casino i in month t. VGT Measure; ,is either the
natural log or level of VGT revenue, VGT count, or VGT establishments.
Casino; is a dummy variable for each casino and allows for individual casino
fixed effects. CasinoTrend;, is a casino-specific trend to account for the fact
that while casino revenue and admissions have been declining in Illinois over
our sample period, the rate of decline is not identical for each casino.



Phipps et al. 665

Response of VGT Count to a shock to Total Admissions
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Figure 5. Impulse response function of video gaming terminals (VGTs) for one
standard deviation increase in admissions. If admissions increased by one standard
deviation (about 180k people), VGT machines would be minimally affected by
approximately sixty fewer machines. Response of VGT_Count to a shock to Total
Admissions (bootstrap confidence interval in gray).

The results for estimating equation (4) for the log of casino revenue and the
log of each VGT measure are reported in table 5. Each VGT measure is
regressed separately. Thus, table 5 reports coefficients from twelve separate
regressions, a separate regression for each of the three density measures across
the four distance radii. For each VGT measure across all distances, greater
VGT activity is associated with reduced casino revenue. In general, the corre-
lation is statistically significant. For the city limits regressions (0 km), East St.
Louis and Des Plaines are excluded since those two cities do not allow VGTs.
VGTs exist in surrounding cities, however, so the remaining regressions
include data for all ten casinos. The results reaffirm our statewide analysis,
and the results are qualitatively similar, with VGT activity associated with a
small, but significant negative effect on casino revenue. For example, a 1
percent increase in the number of VGTs and VGT establishments is associated
with an approximately 0.045 percent decrease in casino revenue.
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Table 5. OLS Regression Results for Casino Revenue and VGT Density.?

0 km
(City Limits) 25 km 50 km 100 km

VGT Density Measure n = 472 n = 600 n = 600 n = 600
In (VGT revenue) —0.033%  —0.018 —-0.019* -0.019

(0.009) 0.011) 0.011) (0.12)
In (VGT count) —0.046%F  —0.048%FF  —0,052%FF  —(0,059%F*

(0.010) 0.011) 0.011) (0.012)
In (VGT establishments) —0.045%FF  —0.046***  —0.053%F  —0.056%*

(0.009) (0.010) (0.010) 0.011)
Individual casino dummies Yes Yes Yes Yes
Individual casino trend Yes Yes Yes Yes

Note: Standard errors are given in parentheses. OLS = ordinary least squares; VGT = video
gaming terminal.

aEach measure of VGT density is regressed separately. This table reports coefficients from
twelve separate regressions, a separate regression for each of the three density measures
across the four distance radii.

*» <.l

**p < .05.

wEp < .01,

Results for estimating equation (4) for the number of casino admissions
are included in table 6. Here, the VGT measures are measured in levels, not
logs.'? The results support our statewide analysis and, with the exception of
VGT revenue within twenty-five and fifty kilometers, confirm greater neg-
ative correlation between casino admissions and increased VGT activity.
An additional VGT machine within the city limits of a casino is associated
with 87 fewer admissions per month, whereas each establishment is asso-
ciated with approximately 295 fewer admissions. Each additional machine
and establishment within a twenty-five kilometer radius is associated with
approximately nineteen and sixty-eight fewer monthly admissions, respec-
tively, suggesting the closer the increased VGT activity is to the casino host
city, the greater is the reduction in monthly admissions.

Fiscal Implications

As shown in figure 1, Illinois has been experiencing a declining casino
gambling market for many years, which was one factor leading to the
passage of legislation for VGTs in hopes of increasing tax revenue. Mis-
souri, Indiana, and Mississippi could be looking to pass similar legislation,
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Table 6. OLS Regression Results for Admissions and VGT Density.”

