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1 Executive Summary

1.1 Background and study rationale

Australia has one of the highest recreational gambling rates in the world, with
approximately 70 per cent of the adult population engaging in some form of gambling
each year. Gambling expenditure is dominated by Electronic Gaming Machines
(EGMs), which comprise approximately 62% of all spending on gambling. Many EGM
venues offer loyalty programs to their patrons. Some states/territories have
guidelines around loyalty programs but others do not.

Little research exists on the programs themselves, such as how many EGM venues
sponsor loyalty programs, the composition of the programs, how they are marketed, or
percentage take-up. Moreover, there is almost no empirical evidence regarding impact
of loyalty programs on increased risk of problem gambling.

Social Research Group (a division of Market Solutions) was commissioned by
Gambling Research Australia (GRA) and the Department of Justice (DoJ) to undertake
The Role of Loyalty Programs in Gambling research project.

This research project was designed to answer the following key research questions as
posed in the research brief from GRA:

1. Do loyalty programs result in increased EGM gambling (money and/or time and/or

number of visits)?

Do loyalty programs result in increased risk of problem gambling?

Do loyalty programs induce (give people a reason) to visit an EGM venue?

Do loyalty programs affect gamblers’ control?

Do loyalty programs reward “loyalty” (i.e. faithfulness and devotion; they visit that

venue rather than another venue) or create “incentive” (i.e. encouragement to

gamble more money/for longer)?

6. Which loyalty programs most encourage gambling activities/higher levels of
spending/time spent gambling?

7. Isthere a greater connection between these “high success” programs® and
gambling risk level?

ok wbd

! “High Success Loyalty Programs” (HSLP) are defined as LPs that include more of the features determined from the
literature review that may increase “loyalty”. Refer to Section 6.4.7 of the report for a description of these features and
the Appendix for an explanation of how this variable was calculated.
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1.2 Methodology

This project consisted of four studies conducted in three stages:

* Stage 1:
0 Study 1: Audit of loyalty programs
0 Study 2: Literature review
* Stage 2:
0 Study 3: Online discussion boards
* Stage 3:
0 Study 4: Longitudinal Survey (3 waves)

This report details the methodology, fieldwork procedures, and findings of the four
studies. It then provides a discussion of the findings along with some conclusions.

1.3 Audit of gambling loyalty programs in Australia

A total of 367 EGM venues were audited across all Australian states and territories.
The data collected were weighted to ensure accurate representation of venue types
(casinos, hotels and clubs) within each state and territory so that the data can be
generalised to the entire EGM venue population. Key findings from the audit are shown
below.

Table 1.1: Key findings from Audit

Key Findings - Audit

1. Around 1lin 5 EGM venues in Australia has a loyalty program (18%).

2. Loyalty programs are most common in casinos (92%, or all but one) and venues with a
large number (40+) of EGMs (62%), and least likely in hotels (13%) and venues with a
small number of EGMs (3% of small (11-21); 1% of very small (1-10)). Size of venue
(i.e. number of EGMSs) tends to correlate with venue type; casinos have larger numbers
of EGMs while clubs and hotels have smaller numbers.

3. Tasmanian EGM venues are most likely to offer loyalty programs (74%) and these are
mostly hotels. Venues in New South Wales and the Northern Territory are least likely
(10% and 9%, respectively).

4. Approximately 59% of all EGM venues in Australia have a website. Casinos (100%) and
larger venues (42%) are more likely to have a website; this compares with 70% of clubs
and 51% of hotels, and 33% of both small and very small venues.
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Key Findings - Audit

5. Although Tasmania is more likely than any other state or territory to have a loyalty
program, the existence of a loyalty program is unlikely to be evident on their website.
These websites do, however, commonly display information about EGMs or gambling
activities offered at the venue.

6. Of the 37% of venues that advertise EGMs on their website, 22% of these advertise a
loyalty program. Such venues are more likely to be casinos or clubs, large venues, or
venues located in Queensland or the Northern Territory.

7. Whereas EGM venues in Queensland are the most likely to promote EGMs and loyalty
programs, if they have them, on their websites, they are only moderately likely to
actually have a loyalty program (25%).

8. No venues in New South Wales or the ACT have loyalty programs advertised on their
websites. Despite this fact, the ACT was found to have the second highest percentage
of EGM venues with a loyalty program (44%).

9. Of the 31 venues with a loyalty program mentioned on their website, all but six included
some sort of Responsible Gambling Message (RGM).

10. Venues with loyalty programs generally provided detailed information about gambling
activities on their website.

11. Most loyalty programs operate on a points-based system that is linked with money
spent on gambling activities, but generally also money spent on other venue activities
such as food, beverages, and accommaodation, if any.

12. Rewards offered across programs vary and are generally associated with redeeming
points for discounts/ vouchers to be used at the venue such as on meals and drinks,
thus promoting further spending at the venue.

13. Redeeming points or earning gambling credit is another common feature of loyalty
programs, as is earning entry into prize draws (mainly to win cash).
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1.4 Literature review

The purpose of the literature review was to present the available evidence regarding
loyalty programs’ efficacy and impact on gambling attitudes and behaviours. A search
of the academic and grey literature found a total of 54 relevant articles. Search terms
used were: “loyalty programs” OR “rewards programs” OR “membership card(s)” WITH
OR WITHOUT gamblers/gambling; electronic gambling machines/poker
machines/pokies/slot machines/fruit machines; Australia. The grey literature was
searched using Google Scholar, as well as by searching the government website in
each state or territory responsible for gambling, and gambling research organisations.
Of the 54 articles found, only two were Australian; the remaining were international.
Sixteen of the articles were specific to the gambling industry; 19 about industries other
than gambling; and 19 about loyalty programs generally. All of the international
gambling loyalty program articles were about casinos and all but one of these
discussed casinos in the United States.

One of the Australian articles that discussed loyalty programs was a qualitative study of
gambling marketing involving interviews with 100 Victorian gamblers; the other was an
examination of the marketing strategies of Australian casinos with its purpose to advise
casino managers on how to better promote their product. The Victorian study, while not
focused exclusively on loyalty programs, did find that high risk and problem gamblers
(PGs), and gamblers from lower socio-economic groups, view loyalty programs more
positively and with less concern about possible risks than do other groups.

The international literature on gambling loyalty programs, loyalty programs in industries
other than gambling, and loyalty programs in general provide similar findings. All of
these articles are written from a marketing perspective, with none discussing possible
adverse effects of the programs on customers and instead considering only potential
gains by industry. Most of the literature focuses on the question of whether loyalty
programs “work”; several articles are dedicated to describing “best practices” for loyalty
programs.

Loyalty programs are one of a number of marketing tactics designed to increase
purchases and foster customers’ loyalty. Loyalty programs are different from
“inducements”, which are one-off benefits such as free meals, gifts and account credits
and which therefore do not reward or encourage repeat purchase. The elements of a
typical loyalty program involve members earning loyalty points, or the equivalent, for
buying from the loyalty program provider. Accumulated points can then be exchanged
for discounts, gifts, or membership in higher loyalty program tiers. Most researchers
agree that a goal of loyalty programs is to build both attitudinal and behavioural loyalty
toward the company or brand. However, there is some disagreement about whether
loyalty is the end goal of loyalty programs or whether it is something else such as
company profit. A few researchers argue that ultimately behavioural loyalty is all that
matters. Effects of loyalty programs are often explained by either economic utility
theory or drawn from equity theory. According to economic utility theory, loyalty
programs provide rewards that enhance the value and utility of a product or service,
thus increasing the likelihood of current and future purchases. According to equity
theory, however, customers compare their purchase input, such as money, time, effort

11
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etc., with outputs or gains to evaluate whether they have been treated equitably in the
process (Bu, Kim, Lee, & Lee, 2009).

Gambling policy in Australia is largely the responsibility of the states rather than the
Commonwealth. The states and territories have a variety of regulations and guidelines
that affect or potentially affect gambling loyalty programs based on a number of acts,
codes, and other legislation. Key findings from the international literature on loyalty
programs are shown below.

