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n the redemption game

room, The Product drives

sales. The Product attracts
players. The Product serves the
customer. The Product sup-
ports a facility’s brand. The
Product helps define the
guest’s experience. That’s a lot
of power from a relatively
small piece of the operation,
and that’s why RePlay chose
to focus on The Product in this
issue.

More than just ordering
stuff at random and throwing it
up on the redemption center
wall, the best family entertain-
ment centers have a merchan-
dise program, geared to their
customer mix, and designed to
support maximum play and re-
peat visitation. We’ve talked
about the art and science of re-
demption in this column be-
fore.

The science of managing
redemption product requires
some infrastructure. Good
management information sys-
tems with comprehensive but
easy to read reports are the ba-
sic infrastructure of product
management. Fortunately, our
industry is blessed with debit
card systems that help on the
science side.

Too many operators shoot
from the hip or go with their
gut in terms of product selec-
tion. Tracking what customers
redeem for at the counter,
monitoring sales patterns when
new redemption (or crane and
merchandiser) product is intro-

“Redemption has been called
retail by other means.
Operators — both FEC opera-
tors and route operators of
cranes and merchandisers —
have the same challenge as
retailers everywhere. The
customer’s value perception is
what drives sales.”

duced and generally applying
some science to the process
distinguishes the best redemp-
tion operators. In order to offer
great prizes and reasonable
take-home value on redemp-
tion goods, good operators
control the process beginning
with game payouts — the tick-
ets dispensed from each ma-
chine. Payout is tickets dis-

pensed to the player for skill-
ful play, and cost of sales is
the cost of prizes redeemed by
the player at the redemption
center. This measures the prof-
itability of our redemption
program and it is the key num-
ber in measuring the value that
we deliver to our customers.
The art in product selection
is having a good feel for what

customers want, picking the
right prizes and presenting
them attractively.

Retail by Other
Means

Redemption has been
called retail by other means.
Operators — both FEC opera-
tors and route operators of
cranes and merchandisers —
have the same challenge as re-
tailers everywhere. The cus-
tomer’s value perception is
what drives sales. In retail it is
easier to manage because the
sale of goods is a direct trans-
action. An item comes with a
specific cost and is sold for a
specific price. The store
knows its exact margin on
every item. For redemption
operators it is more complicat-
ed. We buy our merchandise
and place it on display in our
redemption centers. The sales
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are collected by our games. As
game operators we measure
cost of sales in the aggregate,
the cost of all of our prizes out
against all of our redemption
sales in a given period.

Further, we don’t always
know what item an individual
player is playing for, and the
players themselves often don’t
know. Players start playing
and saving tickets for a partic-
ular item only to cash-in or re-
deem another prize. This
brings us back to The Product.
No doubt having hot, desirable
products players want to play
for is important. Equally im-
portant is having a compre-
hensive product line in the re-
demption center. Key factors
in selecting the product line
for a given FEC include: cus-
tomer demographics (Chuck
E. Cheese’s product line is sig-
nificantly different from Dave
& Buster’s), average spent per
visit, game selection and vol-
ume, seasonal opportunities
and redemption center design.

Savers. Impulse players spend
all of their tickets each visit;
they want instant gratification
and tend to be the youngest
customers. Traders play for a
better prize and tend to be a
little older. Savers play for a
chosen prize, often playing
one or just a few games to
maximize tickets. Super
Savers are the ones we all like
to have; they are totally into
the redemption thing, think of
tickets as money and save
them for the biggest prizes (or
best values). Our system is de-
signed to a) serve all of the au-
dience, and b) move players
up the line as far as we can
from Impulse through to Super
Savers (see below). After all,
players must come back more
often, and play more per visit,
to advance.

In a traditional redemption
center, impulse items, some-
times called bin items, are usu-
ally in the front showcase. As
above, the customer for these
items is usually younger.
They’ve earned their tickets on
their own and, darn it, they
will spend them on that visit.
A good selection of product in
the lower price ranges serves
this customer’s need for in-
stant gratification.

At the higher end of the
price range in the front show-
case, and the lower section of
the rear wall, can be found
items for the Trader. Traders

are a little older. They’ve been
through the items at the lowest
ticket levels, and they want a
better prize. The good news is
that they’ll play a little more to
getit.