0 km
(City Limits) 25km 50 km 100 km
VGT Density Measure n =472 n = 600 n = 600 n = 600
VGT revenue —0.010%* 0.007%#* 0.002%* 0.0004
(0.005) (0.002) (0.0004) (0.0002)
VGT count —87.73%Fk |8 55%kk —5. 5k —2.66™F*
(18.86) (5.29) (1.37) (0.063)
VGT establishments —295.93%kk g8 | 2%k 2| 98Frk  _](.26%FF
(66.54) (19.51) (5.25) (2.38)
Individual casino dummies Yes Yes Yes Yes
Individual casino trend Yes Yes Yes Yes

Note: Standard errors are given in parentheses. OLS = ordinary least squares; VGT = video
gaming terminal.

aEach measure of VGT density is regressed separately. This table reports coefficients from
twelve separate regressions, a separate regression for each of the three density measures
across the four distance radii.

*» <.l

**p < .05.

wEp < .01,

and other casino markets may follow as casino gambling matures and
revenues decline or grow slowly. VGTs may not be the only form of
different gambling product adopted by states for tax generation purposes.
The US Supreme Court’s recent decision lifting the ban on sports wagering
(Murphy v National Collegiate Athletic Association) has already resulted in
several states, many with existing casinos, authorizing sports betting.'?
While this article did not examine tax revenues, it did examine casino
revenue and admissions, which are the tax base. The results suggest that
VGTs are reducing demand for casinos, decreasing casino admissions and
consequently revenue, but not on a one-for-one basis, reinforcing the find-
ings of Gallagher (2014) and the studies reviewed by Marionneau and
Nikkinen (2017).

Declining admissions and revenue will certainly lower overall casino tax
revenues collected, given that no changes in the rate of taxation occurred.'®
To explore and quantify the effects on tax revenues due to the impact of
VGTs, our estimated results are helpful. Table 7 summarizes the predicted
gain in VGT tax revenue and loss in casino tax revenue due to a 1 percent
increase in VGT revenue. These estimates are based on 2017 values. A 1
percent increase in monthly VGT revenue in 2017 resulted in an additional
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Table 7. Predicted Tax Revenue Implications of Expanded VGTs.

Gain in Monthly VGT Tax Revenue from  Loss in Casino Tax Revenue from |

| Percent Increase in VGT Revenue Percent Increase in VGT Revenue

$325,691 $29,333°

Gain in monthly VGT tax revenue from Loss in casino admission tax revenues
additional VGT machines added in from additional VGT machines in
2017 2017

$3,952,512°¢ $118,987¢

Source: Video Gaming Revenue Reports and lllinois Gaming Board Annual Reports (http://
www.igb.illinois.gov/VideoReports.aspx; http://www.igb.illinois.gov/AnnualReport.aspx).

Note: VGT = video gaming terminal.

aTotal net terminal income in 2017 was $1,302,765,498, yielding average monthly income of
$108,563,791 ($1,302,765,498/12). One percent of that figure is $1,085,637. Taxed at 30
percent yields $325,691.

bTotal gross casino revenue for 2017 was $1,407,993,353, amounting to a monthly average of
$117,332,779. The total reduction in casino revenue from our estimates, 0.05 percent, yields a
decrease of $58,666 (117,332,779 x 0.0005). Taxed at the maximum 50 percent rates yields
$29,333.

cEach VGT machine took in about $3,840 per month in 2017. For the 3,43 | machines added in
2017, this equates to an increase in terminal income of $13,175,040 and, at 30 percent, a
$3.952 million increase in monthly VGT tax revenue.

dEach additional machine is estimated to reduce admissions by I11.56 people. An additional
3,431 VGT machines would reduce casino admissions by 39,662. At $3 per admission, the loss
is $118,987.

$325,691 of monthly VGT tax revenue collected by the state. In contrast,
based on our regression results, this 1 percent increase is predicted to reduce
monthly casino revenue by 0.05 percent, resulting in a reduction of $29,333
in monthly casino tax revenue. On net, the state realizes a monthly tax
revenue gain of approximately $296,000."