Table 1.2: Key findings from Literature Review

Key Findings — Literature Review

1. The evidence regarding effectiveness of loyalty programs as a whole is mixed, with
most reviews concluding that effects are positive but small.

2. Tiered programs appear to be more effective than non-tiered programs.

3. Both reward distance (humber of points required to redeem a reward) and step size
(number of points earned per dollar) appear to affect loyalty, although these effects are
moderated by customer step-size ambiguity (uncertainty regarding how many point they
receive per dollar spent) and program magnitude (absolute sizes of the reward
distances and step sizes). This finding, however, is based on only one article involving
two studies.

4. Type of rewards (direct — tied to the brand, or indirect), timing of rewards (immediate or
delayed), magnitude of rewards, and frequency of rewards may all impact on
effectiveness of loyalty programs, but that impact varies depending on individual
consumers’ situations and attributes.

5. Loyalty programs may be relatively more effective with particular sub-groups of
gamblers, although there appears to be little consensus and some contradictory
findings regarding which groups. Various studies identify the following groups as “best
targets” for loyalty programs: those with high attitudinal loyalty even if they are low in
behavioural loyalty; “loyal big spenders” and “transient big spenders”; “elite elders”; low-
and moderate-frequency buyers (but not high-frequency buyers); single loyalty program
members (vs. people with multiple memberships); men if the loyalty program
emphasises status when that higher status is highly visible to others but women if the
program emphasises personalisation in a private setting; and particular demographic
groups of interest to marketers in the United States, including “emerging Hispanics”
(recent arrivals with modest incomes).

6. There is mixed evidence regarding the role of customer satisfaction in loyalty. There is
disagreement regarding whether customer satisfaction is an independent driver of
loyalty rather than as a mediator of its effects on company performance. There is also
some argument as to whether customer satisfaction has any correlation at all with
loyalty.
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Key Findings — Literature Review

7. A few studies discuss aspects of loyalty program effectiveness that fall outside the
topics of program structure, rewards, or consumer segments. These include relational
equity2 and relationship age, communication of the loyalty program to members, and
loyalty program distinctiveness and identify relevance.?

8. A single study found that relational equity has a positive independent influence on both
attitudinal and behavioural loyalty and that the effects of relational equity increase along
with relationship age.

9. Two studies examined associations between how a loyalty program is communicated to
customers and loyalty. The first found that the channels through which the program is
communicated, the style and quality of that communication, and the extent to which a
communication message matches someone’s image of themselves all impact on
loyalty. The second found that rewards are best communicated as “additional perks”
provided to loyalty customers at the company’s expense and that an effective loyalty
program involves developing a program that fits with its customers’ needs, both in terms
of their spending behaviours and program requirements, as well as emotional needs.

10. A single study found that the distinctiveness of a loyalty program and its identity
relevance both ultimately influence loyalty.

11. In terms of “best practice” in loyalty programs, a number of researchers argue that the
real value of loyalty programs is not in changing attitudes or behaviours or indeed
increasing “loyalty” but in compiling a detailed customer database on customers’
demographics and spending habits, which can then be used for targeting marketing
activities.

Initially it seems plausible to apply evidence regarding international loyalty programs to
Australian gambling loyalty programs. However, a number of differences between the
context of loyalty programs in other countries and Australia suggest caution. These
differences include:

* The high level of saturation of the loyalty program market outside of the
Australian gambling industry. In these industries, most companies have a
loyalty program and most consumers are members of multiple programs. As a
result of this high level of saturation, companies often find it difficult to
distinguish their program from others, and consumers are able to compare
programs and choose the one or ones they like best. From our audit of EGM
venue gambling loyalty programs, we know that only approximately 18% of
venues have a loyalty program, and although a considerable percentage of
LPMs may belong to more than one LP (approximately 22% of our survey

2 Costabile et al., (2008) define “relational equity” as ‘the customer perception of the proportionality between her or his
own benefit-cost ratio and the firm’s benefit-cost ratio within a continuous customer-provider relationship’.

® Ha (2008) defines “identity relevance” as the fit between rewards offered by a loyalty program and a consumer’s
identity needs (i.e. goals).
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sample), it appears that few compare programs (in fact, none of our online
discussion board participants compared programs).

All of the international gambling loyalty program literature is about casino loyalty
programs, which may resemble Australian casino loyalty programs, but perhaps
not those provided by clubs or hotels.

Several of the U.S. casino studies discuss the impact of the recession in the
U.S. on the gambling industry there, resulting in casinos fighting harder at lower
profit margins for a shrinking number of gamblers and dollars. This is a
somewhat different scenario than exists in Australia.

The gaps in the evidence base regarding the impact of loyalty programs on
gamblers, and particularly at-risk gamblers, are huge. They include:

An almost complete lack of studies on Australian gambling loyalty programs

An almost complete lack of loyalty program literature written from other than a
marketing perspective

A dearth of evidence regarding the differential impact of loyalty program on
various sub-groups of gamblers, and specifically on problem or high-risk
gamblers

A limited number of studies on how various aspects of loyalty programs, such
as the structure of the program, types of rewards, manner in which the program
is communicated, and so on, impact on gamblers, and particularly problem and
at-risk gamblers

An almost complete lack of literature regarding whether a “successful” loyalty
program merely increases loyalty to one brand (or venue) at the expense of
another, resulting in a zero-sum gain in terms of total amount spent or time, or
whether in fact it increases total spending.
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1.5 Online discussion boards

A total of six online discussion boards were held with loyalty program members,
grouped by primary EGM venue (casino; club; pub/hotel) and problem gambling risk as
measured by the Problem Gambling Severity Index (PGSI) (non/low/moderate-risk;
problem gambler). The Club_High group included “moderate-risk” gamblers as well as
“problem gamblers”. After this first group was conducted, it was determined that the
views of moderate-risk gamblers were more similar to those of lower-risk gamblers
than to problem gamblers; for the rest of the groups we therefore included moderate-
risk gamblers with the low and non-problem gamblers.

A total of 300 people were recruited for the discussion boards (i.e. agreed to
participate); 200 logged on and patrticipated. Each board was open for a total of two
weeks — one week during which daily topics were posted, and an additional week for
any additional comments. Active participants were offered $50 vouchers to thank them
for their time and effort.

Table 1.3: Composition of Online Discussion Boards

Pub/Hotel  Pub/Hotel Club Club Casino Casino
Low High Low High Low High
PGSI categories included Non/low/ PG Non & Mod & Non/low/ PG
mod Low PG mod

Dates board open  5-18 May 5-18 May 5-18 May  7-20 Apr  5-18 May  5-18 May

Number of participants recruited 50 50 50 50 50 50

Number of active participants 35 35 38 36 29 27

Participants included a mix of genders, ages and locations. Women made up a majority
on four of the six boards. Men were a slight majority on both of the casino boards.
Women were a large majority (64% of participants) on the Club_High board.
Participants on the Casino_High board were significantly younger than those on the
other boards, with more than half of participants aged 34 years or younger. The
Club_Low board contained a relatively greater percentage of older participants, with
more than half aged 55 or older. Most participants were from New South Wales,
Queensland and Victoria, with significant percentages of participants on the Pub/Hotel
boards from South Australia. A very low percentage (6%) of Casino_Low participants
were from New South Wales. In Western Australia, EGMs are located only in the
casino.
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Table 1.4: Key findings from Online Discussion Boards

Key Findings — Online Discussion Boards

1. Most participants, when directly asked, stated that their loyalty program membership
does not affect their gambling behaviour. However, other comments by some of these
same participants revealed that in fact this may not be the case.

2. Venues actively induce patrons to join their Loyalty Program Membership (LPM). These
inducements include:

a. Clubs: making LPM an automatic part of their club membership

b. Pubs/Hotels: Staff approaching patrons about the Loyalty Program (LP) and
sometimes even filling out the paperwork for them

c. Pubs/Hotels: Requiring that anyone who lives within a certain distance of the venue
must join the LP in order to attend the venue

3. Many participants admitted they do not really understand how their LP works.

4. Almost no participants said they received information regarding money and time spent
gambling, although most said they received information regarding point accumulation.