Savers are the heart and
soul of the redemption opera-
tion. One of the reasons for the
success of redemption is that a
good system serves as a loyal-
ty program for the FEC. Most
FECs are dependent on repeat
visitation to be successful.
Savers in pursuit of product at
higher ticket values are invest-
ed in your FEC. They are
coming back to you versus the
competition as they are in pur-
suit of a goal they can only
reach in your facility, once a

particular product has
them hooked. Earlier |
mentioned that often the
player doesn’t know
what they are playing
for. Savers may start
playing and saving for a
certain prize but decide
to cash out sooner for
another. For example, a
player decides to save
for that 15,000 ticket
bike on the wall. They
visit twice a month for
six months, spend $15
per visit and accumulate
5,000 tickets in that
time frame. On the day
they walk in for their
13th visit they see a
new iPod on the wall
for 5,000 tickets and decide to
redeem for it. Not only did we
not know what they were
playing for, but they didn’t
even know.

Super Savers are in a spe-
cial class but, unfortunately,
tend to represent a small per-
centage of our FEC customer
base. They are totally into re-
demption. It is a significant
part of their entertainment life.
They love everything about re-
demption -- the games, their
ability to develop their skill
and win more tickets, the sav-
ing process and the prizes.
When | see Super Savers in
action, I’m often reminded of
my days operating laser tag.
We operated eight laser tag
businesses in our FECs across
the country. In just about
every one, sooner or later, |
witnessed a group of players
who gathered at our place

Understanding ® Plays for the PRIZES decked out in full camouflage,
the Player Super Saver arivedecs = nee including face paint. Now,
Having operated redemp- Saver S Playz foc bie e ot A CHOSRNFRIZE that’s enthusiasm for an activi-
tion since 1983, we’ve devel- 20fsn:playeihe sme geme domarimize Miriings I'It’s the same with Super
. . ® Plays because of the Game or for a BETTER FRIZE ty . p
oped a system to tie all of this ® Usually 3 2 o der Savers and redemption.
X X Trader %isits vithafamilymember i 3 )
together. An underlying phi- 20l play marsto schisue 3 certain przs vau Having the very high-ticket
; @ Highes zpencie than the Imeulze player . - .
losophy of the system is that ® Flays for GANES & PRIZES items is important to serve this
redemption players fall into Impulse B ity Farty Gusst or Dépasions Wishor group, but the high ticket items

@ Spend inthe §3 range " .
24 vays sperd all citheir Foints also serve to drive game play
among the other groups, espe-

cially savers, as above. And

fall broad categories which =

we’ve labeled Impulse, .uTo‘_

Traders, Savers and Super

Page 42 ¢ RePlay Magazine ¢ July 2012



that’s really what an
FEC’s redemption
product line is all
about: to serve each
group, to create an
overall excitement ef-
fect, to tantalize players
with the possibilities
and by doing all of that
well, to incentivize the
player to play more
and to visit our FEC
more often to repeat
the experience.

Winners
Make Players

| need to make one
last and important

game sales. With non redemp-
tion games in the mix, that
means our game room cost of
sales should average 10-12%
on the profit and loss state-
ment. This is a cost of sales
factor that most retailers would
kill for in their business. It
yields 85-90% margins.
Operators who get greedy and
don’t allow players to win de-
press their sales and their abili-
ty to bank 85 cents of every in-
cremental sales dollar above

break even.

Again, a good redemption
program requires that we be
good at both the art and the
science to consistently per-
form. Once we’ve used the
science to lock in our redemp-
tion cost of sales, we then ap-
ply the art of knowing cus-
tomer desires, creating attrac-
tive displays, and selecting
great products, to drive cus-
tomer visits and the sales that
come with them. .

George McAuliffe is a 30-year family entertainment center op-
erator and president of Pinnacle Entertainment Advisors by
Redemption Plus. Pinnacle is an industry consulting firm
(www.grouppinnacle.com) founded in 1996, and a division of

point. Great product, properly
assorted in exciting displays, is
indispensable. However if the
customer can’t win that prod-
uct, it’s all for naught.

Great redemption operators
know this and set their game
room economics so players
can win quality product with
regularity. In our consulting
practice we first make sure we

know the actual redemption
value of the ticket (1 divided
by markup factor). We then
design the game selection with
a mix of high and low payout
games so that the overall room
payout is about 20%. With the
natural float/walkway factor
that yields a value of tickets ac-
tually redeemed (cost of sales)
at about 15% of redemption

Redemption Plus. George has operated public space entertain-
ment centers from 2,000 to 150,000 square feet, including a wide
variety of entertainment components and related businesses such
as bowling centers, restaurants, tourist attractions, ice skating,
rides, and laser tag, to name a few. He has operated redemption
and merchandise games since 1983, and serves as the strategic
partner for games and family entertainment for Brunswick Bowling
& Billiards. Pinnacle’s consulting practice has served new and es-
tablished family and location based entertainment operators, with
clients as diverse as Wal-Mart, Disney, ESPN Zone, Brunswick
and many other independent facilities. George can be reached at
913/563-4370 or gmcauliffe@redemptionplus.com
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