Casino revenues are not the only tax base. There are also admissions
taxes collected from casinos. Table 7 also summarizes the loss in admis-
sions tax revenue and gain in VGT tax revenue from the additional
machines added in 2017. State and local admissions taxes are $3 for each
admission. Based on our regression results, each additional VGT machines
is predicted to reduce monthly admissions by 11.57 persons. In 2017, 3,431
VGT machines were added. This is predicted to reduce monthly admissions
by approximately 39,600 people (3,431 x 11.57) and an additional loss of
approximately $119,000 in monthly tax revenue.'® Offsetting this, the
monthly VGT tax revenue from these additional machines would total
approximately $3.9 million. Thus, while there is cannibalization on
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Table 8. Year-over-year Change in Casino Tax Revenue and VGT Tax Revenue.

Year Change in Casino Tax Revenue Change in VGT Tax Revenue

Casino Communities with VGTs (Alton, Aurora, East Peoria, Elgin, Joliet,
Metropolis, and Rock Island)

2017 —$574,165 $148,764
2016 —$2,019,136 $328,645
2015 —$1,305,336 $419,636
2014 —$4,866,801 $706,817

lllinois (excludes one-sixth share of VGT revenue allocated to local communities
and $1 admission and 5 percent casino revenue allocated to casino communities)

2017 —$1,565,437 $48,644,852
2016 —$8,240,660 $48,634,433
2015 —$10,646,931 $63,523,190
2014 —$30,391,491 $89,695,848

Source: Video Gaming Revenue Reports and lllinois Gaming Board Annual Reports (http:/
www.igb.illinois.gov/VideoReports.aspx; http://www.igb.illinois.gov/AnnualReport.aspx).
Note: VGT = video gaming terminal.

admission taxes due to an increased number of VGTs, there is still a clear
positive effect on total tax revenue.

While the state as a whole has clearly gained tax revenue from the
expansion of VGTs, what about local communities where casinos are
located? Local casino communities receive $1 for each admission and 5
percent of casino revenue. These tax bases are clearly declining. Countering
this decline, all communities which have VGTs receive one-sixth of the tax
revenue collected from VGTs in their community. So, how much did casino
tax revenue decrease in 2017 compared to the increase in VGT tax revenue
for communities where casinos are located and the state as a whole?

Seven casino communities allow VGTs (East St. Louis and Des Plaines
prohibit VGTs). Table 8 shows the year-over-year change in casino and
VGT tax revenue for 2014 to 2017 for these seven communities and the
state as a whole. For casino communities, the losses in casino tax revenue
exceed the gains in VGT tax revenue in each year. The loss in casino
revenue is particularly pronounced in 2014 when the expansion of VGTs
statewide was accelerating.!” While the annual decrease in casino tax rev-
enue has generally lessened and was the least in 2017, the gains in VGT tax
revenue have also slowed. Finally, not only are the annual losses of casino
tax revenue exceeding the gains from VGTs, but fotal VGT tax revenue
between 2013 and 2017 ($7,009,873) is less than the losses of casino tax
revenue ($8,765,438) for these communities.
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Illinois as a whole, however, has benefited every year as shown in table
8. In 2017, casino tax revenue allocated to the state, excluding the share
going to casino communities, decreased by $1,565,437 consisting of
$342,577 in wagering tax revenue and $1,222,860 in admission tax revenue,
figures that confirm the greater impact of VGTs on casino admissions.
Offsetting this was a $48,644,852 increase in VGT tax revenue allocated
to the state, excluding the one-sixth share sent to local communities. This is
not unique to 2017, as increases in VGT tax revenue statewide have far
exceeded losses in casino tax revenue every year. In 2014, when Illinois lost
over $30 million in casino tax revenue, VGT tax revenue was nearly $90
million. While the state of [llinois as a whole has experienced increased tax
revenue from the expansion of VGTs, as have other local, noncasino com-
munities that previously did not have VGTs, the communities where casi-
nos are located are losing more in casino-based taxes than they are gaining
in VGT taxes. For Des Plaines and East St. Louis, there are no offsetting
VGT tax revenues. While Des Plaines experienced a modest (0.31 percent)
increase in casino tax revenue in 2017 of $76,112, East St. Louis experi-
enced a 7.14 percent decrease, the greatest of any casino community,
amounting to $475,091.