5. Even participants who enjoyed their LP and saw no ill effects of being a member on
their own gambling behaviours often expressed somewhat ambivalent attitudes about
gambling loyalty programs in general.
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1.6 Three-wave longitudinal telephone survey

A three-wave, longitudinal telephone survey was conducted with over 1,000 people
who either play EGMs or have an interest in playing EGMs. Each wave of data
collection took place approximately six months apart. Respondents included significant
numbers of moderate-risk and problem gamblers (as measured by the PGSI) and
loyalty program members. Survey length was approximately 20 minutes.

Survey participants were recruited from various sources and using a combination of
methods:

* Users of Facebook and Google

* Subscribers to the Pro Punter newsletter
* Members of a consumer panel

* Contacts of professional recruiters

e Listings in a commercially available telephone database

The content of the survey instrument was informed by findings from the audit of loyalty
programs, literature review, online discussion boards and input from our topic experts.

The primary analytical approach used was individual growth curves analysis, a
technique within mixed modelling. Such an approach has a number of advantages over
other, less sophisticated approaches to analysis of longitudinal data, resulting in more
accurate and precise findings.

Control variables included the following: time, gender; age; main activity; household
income; personal income; PGSI score (for models other than that with PGSI score as
the outcome variable); gambling frequency (for models other than that with gambling
frequency as the outcome variable); and interactions between each of the predictor
variables and time. The table below presents the impact of LPM on the outcome
variable, holding the above variables constant.

17
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Table 1.5: Key findings from Survey
Key Findings - Survey

1. Loyalty program membership is associated with amount of money spent
gambling on the previous gambling occasion. Loyalty program members spend, on
average, 1.37 times more money per gambling occasion than do non-LPMs, after any
effects of gender, age, main activity, household and personal income, PGSI score,
gambling frequency, survey wave and interactions between each of the predictor
variables and survey wave are taken into consideration (at wave 2%).

2. Loyalty program membership is associated with amount of time usually spent
gambling. Loyalty program members usually spend, on average, 1.23 times more
hours gambling than do non-LPMs, after any effects of gender, age, main activity,
household and personal income, PGSI score, gambling frequency, survey wave and
interactions between each of the predictor variables and survey wave are taken into
consideration (at wave 2).

3. Loyalty program membership is associated with gambling frequency. Loyalty
program members gamble on average 1.27 times as frequently per year as compared
with non-LPMs, after any effects of gender, age, main activity, household and personal
income, PGSI score, survey wave and interactions between each of the predictor
variables and survey wave are taken into consideration (at wave 2).

4. Loyalty program membership is associated with increased feelings around
incentive to gamble, as measured by seven items from the Gambling Attitudes and
Beliefs Survey (GABS-23). Loyalty program members score, on average, 0.50 points
higher than non-LPMs on the 22-point scale, after any effects of gender, age, main
activity, household and personal income, PGSI score, gambling frequency, survey wave
and interactions between each of the predictor variables and survey wave are taken into
consideration (at wave 2).

5. Loyalty program membership is associated with increases in risk of problem
gambling, as measured by PGSI category. Loyalty program members have, on
average, 2.68 times the odds of being a “moderate-risk” or “problem” gambler as
measured by the PGSI as compared with non-LPMs, after any effects of gender, age,
main activity, household and personal income, gambling frequency, survey wave and
interactions between each of the predictor variables and survey wave are taken into
consideration (at wave 2).

6. Loyalty program membership does not appear to be associated with a reduction
in feelings of ability to stop or reduce gambling. Loyalty program members have on
average 0.98 times the odds of agreeing that they can easily either stop or reduce their
gambling as compared with non-loyalty program members, after any effects of gender,
age, main activity, household and personal income, PGSI score, gambling frequency,
survey wave and interactions between each of the predictor variables and survey wave
are taken into consideration (wave 2).

“ Because the time variable is best modelled as discrete rather than continuous, reported effects are thus as at the
middle time-point, or wave 2.
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Key Findings - Survey

7. Loyalty program membership may be associated with increased binge gambling5
although the significance level does not reach the threshold of p <.05. Loyalty
program members have on average 1.33 times the odds of having binged on gambling
in the past 12 months as compared with non-LPMs, after any effects of gender, age,
main activity, household and personal income, PGSI score, gambling frequency, survey
wave and interactions between each of the predictor variables and survey wave are
taken into consideration (at wave 2) (p =.18).

8. Whereas loyalty program membership is associated with incentive to gamble (as
measured by time/money spent gambling and gambling frequency) LPM is not
associated with increased venue loyalty, as measured by number of venues where
gamblers gamble, and in fact is associated with an increase in the number of venues
attended. Loyalty program members have on average, 2.67 times the odds of playing
EGMs at two or more venues in the previous 12 months as compared with non-LPMs,
after any effects of gender, age, main activity, household and personal income, PGSI
score, gambling frequency, survey wave and interactions between each of the predictor
variables and survey wave are taken into consideration (at wave 2).

9. “High success” loyalty programs6 do not appear to be associated with greater
amounts of money spent gambling. Each one-point increase in High Success Loyalty
Program (HSLP) score is associated with 0.99 times the amount spent gambling on last
occasion as compared with non-LPMs, after any effects of gender, age, main activity,
household and personal income, PGSI score, gambling frequency, survey wave and
interactions between each of the predictor variables and survey wave are taken into
consideration (at wave 2).

10. “High success” loyalty programs are associated with greater amounts of time
spent gambling although the effects size is small. Each one-point increase on the
nine-point HSLP score is associated with 1.05 times the number of hours spent
gambling, after any effects of gender, age, main activity, household and personal
income, PGSI score, gambling frequency, survey wave and interactions between each
of the predictor variables and survey wave are taken into consideration (at wave 2).

11. “High success” loyalty programs may be associated with increased risk of
problem gambling as measured by the PGSI although the significance level does not
meet the threshold of p <.05. Each one-point increase in HSLP score is associated with
1.21 times the odds of being in the “moderate-risk/problem gambling” category after any
effects of gender, age, main activity, household and personal income, gambling
frequency, survey wave and interactions between each of the predictor variables and
survey wave are taken into consideration (at wave 2) (p =.12).

® For purposes of this study, “binge gambling” is based on the following question, from the Victorian Gambling Study:
“On how many days in the past 12 months did you binge on gambling — that is, spend a significantly larger than usual
amount in a shorter than usual period of time?” (State of Victoria, Department of Justice 2011)

® The definition of “High success” LPs was based on findings from the literature review regarding components of “more
successful” loyalty programs. A higher HSLP score indicates a LP with a greater number of such components.
Attributes included are listed in section 6.4.7 of the report. In addition, a table explaining how the HSLP variable was
calculated is included in the Appendix.
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These results from the longitudinal survey indicate that loyalty programs are
significantly associated with several measures of gambling behaviours and risks. The
non-significant finding for binge gambling may be due to the very low levels of binge
gambling among gambling respondents, with almost three-quarters (74%) of gamblers
reporting zero days of binge gambling in the prior 12 months, and only 9% reporting
four days or more. Although not statistically significant, LPMs nevertheless have 1.33
times the odds of binge gambling as compared with non-LPMs. This possible
association between LPM and binge gambling deserves further research. There are
several possible explanations for the mixed results regarding impact of “high success”
LPs. One is that many respondents belonged to more than one LP, with 21.7%
belonging to two or more, but respondents were asked details only about the LP they
used most. It is likely that this dilutes the impact of any one LP. Other possible
explanations for these results of non-significant impact are discussed in the overall
study discussion section.
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1.7 Discussion

From the audit, we find that just 18% of EGM venues have loyalty programs, although
these tend to be in the casinos and larger venues, and many gamblers belong to more
than one LP, which suggests that their reach may be greater than indicated by the
prevalence rate.

From the audit, discussion boards and survey, we conclude that LPs in Australia
currently are not particularly sophisticated or aggressive in their marketing, at least as
compared with LPs internationally, although they do include practices such as including
LPM with general club membership and staff approaching patrons at venues to sign
them up to the LP. Little evidence exists in the literature regarding impact of gambling
LPs on gambling behaviours.

