EVERYTHING YOU NEED TO KNOW ABOUT

COIN OPERATED GAMES IN HOTEL INDOOR WATERPARKS

ern a game center is set up properly, the
revenues produced per square foot will be the highest
in a leisure entertainment facility, and that includes
hotels with indoor waterparks.

There are four game categories that make up a
game center: redemption (ticket dispensing), video,
merchandise dispensing (cranes, prize vendors), and
novelty. In today's family game centers, redemption
games can generate 5 times the revenues of the video
games. Merchandise dispensing and novelty games (air
hockey, pinball, kiddie rides, and other non-video
games that do not award tickets or prizes) also now
generate as much or more revenues as the video games.
The general breakdown as a percentage of total
revenues is approximately: redemption 70 percent,
video 15 percent, merchandise dispensing 10 percent
and novelty 5 percent.

Note that as far as floor space is concerned, the
video games (which include the large simulators and
driving games) take up almost as much floor space as
the other games. In fact, the number of video games
may approximate the number of redemption games
even though the redemption game revenues are much
greater.

How profitable can redemption games be? Redemp-
tion is one of the greatest marketing concepts ever
invented. Everyone loves to win. One of life’s greatest
thrills is watching children playing with their parents,
all of them jumping for joy as they collect their ticke{s
- especially when they are playing well-maintained
redemption games that frequently dispense a fair
amount of tickets. (We who work in this industry do
indeed have it all!)

A well-run game center will average $200-$300 per
week per game during regular attendance weeks and
could increase to as much as triple that amount during
peak weeks. There are, however, many game centers
that own their own games or deal with a vendor who is
not experienced in operating redemption games whose
averages are more in the range of $100 per week per
game. In most cases, understanding the concepts of
redemption can greatly increase game revenues.
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Price Redemption Concepts

Learning the fine points about redemption is’the
most important aspect of running a profitable game
center. The following is glossary of some of the keys
terms and concepts.

BASIC OVERALL FORMULA
Win Percentage (Win %) =
§ Cash Value of Tickets Awarded X 100
+ § Total Gross Revenues of all Redemption Games

REDEMPTION FORMULAS

There are actually three different redemption
percentages. It is important to calculate each of these
percentages for every collection period:

Individual Game Ticket Payout %
(also known as Ticket Payout %) =

$ Cash Value of Tickets Awarded for a Game X 100
+ § Total Gross Revenue of that game

Average Ticket Payout %
(of all of the redemption games) =

$ Total Value of all Tickets Awarded
from all Redemption Games X 100
+ § Total Gross Revenue of All Redemption Games

Redeemed %
(at the Redemption Prize Center for a weekly period) =

§ Value of All Tickets Redeemed
(Value of All Prizes Given Out) X 100
+ § Total Gross Revenue of All Redemption Games

Hif Frequency %
(of an individual redemption game) =
Number of Wins* X 100 + Total Tries

KEY TERMS

A win* is anytime one or more tickets are won. It is
recommended that every children’s redemption game
be set at a 100% hit frequency. This is known as award-
ing a “mercy ticket” for each game played so everyone
is always a winner! Some jurisdictions require the
awarding of a “mercy ticket” for each game play.
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“Entertainment Value” of a redemption game —
the sum total of the atiributes of a game which include:
average time of play, physical nature of play (throw or roil
a ball or coin), competition factors, lights, sounds, color,
activity. The predominant attribute is “time of play.”

“Golden Rule of Redemption” — A game’s ticket
payout percentage is the inverse of the game's enter-
tainment value.

Redemption games with high entertainment value
such as Skee-Ball must have the lowest ticket payout
percentage, and the games with the lowest _g@§¥
entertainment value (some of the quickly
played token action games) must have the
highest ticket payout percentage. The best
balance that can be obtained to end each (£
week with an average “Redeemed [#
Percentage” of 25 percent is to use a
range of Average Ticket Payout percent-
age from a low of 15 percent to a high of 40
percent.

Perceived Value of a Prize — The retail price
that your customer would expect to pay for that item in
a store. Our industry purchases prizes at “wholesale”
prices. The key is to search for prizes that have a
perceived value of four times the wholesale price. This
is not always possible, but if your average redeemed
percentage is 25 percent, the players will receive the
same perceived value of prizes as they actually spend in
the redemption games. As you will not realistically be
able to always purchase items with a 4-to-1 ratio, the
difference between the money the customer spends
playing redemption games and the perceived value
he/she wins in prizes will be the fun and excitement
value that the player experiences. When this difference
is increased, it is well known that the redemption game
gross revenues will decrease, as will the other revenue
areas of your facility.

COST
Average Redemption Game (Per Player Station) =
$3,500-54,000 (combination of new and reconditioned).

RECOMMENDED REDEMPTION TICKET PAYOUT %

Enterfainment Ticket Game
Value Payout % Type
Very Low 40% Roll Downs
Low 35% Token Action Games
30% Token Pushers
Medium 25% Kiddie Games
20% Sport Games
High 15% Alley Games

Overall Average Redemption Ticket Payout
for Game Arcade - 25%

SPACE REQUIREMENTS

Redemption games require 30 sq. ft. per game.
Video games require 50 sq. ft. per game. When
combined with video and novelty, it is best to use 40 sq
ft. per game (including aisle space and space for a
redemption prize center).

Frequently Asked Questions

How is the best way to set up a Game Arcade?

Let’s look at two basic room layouts:

along the length. This layout provides the
most benefits because the front sections can
& have glass sections and glass doors so¢ that
Bl the customers can see the entire Arcade as

8 Depending on where the traffic comes

from, it is best to place the low redemption
¥ games in the front section right after the
entrance. In a perfect world you want the
customers to walk through the games with no
barriers, but in a waterpark you must control the envi-
ronment and therefore a separate enclosed Arcade is
utilized.

2. Rectangle where the main entrance (or only entrance)
is at one end of the short width. In this case you want to
place the redemption center either to the right or left
front section and all of the redemption games in the
front half of the room. Keeping the video games in the
back half will keep the male teenagers in that section
and have the front section open to parents with small
children, female teens and even older couples.

What are the lighting, music, and theming
considerations?

Having a well-lit game center is very important to
attract and keep families. Families are now defined as
parents with young children. Teenagers are not
normally included anymore in the definition of family,
but an indoor waterpark is one of the few entertain-
ment facilities that teens are willing to go to with their
parents and younger brothers and sisters. To keep the
teens separated, the lighting in the video game section
can be somewhat less than that of the redemption
section. After 9 p.m. when the smaller children should
be back at the hotel, some facilities turn down the
lights, turn on the neon, crank up the music and
become a teenage and young-adult game center. This is
not easy to do, but it can be done. The best-performing
game cenfers also provide two different types of music:
one that is comfortable for the teens in the video
section and ancther for the families in the redemption
and merchandise dispensing areas of the game area.