Conclusions and Limitations

The results from this analysis support previous studies, particularly Galla-
gher (2014) and those reviewed in Marionneau and Nikkinen (2017), in that
the expansion of gambling outside of casinos is negatively correlated with
casino revenue and admissions but that the correlation is not dollar for
dollar. Indeed, we find a modest elasticity of —0.05 for VGT revenue on
casino revenue. This is driven primarily by reduced visitation to the casino
as is evidenced by the relative stability of revenue per admission.

While the overall fiscal impact for Illinois has been positive, the distri-
bution of the losses in casino tax revenue varies. Communities where casi-
nos are located receive tax revenue from both casino admissions and casino
revenue and have been more negatively impacted by the reduction in these
tax revenue sources. While the state as a whole has gained, the additional
VGT tax revenue generated by and shared with the casino host communities
has been insufficient to offset the decline in casino tax revenue.

The state of Illinois shares tax revenue with communities where casinos
are located in part to mitigate the costs associated with casinos (e.g., traffic,
increased public safety expenditures). Have the costs to the community of
hosting a casino decreased proportionately with the decline in visitors and
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tax revenue? This article cannot answer this question, and indeed, it would
be a difficult question to answer, but if not, then a revised tax-sharing
arrangement between the state and casino host community may be in order.
Of course, these burdens are not likely to stop at the city limit, and some of
the surrounding communities not benefiting from casino taxes may have
authorized VGTs in order to increase their means of handling costs associ-
ated with the casino. We cannot know or estimate this. VGTs may bring
their own problems as well, such as increased problem gambling, DUIs, and
so on. This article acknowledges this but cannot estimate whether the local
share of taxes is sufficient to offset these costs or indeed what these costs
would be. What can be said is that for Illinois, VGTs have been associated
with reduced casino revenue and visitation and that the fiscal burden has
been disproportionately felt by the communities where casinos are located.
These communities and the state must decide whether this is a problem to be
concerned with, but as other states consider other forms of noncasino gam-
bling, such as VGTs or sports wagering, it is important to recognize not only
the overall fiscal impact of the new form of gambling but also the distri-
bution of that impact across communities.

Our study, like all studies, does have limitations. The first limitation of
our study is common to all studies that use observational data and has to do
with simultaneity bias. Even the most careful of observational studies con-
trols for simultaneous comovement in observed and unobserved variables
with some degree of difficulty, and therefore, the estimated coefficients are
liable to bias. This study is no different. Having said so, the degree to which
this study is affected by potential severe simultaneity bias is likely not very
high in comparison with the typical observational study, as we do have data
for the most obvious confounders which enable us to have a reasonable set
of control variables. Additionally, there is no reason to suspect egregious
measurement error problems either.

A second limitation is that, while statistically significant, our estimated
substitutability effect between casinos and VGT revenues is quite small,
and, as astutely pointed out by an anonymous reviewer, this is not necessa-
rily reflective of the true substitution effect, but quite possibly the by-
product of a vast network of underground VGT activity taking place in
Illinois, one for which we obviously have no data. These machines have
existed in Illinois bars for decades before the passage of the VGT law and
were labeled “for entertainment only” but made cash payments to VGT
users nonetheless. Therefore, the small estimate of the substitutability effect
should not be interpreted as implying that the law had little effect on casino
revenue, but rather that the present study’s estimates likely err on the very



672 Public Finance Review 48(5)

low end the range of plausible estimates, given that a large fraction of the
effect on casino revenue was presumably operative before the passage of
the VGT law.