Based on all four studies, we draw the following conclusions regarding the impact of
LPs on gambling behaviours:

Based on
Research question Finding which
study(ies)

. Do loyalty programs result in increased EGM Likely. There . .

| : Disc bds;
gambling (money and/or time and/or number of appears to be
. . survey
visits)? an association.
. Do loyalty programs result in increased risk of Likely. There Disc bds;
. appears to be
problem gambling? . survey
an association.
Maybe. Mixed
. Do loyalty programs induce (give people a reason) to | findings from Disc bds;
visit an EGM venue? disc bds and survey
survey
Probably not to . )
, Disc bds;
. Do loyalty programs affect gamblers’ control? any great
survey
extent

. Do loyalty programs reward “loyalty” (i.e. faithfulness . . .
and devotion; they visit that venue rather than t{l;telyé:r;;er;tlve Disc bds;
another venue) or create “incentive” (i.e. P P survey

not loyalty.
encouragement to gamble more money/for longer)?
HSLPs )

. Which loyalty programs most encourage gambling associated with | Literature
activities/higher levels of spending/time spent increased time | review; disc
gambling but not money | bds; survey

spent
Maybe.
Positive _

. Is there a greater connection between these “high association Disc bds;
success” programs and gambling risk level? from survey but | survey

not statistically
significant
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1.8 Limitations

* Information about LPs for the audit was gathered by looking at the venue’s
website (if it had one) and talking with someone at the venue on the telephone,
rather than visiting the venue in person, which appears to be how most LPMs
find out about loyalty programs. It is possible that different or additional
information may have been gathered with an in-person approach. It is also
possible that the particular individual answering the telephone provided different
information than might have been gathered by talking with a different staff
member.

* Because LPMs who participated in the online discussion boards knew that the
topic of discussion was loyalty programs, it is possible that LPs came up more
often in discussions than might otherwise have been the case.

* Many of the behaviour questions in the survey asked about behaviours over the
prior 12 months, but data collection waves were six months apart.

* Venue “loyalty” is a difficult concept to operationalise in a survey. We might look
at number of venues where one holds a LPM as a proportion of number of
venues where one plays EGMs, with perfect loyalty equal to 1; however, this
would mean that anyone who did not belong to a LP would have a loyalty score
of ‘0". We therefore examined number of venues where someone played EGMs,
hypothesising that this number would be lower on average for LPMs than non-
LPMs after controlling for gambling frequency. However, this may not be the
case. For example, it may be that number of venues does not change, but that
frequency of venue attendance at LP venues is higher than at non-LP venues.

e Computation of the HSLP variable was based on findings from the literature
regarding what constituted “successful programs”, but was not independently
tested.

* The longitudinal survey was conducted over only a 12-month period whereas
behaviour change, including both LPM and gambling behaviours, is normally a
slow process. Results therefore likely underreport the true impact of LPs on
gambling behaviours.
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2 Introduction

2.1 Background

Australia has one of the highest recreational gambling rates in the world, with
approximately 70 per cent of the adult population engaging in some form of
gambling each year. Gambling expenditure increased substantially in the 1990s,
mostly due to the liberalisation of gaming laws, and has since then stabilised. Most
gamblers engage in gambling for entertainment without harmful effects. A small
percentage of gamblers, however, encounter difficulties, with approximately 0.5% to
1.0% characterised as “problem gamblers” and an additional 1.4% to 2.1% identified as
being “at risk” of developing a problem. These figures, however, exclude binge
gambling, which may underestimate rates of problem gambling by as much as 35%
(Productivity Commission 2010).

Gambling expenditure is dominated by EGMs, which comprise approximately 62% of
all spending on gambling. Just over half of this expenditure takes place in clubs and
hotels, with the remaining in casinos. This percentage, however, varies widely by
jurisdiction, with expenditure from clubs and hotels representing approximately 73%
in South Australia but 0% in Western Australia where EGMs are allowed only at the
casino. Not only do EGMs comprise the majority of Australian gambling revenue, but
also they are overrepresented among problem gamblers seeking treatment, with
various characteristics of EGMs contributing to their addictive quality. Because of the
above factors, EGM gambling has been the focus of much of the research conducted
on gambling and, specifically, harm minimisation (Productivity Commission 2010).

Some EGM venues offer loyalty programs to their patrons. These programs often
involve the issuing of loyalty cards, which allow players to accumulate points that can
be traded in for prizes, raffle tickets or coupons that can then be converted into
credits for use on EGMs (Delfabbro, 2011). Loyalty program members may also
receive exclusive emails and newsletters to keep them up-to-date with the latest offers
and benefits, and the ability to check and redeem their points online. Most casino
loyalty programs provide privileges such as affinity groups, frequent buyer or visitor
program and customer clubs, and allow members to gain special access to private
events, cash- back programs, and exclusive entry to VIP gambling tables or even
free parking. Most casinos return to members a certain percentage of their play
money, to encourage the members to play and return (Koo, Lee, & Ahn, 2012).

Some states have guidelines around loyalty programs. For example, Queensland’s
Responsible Gambling Guidelines state that individuals should not be emailed or
direct-marketed about gambling products, including loyalty programs, if they have not
consented to receiving such materials. And in some jurisdictions, gambling advertising
must include problem gambling or harm minimisation measures (Thomas, Lewis,
McLeod, & Haycock, 2011).
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The limited research on loyalty programs does not generally find a large connection
between loyalty programs and increases in problem gambling (Koo et al., 2012).
However, almost all of this research has been qualitative and based on gamblers’
perceptions, which limits the ability to draw definite conclusions. There is concern
that loyalty programs provide an inducement to individuals to play EGMs more often
and for longer periods of time than would otherwise be the case and to potentially
reduce a gambler's capacity to maintain control over their gambling behaviour
(Productivity Commission 1999). Moreover, there is some research suggesting that
advertising may have a greater impact on the gambling behaviour of problem gamblers
than of non-problem gamblers (Thomas et al., 2011). Not only is there limited empirical
research on connections between loyalty programs and problem gambling, but also
there appears to be little information about the programs themselves, such as
how many EGM venues sponsor loyalty programs, the composition of the programs,
how they are marketed, or percentage take-up.

2.2 Research objectives
Key questions to be answered by this research project include:

1. Do loyalty programs result in increased EGM gambling (money and/or time and/or

number of visits)?

Do loyalty programs result in increased risk of problem gambling?

Do loyalty programs induce (give people a reason) to visit an EGM venue?

Do loyalty programs affect gamblers’ control?

Do loyalty programs reward “loyalty” (i.e. faithfulness and devotion; they visit that

venue rather than another venue) or create “incentive” (i.e. encouragement to

gamble more money/for longer)?

6. Which loyalty programs most encourage gambling activities/higher levels of
spending/time spent gambling?

7. Isthere a greater connection between these “high success” programs and gambling
risk level?

ok
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2.3 Project overview

Social Research Group (a division of Market Solutions) was commissioned by GRA
and DoJ to undertake The Role of Loyalty Programs in Gambling research project.

This project consisted of four studies conducted in three stages:

e Stage 1:
0 Study 1: Audit of loyalty programs
0 Study 2: Literature review
e Stage 2:
0 Study 3: Online discussion groups
* Stage 3:
0 Study 4: Longitudinal Survey (3 waves)

This report details the data collection methodology, fieldwork procedures, and findings
of all stages of the project. It then provides a discussion of the findings along with some
conclusions.

2.3.1 Study 1: Audit of loyalty programs

The audit was designed to answer the following key questions:

1. What percentage of EGM venues in Australia have loyalty programs? Do these

percentages differ by State/Territory and by type of venue (casino; club; hotel)?

How do the loyalty programs work? How do you build up rewards points?

What sorts of rewards can you get?

Are the programs linked to non-gambling activities?

How do you enrol? Is membership free or is a fee charged?

How are the loyalty programs marketed (e.g. Are they on their website? Can

you enrol online or over the telephone or do you need to visit the venue? Do

they send out newsletters or other communications about the program?)

7. How do loyalty programs differ by State/Territory and by type of venue (casino;
club; hotel)?

ook WD

The audits of EGM venues were undertaken during the last two weeks of February
2014. Please note that any legislation referred to in the discussion of audit findings is
legislation in place as at this date. A total of 367 venues including casinos, clubs, and
hotels were selected using a stratified sampling approach based on State/Territory and
venue type from an estimated 5,696 EGM venues across Australia.

25
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Each venue audit was completed in two stages:

» Stage 1: Venues researched to establish online presence and identification of
EGMs and/or a loyalty program at venue. Prominence of EGMs or loyalty
programs on website and ease of location/ navigation also recorded.

e Stage 2: Venues called by auditor posing as potential customer to confirm
existence of loyalty program. Details regarding how the program works, key
features and rewards, and how one would go about joining the program were
also sought. Venues asked to send out additional information by email.

2.3.2 Study 2: Literature review

The purpose of the literature review was to present the evidence regarding loyalty
programs’ efficacy and impact on gambling attitudes and behaviours. A preliminary
review of the literature on loyalty programs conducted at the proposal stage indicated
that there is little information on gambling loyalty programs either in Australia or
overseas. This review therefore widened the net to include literature on loyalty
programs in general, as well as in industries outside of gambling for which the findings
may be applicable to the gambling industry. Findings from the literature review and
audit assisted the development of the online discussion board topic questions and
survey instrument.

The literature review was conducted during January through April 2014. A total of 54
articles were included in the review comprising a mix of academic and grey literature.
These were derived from systematic searches of electronic databases conducted by
two researchers independently. Search terms consisted of: “loyalty programs” OR
“rewards programs” OR “membership card(s)” WITH OR WITHOUT
gamblers/gambling; electronic gambling machines/poker machines/pokies/slot
machines/fruit machines; Australia.

The articles chosen met the following inclusion criteria:

* any academic article or publicly available report on a government or gambling
research organisation website

* in English

 published within the past 10 years (2004-on’) about customer loyalty programs.

" Two exceptions to this date restriction were one article published in 2002 and another in 2003 that were deemed
significant enough to include in the review.



Gambling Research Australia: The Role of Loyalty Programs in Gambling 27

2.3.3 Study 3: Online discussion boards

The purpose of the online discussion boards was to provide in-depth, qualitative data
on personal experiences of LPMs who belong to loyalty programs and perceptions
regarding impact of the programs on attitudes and behaviours around gambling.

Six discussion boards were conducted in April and May 2014. A total of 300 loyalty
program members were recruited to the boards via various channels including cold
calling, snowball sampling, professional recruitment and advertising in gambling
newsletters and on social media. Two-hundred LPMs participated on the boards. Prior
to participating, potential participants were screened for EGM playing and loyalty
program membership. Additionally, they were classified according to:

a) Type of (primary) venue with loyalty card membership (casinos; hotels; clubs).

b) Level of risk as assessed by the 9-item Canadian PGSI (non-problem; low-risk;
moderate-risk; problem gambler).

The groups/ discussion boards conducted were as follows:

» Group 1 - Clubs: Moderate Risk & Problem Gamblers (Clubs_high)®
* Group 2 — Casinos: Problem Gamblers (Casinos_high)

* Group 3 — Hotels: Problem Gamblers (Hotels_high)

* Group 4 — Clubs: Low Risk & Non-Problem Gamblers (Clubs_low)

* Group 5 — Casinos: Low/Moderate Risk & Non-Problem Gamblers
(Casinos_low)

* Group 6 — Hotels: Low/Moderate Risk & Non-Problem Gamblers (Hotels_low)

After recruitment, participants were sent an email introducing the purpose of the
discussion and informing them of the basic features of the board. Each board ran for
two weeks, with several new discussion topics posted daily for the first seven days.
Participants were alerted via email when new topics were posted. Discussion topics
were informed by the literature review as well as input from topic experts, and were
approved by GRA prior to posting.

8 Moderate gamblers were included with problem gamblers in the Casino group but not in the other groups. After
conducting this first group it was determined that the behaviours and attitudes of “moderate-risk gamblers” were often
quite different from those of “problem gamblers” and more similar to those of lower-risk gamblers.
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2.3.4 Study 4: Longitudinal panel survey
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In order to provide best evidence regarding impact of loyalty programs on gambling risk

over time, a longitudinal panel survey was conducted over three waves at six monthly

intervals.

Specifically, this survey aimed to answer the following key research questions:

1. Do loyalty programs (LPs) increase gambling: amount of money or time spent

gambling, or gambling frequency?
2. Do LPs result in increased risk of problem gambling?
3. Do LPs result in reduced feelings of control around gambling?

4. Do LPs reward “loyalty” (i.e. faithfulness and devotion; they visit that venue

rather than another venue) or create “incentive” (i.e. encouragement to gamble

more money/for longer)?

5. Do *high success” LPs result in more money or time spent gambling, and/or

increase gambling risk?

Survey participants were recruited from various sources and using a combination of

methods:

* Users of Facebook and Google

* Subscribers to the Pro Punter newsletter
* Members of a consumer panel

* Contacts of professional recruiters

e Listings on a commercially available telephone database

The survey sample was stratified by:

* level of gambling risk according to the PGSI and by type of player
e current EGM player and a loyalty program member
* current EGM player and not a loyalty program member

* not a current EGM player but express some interest

In order to qualify for the research, participants had to be aged 18 years or older and

either have played the EGMs in the past 12 months or indicate that they were likely to

play EGMs in the future (i.e. some interest in playing).
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Interviews were conducted by telephone using a Computer Assisted Telephone
Interview (CATI) approach. The total number of interviews completed for each wave
was as follows:

e 1463 —-wavel
e 1,188 —wave 2
e 1,118 -wave 3

The average interview length was 20 minutes, although this varied from participant to
participant depending on how recently they had gambled / played EGMs and whether
they were a member of a loyalty program.

2.4 About this report

This report consists of the following sections:

e Study 1: Audit of Gambling Loyalty Programs
e Study 2: Literature Review

e Study 3: Online Discussion Boards

e Study 4: Longitudinal Telephone Survey

* Discussion

* Conclusions

* Appendixes

Appendices include the following:
* Audit form
e Audit tables
+ Relevant gambling legislation®
* Brochures and other information sent by LP venues
* Discussion board topic guide
* Survey participant recruitment form
* Survey instrument (wave 1)
* Detailed analysis approach

* Detailed analysis — interim models

° This information has been updated to reflect changes to legislation since the audit was conducted in March 2014 and
was current as at November 2015.

29
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e Survey results tables

e Computation of HSLP variable

30
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3 Audit of gambling loyalty programs

3.1 Objectives

The audit was designed to answer the following key questions:

1. What percentage of EGM venues in Australia have loyalty programs? Do

percentages differ by state/territory and by type of venue (casino; club; hotel)?

How do the loyalty programs work? How do you build up rewards points?

What sorts of rewards can you get?

Are the programs linked to non-gambling activities?

How do you enrol? Is membership free or is a fee charged?

How are the loyalty programs marketed (e.g. Are they on their website? Can

you enrol online or over the telephone or do you need to visit the venue? Do

they send out newsletters or other communications about the program?)

7. How do loyalty programs differ by state/territory and by type of venue (casino;
club; hotel)?

ok wN

3.2 Methodology

3.2.1 Venue selection

At the start of the audit there were estimated to be 5,696 EGM venues in Australia
comprising casinos, clubs, and hotels (Productivity Commission 2010). The total
sample of 367 venues included all 13 casinos. The remaining 354 venues were
randomly selected within state/territory and venue type in order to provide a +/- 5%
confidence interval at a 95% confidence level prior to weighting.*® Some oversampling
within smaller cells (e.g. hotels in the ACT) was undertaken in order to be able to
provide a complete picture of loyalty programs across Australia.

1% A key sample proportion of 50% (most conservative assumption) estimated with a tolerance of +/-5% at a 95% level of
confidence would require a sample size of 360 venues. Formula: ss = [Z2*(p)*(1-p)/c2)/[1+(ss-1/pop)]. Where Z=Z value
(e.g. 1.96 for 95% confidence level); p=percentage of particular response on variable (e.g. have a LP; .5 used as most
conservative estimate), expressed as a decimal; ¢ = confidence interval, expressed as a decimal (e.g.; .05 = +/-5).
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The table below shows a breakdown of audits completed across state/ territory and by

venue type.