That said, another reason for such a small “cannibalization effect” esti-
mate of VGTs on casino revenue may be due to the imperfect substitut-
ability between VGTs and casinos in terms of their overall entertainment
value. As pointed out by another anonymous reviewer, individuals may
patronize casinos not only for the opportunity to gamble but also for the
chance to take advantage of concerts, restaurants, and so on, none of which
are offered by VGTs. Therefore, casinos and VGTs may, to a large degree,
attract two different constituencies, thus helping to explain, at least in part,
the small estimate we obtained for the cannibalization of casino revenue by
VGTs. There is very little research on the characteristics of gamblers who
gamble in casinos versus outside of casinos in part because there are few
states where slot machines are widespread outside of casinos other than
Nevada and Illinois. The Las Vegas Convention and Visitors Authority
(2016), however, has conducted studies on Las Vegas residents to better
understand their gambling behavior and preferences. Individuals who are 30
to 39 years of age and employed (versus retired) were significantly more
likely to gamble in bars/restaurants, suggesting that “locals” who gamble in
casinos are more likely to be older and retired compared to those gambling
outside of casinos.
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Notes

1. Statistics are from the American Gaming Association’s 2016 State of the States
and the Center for Gaming Research at the University of Nevada, Las Vegas.
2. Delaware, Maryland, New York, Ohio, Oregon, Rhode Island, South Dakota,
and West Virginia all have video lottery terminals (VLTs). In the case of
Delaware, Maryland, and Ohio, the VLTSs exist at the casinos in those states
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10.
11.

12.

13.

or at racetracks but are not widespread throughout the state in bars, fraternal
clubs, and so on. Oregon has VLTs at bars and taverns throughout the state but
does not have commercial casinos (it does have Indian casinos, revenues of
which are not publicly available). Louisiana has video poker machines outside
of casinos but not traditional slot-style games.

. We do not separately analyze the Illinois lottery although there appears to be no

significant decline in lottery revenue in Illinois over the 2009 to 2017 period.

. In July 2011, there were a particularly high number of admissions, creating a

noticeably low value for revenue per admission. Similarly, in September 2011,
admissions were particularly low.

. The number of video gaming terminal (VGT) machines increased from 61 to

2,290 between September and December 2012. VGT revenue went from
$90,000 to $6.99 million.

. Estimating the admissions regression using logs rather than levels does not

change our conclusions. Admission and number of VGTs are estimated in levels
since we felt it more natural to think of these variables as numbers or counts of
people and VGT machines.

. The exception is Jumer’s Casino Rock Island which has an admission tax of $2

per person rather than $3 per person.

. This was also confirmed in separate regressions (results not reported for brev-

ity) using casino revenue per admission as the dependent variable where neither
VGT revenue nor the number of VGT machines was statistically significant.

. Postregression tests show that the inverse roots of the estimates are in the unit

circle, suggesting that admissions and VGT machines have proportionate and
bounded impacts on one another. The first lagged time period will have the
largest impact, but the impact decreases in subsequent periods, implying that
these results are stable.

We are very grateful to an anonymous referee for making this suggestion.
Distances are calculated city centroid to city centroid. For example, for the
casino in Alton, we calculated the distance from the city centroid of Alton to
the centroid of every other city in Illinois. VGT activity for every city within
twenty-five, fifty, and one hundred kilometers is then aggregated. This is done
for each of the casino host cities.

This does not influence our results. Admissions were measured in levels
because we feel it is more intuitive to discuss changes in the number of admis-
sions as counts rather than percentage terms. In contrast, we felt that changes in
revenue were better thought of in terms of percentage changes rather than dollar
changes.

Colorado, North Carolina, and Tennessee legalized sports gambling in 2019,
but their launch of sports wagering is still forthcoming. Some tribes are
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operating sports betting in New Mexico and Oregon. The states that are legally
accepting sports wagers as of the end of 2019 are Arkansas, Delaware, Illinois,
Towa, Nevada, New Hampshire, New Jersey, New York, Michigan, Mississippi,
Montana, Pennsylvania, Rhode Island, and West Virginia.