Table 3.1: Sample details

A list of EGM venues was obtained from GRA/DoJ contacts and/or government
websites in each of the states or territory. Of the 367 venues audited, 18 were found

Type Venues* Audits
ACT Casinos 1 1
Hotels 12 8
Clubs 63 15
Total 76 24
New South Wales Casinos 1 1
Hotels 1710 50
Clubs 1322 50
Total 3033 101
Northern Territory Casinos 2 2
Hotels 39 15
Clubs 33 15
Total 74 32
Queensland Casinos 4 4
Hotels 766 40
Clubs 557 40
Total 1327 84
South Australia Casinos 1 1
Hotels 497 30
Clubs 69 16
Total 567 47
Tasmania Casinos 2 2
Hotels 90 20
Clubs 10 5
Total 102 27
Victoria Casinos 1 1
Hotels 249 25
Clubs 266 25
Total 516 51
Western Australia Casinos 1
Hotels 0
Clubs 0
Total 1 1
Total Australia Casinos 13 13
Hotels 3363 188
Clubs 2320 166
GRAND TOTAL 5696 367

* Source: Productivity Commission 2010, Gambling, Report no. 50, Canberra.
Ch.2. A snapshot of the gambling industry.

not to have EGMs at the time the audit was conducted.
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3.2.2 Audit process

The audits of EGM venues were undertaken during the last two weeks of February
2014. Each venue audit was completed in two stages. The first stage involved
researching the venue online to see whether it has a website and, if so, whether the
website indicates that the venue has EGMs and/or a loyalty program. Any details about
a loyalty program contained on the venue’s website were recorded. Auditors also made
note of how prominent EGMs or loyalty programs were on the venue’s website and
how easy it was to locate or navigate to.

The second stage involved a phone call to each of the venues in the sample, where the
auditor posed as a potential customer (an approach to gathering data often referred to
as “mystery shopping”). This approach was chosen because it was deemed unlikely
that EGM venue operators would provide the necessary, accurate and complete
information needed to answer the key questions for this part of the study if directly
surveyed. Phone calls were made to all selected venues, regardless of whether or not
the venue had a website or whether their loyalty program was advertised on their
website.

The main purpose of the mystery shopping phone call was to provide confirmation of
the existence of any loyalty programs and, once confirmed, to collect further details
about the program. Details were sought regarding how the program works, key
features and rewards, and how one would go about joining the program.
Communications about the program were also investigated by asking whether the
venue sends out newsletters or emails, and asking the venue to send out additional
information by email.

All of the audit information was collected using an audit questionnaire. This instrument
was developed in consultation with GRA / DoJ. A copy of this tool can be found in the
Appendix. In order to gather a complete picture of EGM loyalty programs, the audit
data was supplemented by information from loyalty program members via the
discussion boards and longitudinal survey.

AUDIT PROCESS OVERVIEW

Stage 1: Website Review

*Presence and prominence of EGMs and/or
loyalty programs

e Ease of navigation to EGM/program info

e Details listed

Stage 2: Mystery Shopper Call

¢ Confirmation of loyalty program

e Further details - how you join, how it
works, types of rewards etc.

¢ Other rewards offered for gambling

e« Communications/ email
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3.2.3 Data weighting

To correct for biases in the sample due to the stratified sampling approach, the data
were weighted by venue type within each state to reflect the actual population of EGM
venues in Australia (refer to the table below). For example, hotels in the ACT were
under-represented in the audit sample obtained for ACT. In the sample they constituted
62.5% of ACT venues whereas they actually represent 82.9% of ACT venues. Hence
these venue audits have been re-weighted, or adjusted up, to reflect their true value in
the ACT population. Conversely, clubs in the ACT were over-represented in the audit
sample obtained for the ACT and were thus given a lower weight.

Table 3.2: Weighted and Unweighted Sample

Type  Unweighted Weighted % Difference

ACT Casinos 4.2 1.3 -2.9
Hotels 62.5 82.9 20.4
Clubs 33.3 15.8 -17.5
Total 100.0 100.0 -
New South Wales Casinos 1.0 0.0 -1.0
Hotels 49.5 43.6 -5.9
Clubs 49.5 56.4 6.9
Total 100.0 100.0 -
Northern Territory Casinos 6.2 2.7 -3.5
Hotels 46.9 44.6 -2.3
Clubs 46.9 52.7 5.8
Total 100.0 100.0 -
Queensland Casinos 4.8 0.3 -4.5
Hotels 47.6 42.0 -5.6
Clubs 47.6 57.7 10.1
Total 100.0 100.0 -
South Australia Casinos 2.1 0.2 -1.9
Hotels 34.0 12.2 -21.8
Clubs 63.8 87.7 23.9
Total 100.0 100.0 -
Tasmania Casinos 7.4 2.0 -5.4
Hotels 18.5 9.8 -8.7
Clubs 74.1 88.2 14.1
Total 100.0 100.0 -
Victoria Casinos 2.0 0.2 -1.8
Hotels 49.0 51.6 2.6
Clubs 49.0 48.3 -0.7
Total 100.0 100.0 -
Western Australia Casinos 100.0 100.0 -
Hotels - - -
Clubs - - -
Total 100.0 100.0 -
Total - Australia Casinos 3.5 0.2 -3.3
Hotels 45.2 40.7 -4.5
Clubs 51.2 59.0 7.8

GRAND TOTAL 100.0 100.0 =
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All data presented are weighted data unless otherwise specified. This means that
the results can be interpreted as applying to all EGM venues within each
state/territory, as well as Australia-wide. A copy of the detailed tables detailing
all the data collected can be found in the Appendix.

The next section of the report discusses findings from the audit. Because EGMs in WA
exist only at the one casino, results for WA are not included in the charts but are
discussed in the text accompanying the relevant chart. Where the state or territory
regulations around loyalty programs impact on the findings, this is mentioned. Please
note that these regulations were current as at the date of the audit (February 2014). A
full listing of all regulations relevant to loyalty programs is included in the Appendix.
This legislation has been updated as at November 2015 as per feedback from peer
reviewers.

The data were analysed by type of venue (i.e. casino; club; hotel) as well as by size
(i.e. number of EGMSs). Although both results are presented, it should be noted that
there is a significant overlap between the two variables — casinos have a large number
of EGMs and clubs and hotels generally have considerably smaller numbers of EGMs.
Size was divided into four categories: Very Small, with 10 or fewer EGMs; Small, with
11 to 20 EGMs; Medium, with 21 to 40; and Large, with more than 40 EGMs at the
venue.
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3.3 Prevalence and content of loyalty programs

3.3.1 Prevalence of loyalty programs

Of the 367 venues audited, 99 venues (or around 1 in 4) were confirmed to have a
loyalty program. After weighting the data, this means that approximately 18% of all
EGM venues in Australia have loyalty programs (see below figure).

The incidence of loyalty programs is much greater amongst casinos and venues with a
high number of EGMs, and less common amongst clubs and hotels and venues with a
smaller number of EGMs. All but one of the casinos (92%) appears to have a loyalty
program, while around 1 in 4 clubs and 1 in 10 hotels appear to offer a loyalty program
for their customers.

Figure 3.1: Prevalence of Loyalty Programs

Base: All venues audited (n=367) W % Venues with a loyalty program

OVERALL

VENUE TYPE

Hotel

Club

Casino

VENUE SIZE

Large (>40 EGMs)
Medium (21 to 40 EGMs)

Small (11 to 20 EGMs)

Very small (up to 10 EGMs)

0 10 20 30 40 50 60 70 80 90 100

Q.13 Does the venue have a loyalty program? %
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The incidence of loyalty programs is much greater across Tasmanian venues than in
any other state or territory**. The audit data show that approximately 74% of EGM
venues in Tasmania have loyalty programs, with the majority of these being hotels (see
below figure). The ACT has the second highest prevalence of loyalty programs among
its EGM venues (44%); all of these venues are clubs.

Around 1 in 10 of the EGM venues in New South Wales and the Northern Territory has

loyalty programs. The Perth Crown casino, the only venue in WA that offers EGM
gambling, has a loyalty program.

Figure 3.2: Prevalence of Loyalty Programs — by State

Base: All venues audited (n=367)

% of total venues within State/ Territory with a loyalty program
% 80 4 74% 44% 25% 24% 21% 12% 9%

m Casino
i Club

m Hotel

40 -

20

44.2 4
15.7
2L 9.6 29 ]
ACT aLp viC SA NSW NT

Q.13 Does the venue have a lovaltv broaram?

TAS

! Note that there is only one gambling operator in Tasmania.
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The following chart (see below figure) shows the incidence of loyalty programs by
venue type within each state. All casinos across all states and territories, including
Western Australia (not shown) but with the exception of the ACT were found to have a
loyalty program. In Tasmania, 75% of hotels and 60% of clubs have a loyalty program.
In Victoria, loyalty programs are much more common amongst hotels, with 40% of
hotels in this state having a loyalty program. In contrast, in Queensland, South
Australia and New South Wales, loyalty programs are more common amongst clubs.

Figure 3.3: Prevalence of Loyalty Programs — by Venue Type by State

Base: All venues audited (n=367) W Total MCasino wClub W Hotel
73.8
TAS 100.0
4 60.0
— 74.7
—— 447
ACT 0.0
d 54.0
0.0
24.7
100.0
LD
Q 4 375
— 15,0
23.6
VIC 100.0
7.9
40.2
21.0
SA 100.0
) 4 50.0
— 16.7
11.9
NSW 100.0
22.0
4.0
= 8.1
NT 100.0
d 121
0.0
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%
Q.13 Does the venue have a loyalty program?
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3.3.2 Prevalence of EGMs and loyalty programs on venue websites

Of the 367 venues audited, 242 venues (or around 2 in 3) were found to have a
website. This translates to 59% of all EGM venues in Australia. As expected, larger
venues are more likely to have a website. All (100%) casinos, 70% of clubs and 51% of
hotels have a website.

Of the EGM venues that have a website, gambling machines are specifically advertised
with images and/or text on 37% of these websites. Gambling machines are particularly
prominent on websites of casinos, and venues located in Tasmania or Queensland
(see below figure).

Figure 3.4: Prevalence of EGMs on Venue Websites

Base: Venues with a website (n=242) W % Venues with website that has EGMs

Overall 37.0
VENUETYPE T -~~~ -~~~ -~ - mm m m m m m m m s T T T T T T T T T T T TS T TS ST e e
Casino 84.6
Club 36.5
Hotel 37.0
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Medium (21 to 40 EGMs) 37.4
Small (11 to 20 EGMs) 32.9
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TAS 75.7
QLb 72.5
SA 54.7
NT 48.3
NSW 19.6
ACT 14.3
VIC 2.4
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%

Q.7. Does this venue appear to have pokies?

Only 2% of Victorian EGM venues with a website advertise gambling machines on their
website. This percentage is also low for venues in the ACT and New South Wales
(14% and 20% respectively). The Crown Casino in Perth was found to advertise
gambling machines on their website. Regulations in Victoria and New South Wales
prohibit gambling machine advertising outside of venues (the exception being to
members of a loyalty program or scheme who have opted-in to receiving direct
marketing materials, and then there are still further conditions).** Further analysis also
revealed that venues with a larger number of EGMs were slightly more likely to
advertise EGMs on their websites (42% of venues with 40 or more EGMs vs. 33% for
venues with up to 10 EGMs).

2 For further details on relevant gambling legislation, refer to the Appendix.
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Of venues with a website advertising EGMs on their website, around 1 in 5 (22%)
appears to have a loyalty program, although it was not always clear if the program was
specifically related to EGMs and/or gambling at the venue. Venues with a loyalty
program advertised on their website are more likely to be casinos or clubs OR venues
with a large number of EGMs (i.e. 40+), or venues located in Queensland or the
Northern Territory. Whereas Queensland has several guidelines around gambling
advertising, it has few regulations. The website for Perth Crown Casino also includes
information about their loyalty program (see below figure). Interestingly, the prevalence
of loyalty programs on websites amongst Tasmanian venues is only around 1 in 10,
despite the fact that Tasmanian venues were found to have the highest prevalence of
loyalty programs once contacted by a mystery shopper. No venues in New South
Wales or the ACT have loyalty programs listed on their website.

For the most part, loyalty programs are featured quite prominently on venue websites
that advertise EGMs. The exception is Tasmanian venues, which has high rates of
EGM advertising but low rates of loyalty membership information. Loyalty program
information is usually featured on the home page (48% of the 22% of venues that have
a loyalty program advertised on their website), or accessible from the homepage and
easy to navigate to (34% of the 22%).

Figure 3.5: Prevalence of Loyalty Programs on Venue Websites

Base: Venues with EGMs on website (n=103)

W % of Venues with website that has loyalty program

48% = Prominent - home page
34% = Prominent - easy to navigate to
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3.3.3 Prevalence of responsible gambling messages in conjunction with loyalty
programs advertised on venue websites

Venues with a loyalty program advertised or mentioned in some way on their website
were reviewed in closer detail to ascertain whether these advertisements were
accompanied by responsible gambling messages (RGMs). Of the 31 venues with a
loyalty program advertised/ mentioned on their website, all but 6 contained some sort
of RGM. While most venues (24) provided a separate page or link to their loyalty
(membership) program, in most cases the RGM was not located there. Instead, most
venues provided a separate page or link on “gaming” or “gaming machines”, and it was
here where the RGM were evident. Notably, all casino websites provided a dedicated
page or link to responsible gambling, usually evident and accessible from the
homepage. These pages typically contained very detailed RGM information such as
how to identify if you have a gambling problem, places to contact for help, RGM codes
of practice, and information on self-exclusion programs.

In terms of the types of RGM, specific phrases or tags were mainly evident on websites
of EGM venues with a loyalty program in South Australia, Tasmania and Victoria. Often
these key phrases were accompanied by phone numbers where gamblers can obtain
help. In the case of South Australia and Tasmania, venues are required to provide this
information on gambling related advertising. Some examples of key RGM phrases are
as follows:

“KNOW WHEN TO STOP. DON'T GO OVER THE TOP. GAMBLE
RESPONSIBLY." (SA Casino)

“Don't Let the Game Play You. Stay in Control. Gamble Responsibly.” (SA
Club)

“Responsible Gaming Stay in Control.” (VIC casino)

“Have fun and play responsibly, Gaming Helpline Tasmania, 1800 858
858.” (TAS Club)

“BET WITH YOUR HEAD, NOT OVER IT.” (QLD Casino)
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Most venues in Queensland also listed key telephone contacts alongside their RGMs,
although there does not appear to be a mandate to do so. (Queensland has a
Responsible Code of Practice that states that all gambling advertising must contain
RGMs, but this does not stipulate the inclusion of specific RGM contacts). Queensland
venues also tend to include statements that convey their commitment to responsible
gambling practices. The following provides some further examples (relevant messages
highlighted in red boxes):

The Sun Hotel, QLD
http://www.thesunhotel.com.au/articles/GAMING/21

Receive exira benefits by becoming a member in our loyalty proagram -this entitles you to bonus points
and automnatic entries in our regular Gaming promaotions such as our Jackpot draw every Sunday which is

cunenty o1 93,300.00

For more information on our loyalty program please see our member's page. Download a Memlbers

1]

oYy T I . i — i ——
pplication Formn here.

For your Keno enjoyment we have dedicated screens throughout our Hotel, as well as terminals in our
Gaming Room and Sports Bar.

This information is not intended for miners or excluded persons. The Sun Hotel is committed to ethical and
responsible behavior that recognises the imporfance of our memelbers’ and patrons’ wellbeing with a
focus on minimising the potential harm of gambling. If gambling is becoming a problem for you, help is
available. Please contact Centacare 24 hour Gambling Helpline 1800 222 050 or CLICK HERE

Caboolture RSL, QLD
http://www.caboolturersl.com.au/gaming/

RESPONSIBLE GAMING

Caboolture RSL 1s committed to ethical and responsible behaviour that recognises the importance of our members and
patrons wellbeing with a focus on minimising the potential harm of gambling.