14. In addition to casino revenue and admissions tax revenue, lower casino admis-
sions are likely to result in reduced tax revenue from sales of food and beverage.
Some of this is likely to be shifted to the VGT establishments, however. Unfor-
tunately, we have no data to investigate the tax revenue implications of these
changes.

15. Actual tax revenue data confirm this calculation. Wagering taxes declined
$667,955 in 2017. VGT tax revenue increased $58,387,010 driven by a 17.5
percent increase in net terminal income. Note that our estimate of the monthly
tax gain of $296,000 resulting from a 1 percent increase in net terminal income
is relatively accurate. Expanding to a 17.5 percent increase yields a predicted
VGT tax revenue increase of $62.16 million (287,000 x 17.5 x 12).

16. Annualized this equates to $1.43 million. The actual decline in admission taxes
in 2017 was $1.87 million.

17. There was also a polar vortex in January 2014, with O’Hare airport recording a
record low temperature. This is visible in figure 1 by the large decrease in
casino revenue and admissions followed by a rapid return to trend. See
https://www.weather.gov/lot/2014Jan5-7_cold#temps.
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Why more entrepreneurs are turning to LATEST POSTS
VGTs for added revenue—and how it

could work for you.
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New lllinois Video

For lllinois small business owners who are constantly looking for ways to increase Gommg .
revenue and grow customer engagement, video gaming terminals (VGTs) have proven to Advertlsmg Rules
be a winner. Whether you’re looking to diversify your current business model or launch a Announced

brand-new venture, adding video gaming can be a smart, low-maintenance way to
generate extra income—from the machines themselves, to gaming loyalty programs
designed to keep customers happy and encourage repeat visits.

Here are some of the small business types that are already benefiting from VGTs—and
how they’re using that extra revenue to grow their businesses.
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Bars & Restaurants: Boost Loyalty,
Dwell Time, and Profits

Bars and restaurants are ideal candidates for video gaming. In a competitive industry
with notoriously thin margins, the added revenue from VGTs can be a game-changer. Not
only can VGTs increase profits but those profits can be used to benefit all customers—
gamers and non-gamers alike—and keep them coming back. Here are a few ways bars
and restaurants can benefit from video slots:

¢ Prevent high failure rates. It's no secret that the bar and restaurant industry has a
high failure rate. And, it’s hard work. By installing VGTs, bars and restaurants can
immediately introduce a consistent revenue stream. In fact, the average VGT-
equipped business earned $9,300 in gross gaming revenue according to the IGB
in April of 2024.

¢ Use profits for upgrades. Just about every bar and restaurant owner wants to
invest back into their business. The problem is, upgrades can be large
expenditures. With added revenue from VGTs, bars and restaurants can upgrade
kitchens, decor, infrastructure, entertainment equipment and more.

Increase dwell time and retention. VGTs are proven to increase dwell time for bars and
restaurants. As customers stay longer, they tend to spend more on food and drinks,
increasing overall revenue for the establishment owners. In many cases, bars and
restaurants that offer video gaming see significant upticks in both customer retention
and check averages.

Gaming Cafes: Build a Business
Around Video Gaming

For bars and restaurants that host VGTs, food and drink content is king. Posts featuring
limited-time specials or new menu items consistently get strong Gaming cafes are a fast-
growing business format perfect for entrepreneurs. Built entirely around VGTs, gaming
cafes offer a consistent revenue stream with a relatively low cost of entry compared to
many other business ventures.

¢ Create a new revenue model. Most entrepreneurs look to diversify their income
sources to lower risk and increase the chances for maximum profitability. Gaming
cafes are a great option for newcomers due to ease of operation, and for existing
business owners to supplement other revenue streams.

¢ Benefit from a built-in customer base. A consistent worry for entrepreneurs is
finding a customer base, and retaining them. Gaming cafe patrons are actively
seeking opportunities to play, and they often remain loyal to establishments that
offer a fun, clean and inviting atmosphere.

Opportunities for cross-promotion. Those with existing businesses have an excellent
opportunity to cross-promote in a captive environment such as a gaming cafe. For new
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business owners, the gaming cafe can be a great springboard for a future business.

Convenience Stores & Liquor Stores:
Drive Traffic and Sales

Convenience stores and liquor stores often rely on high foot traffic and customer loyalty.
VGTs give customers a reason to visit, to stay longer—and spend more.

¢ Increase foot traffic. Offering a unique service that nearby competitors may not
have will always draw interest from passersby. VGTs will often draw more foot
traffic as customers look to get more from their visit to the local convenience
store.

¢ Upsell products. Like bars and restaurants, VGTs increase dwell time for patrons.
This means more opportunities for players to grab snacks, drinks, or lottery tickets
before or after playing. It all adds up to increased revenue.

Encourage return visits and loyalty. Having fun is contagious! Making your store one
way for patrons to have a little fun as part of their regular routine encourages repeat
visits and customer loyalty.

Truck Stops: Increase Dwell Time and
Serve More Drivers

Truck stops are naturally a transient business, meaning that they must find ways to
attract customers and encourage repeat visits. VGTs do both, while offering an added
revenue boost.

Differentiate your stop. There is no shortage of truck stops and filling stations on the
road. Differentiation is key. VGTs alone can provide an advantage, particularly when the
titles are updated, and the gaming area is well-kept. Gaming loyalty programs help, too.

Boost profits. When drivers take breaks they are not just looking to fuel up, have a meal
and relax. They are also looking for a little entertainment. VGTs offer a quick form of
entertainment for people on the go and a steady stream of income for truck stop owners.

Increase dwell time. Drivers have a schedule to stick to but they are also required to
take breaks. VGTs are a great option to pass the time, especially for overnight drivers or
long-haul travelers.
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Landromats: Turn Wait Time into Play
Time

Laundromats are another underrated location for VGTs. While customers wait on laundry

cycles, they often look for ways to pass the time.

¢ Increase revenue per square foot. With a small footprint, VGTs are a great way to
add a revenue stream without taking away usable space.

¢ Build customer loyalty. Traditionally, there is little to differentiate one laundromat
from another. Adding an exciting form of entertainment creates a compelling
reason to choose your laundromat over another, and to encourage repeat
customers.

Create a more inviting atmosphere. Although laundromats might not be high on most
people’s lists as places to spend quality time, VGTs are a great way to turn a chore into a
fun experience.

Salons & Smoke Shops: Boost Loyalty
and Revenue

Salons and smoke shops are increasingly exploring VGTs to create more engaging
environments for their customers and to add new revenue streams.

¢ Drive repeat visits. The more frequently customers visit your location, the more
products and services you are likely to sell. VGTs offer an entertainment incentive
for customers and prospects to visit more often.

¢ Increase cross-sell opportunities. The longer a customer stays in your
establishment, the better the chances they will shop. Snacks, drinks and other
items in your salon or smoke shop are all opportunities to drive more revenue
when customers spend more time at the location.

Differentiate your business. Salons and smoke shops are some of the more crowded
industries in retail. Offering an added entertainment option can go a long way toward
differentiating your business from the competition.

Why It Works: Video Gaming as a
Revenue Multiplier

Whether you’re a new entrepreneur or a seasoned small business owner, VGTs are more
than a side hustle—they’re a dependable, scalable revenue source. And when you work



with the right Terminal Operator, they provide more than just machines. They offer
marketing, service, support, and strategic insights that help you maximize your earnings.

Ready to Explore the Opportunity?

If you’re considering adding video
gaming to your business—or switching
from your current Terminal Operator to
one that’s more aligned with your goals
—let’s talk. The right partner can help
you navigate regulations, customize
your setup, and unlock new potential
for your business.

Video gaming isn’t about chance—it’s

about opportunity. And now’s the time
to take it.
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