Information on this page 1s not intended for patrons who are self excluded.

Please see our friendly staff 1f you would like more information on the services we can offer

tab spo/r:;f:e\t“ TAB KE
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Club Glenvale, QLD
http://www.clubglenvale.com.au/gaming at club glenvale.php

Do YOU like entertz nt that's fun & exciting?

Gaming n: Pokies, TAE & KENO

10am b Mckight - 7 days
tiorwd
sciots & Comfertahie

1. 86 Fukies 1o set in 3 colourful et sechuded arsa off
s A inchide ey sl anciting conssles with Linked
Sackpots

* Jackpar Camival
# Money Tran
» Past Lane

* Jeteatter

k... Located in reception is an interactive touch screen
your mambers Card and choose your prize to 9o into the
iy night Driew B3 winy b,

o5 served from the Lounge Bar
Wik 1D 10 5 Mllon elars with 3 sngle dollar fame.

AR facktes are svadible n the Spors B
Plasma screens Sor live sport, Racing snd FOK TV

G clenvale SUpCrTS he Chbs Gueensiand Kesponsibie Ganbing Cooe of AaCDor.

Ses B Code of Practice (ke e

i Omolwmest  Abost b Glesvale  Contict Clb Glemvale

The Reef Hotel Casino, QLD
http://www.reefcasino.com.au/responsiblegaming-en.html

WENE B ENERIABMENT  GMURY DA

e ——
__TIzIzarazessera
TrrrTrETraraca

Pleat hale? Cick s oo 38 P Clamiing Hp Lis on 1900 B4 958
Downiad 56 Asssrence Fragrom Brochare 1213

EoAnAOT S ISR SeCHON Brace 1118

IMPLOYMENT  REEF CASINO WRUST  DOWMLOADS  COMMUNTY SEMEFTIFUND  PRIVACY POLICY  HEWS AND MEDU

N OO B R e
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3.3.4 Loyalty program details

Following the audit telephone call, auditors recorded any information they had obtained
about specific loyalty program details in open ended answer fields (comments).

During the data analysis phase, these comments underwent a coding process based
on Grounded Theory, an inductive approach in which codes, concepts, and categories
are developed based on the data (Charmaz, 2003). This process involved first
reviewing all comments to a question and identifying a set of key themes or codes. The
coding of open-ended questions allows qualitative data to be quantified. Next the
comments were coded by assigning each comment to a theme or code. In some
instances a comment related to one theme or code and in others to multiple themes or
codes. As a result, percentages shown in charts or tables may add to more than 100%
because the original comment related to multiple themes. The acronym, “NFI”,
following some themes stands for “no further information”. This means that not enough
information was obtained from the venue respondent to place the comment into a more
specific category.
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Program Features

Information about loyalty programs provided on venue websites suggests that loyalty
programs are often linked to both gambling and non-gambling activities at the venue
and in both instances relate to the amount spent on these activities. These initial
findings were confirmed by the telephone mystery shopping phase. During this phase,
auditors recorded any details they obtained about how each loyalty program works.
These comments were analysed and coded into key themes as shown in the figure
below.

The majority of venues (78%) operate their loyalty program using a points system. This
is the case for all casinos with a loyalty program (100%), and most clubs (91%). It is
also more likely to be the case among venues with a medium (20-40) or large (41+)
number of EGMSs. In over 90% of cases, points are accumulated based on money
spent.

Figure 3.6: Types of Loyalty Programs

Base: Loyalty program confirmed (n=99)

Earn points (points system) 78.4
Based on money spent (NFI)

Based on money spent at venue e.g. gaming, food, drinks etc.

63% = NET Money Spent

Based on money spent on EGMs

Automatic membership vouchers/ discounts/ promotions (i.e. upon
joining)

Based on time spent on EGMs

Based on playing EGMs (NFI)

Earn dollars (money system)

Earn entry into prize draws

Earn discounts/ vouchers to spend on food/ drink/ other services

Other

0 10 20 30 40 50 60 70 80 90 100
%
Q.A1 How does the program work? (NFI) = No further information

For some venues it is difficult to know whether the loyalty program is specifically
related to money spent on playing EGMs, money spent on other venue activities, or
both. This uncertainty was usually because the venue respondent did not, or was not,
able to specify. Hence three separate themes or codes were created to cover
comments that related in some way to money spent (circled in red on above figure).
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When analysing these comments as a single theme, it was found that 63% of all loyalty
programs use a points system that is in some way based on money spent.® Loyalty
programs based on money expenditure are evident across all casinos (100%) and
most clubs (80%). Few programs appear to be based on either the amount of time
spent on the EGMs or number of visits to the venue. Automatic membership rewards
were evident for around 1 in 5 venues with a loyalty program, and this appeared to be
mainly hotels and venues with a small number of EGMs (11-20). Membership for most
loyalty programs is free, although some charge a small one-off or annual fee. This fee
can be anywhere from $1, up to $20.

Looking at the results by state/ territory, it was found that Tasmanian and Victorian
loyalty programs are unlikely to have a points system (less than 10%). In these states,
members are more often provided vouchers or discounts either upon joining, or
periodically (e.g. quarterly, or upon member’s birthday or Christmas). These mostly
consist of vouchers for gambling™.

Accumulation of Points

During the telephone mystery shopping, information was collected about how members
build loyalty program points. The coded comments indicate that about two in five
venues use a points system allowing customers to earn points through money spent on
non-gambling activities such as food, drink or accommodation. Further analysis of this
data indicated that this is likely to be in addition to earning points spent on EGMs or
gambling. Examples of how some points systems work are shown below:

* Spend $1 at venue to earn $1 point

* Spend $2 playing EGMs to earn 1 point

* Spend $3 playing EGMs or at the bar to earn 1 point
* Spend $10 playing EGMs to earn 1 point

» Spend $20 playing EGMs to earn 1 point*®

It is unclear, however, how many of these venues, if any, operate a loyalty program in
which points are exclusively earned from money spent on EGMs or gambling.

3 This percentage was calculated by deriving a NET score of all comments that related to one or more of the three
themes concerning money spent. However, each comment was counted only once even if it related to more than one of
these themes.

* Note changes to the regulations since the audit was conducted. See: Regulation 26 of the Gambling Regulation (Pre-
Commitment and Loyalty Scheme) Regulations 2014, which commenced on 1 December 2015. Under these
regulations, loyalty scheme providers in venues must not allow a person to participate in loyalty scheme that enables
loyalty points to be redeemed for gaming machine credits, gaming tokens, anything that can be exchanged for gaming
machine credits or gaming tokens or any other thing that can be used to play a gaming machine.

!5 «gpend” refers to the amount wagered on EGMs, including winning and non-winning bets.



Gambling Research Australia: The Role of Loyalty Programs in Gambling

Figure 3.7: How Rewards Are Earned

Base: Loyalty program with points system (n=66)
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Q.A2 How do you build up rewards points? (NFI) = No further information

From the statements below by venue respondents in response to questions about how
the loyalty program works, it appears that some of these venues may operate loyalty
programs solely based on money spent playing EGMs.

“Every $2 you play earns you 1 point. Insert your membership card into
the card reader of any gaming machine and the machine will calculate the
number of points you accumulate during your play.”

“Swipe card - every $10 spent on a machine, one point is accrued. Points
can be redeemed for cash or drinks and meals.”

“Accumulates as you play at the poker machines if you have the card
inserted. Double casino dollars earned between 5-7pm Monday to
Thursday.”

Compared with venues in other states/territories, New South Wales venues with a
loyalty program based on a points system are more likely to operate by earning points
via money spent on EGMs or gambling (84%).

a7
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Communications

Around one in three venues with a loyalty program (32%) communicates with its
members about the program beyond initial enrolment. This is particularly the case for
venues in New South Wales and Queensland. However, such communication is
generally done indirectly. Typically venues will simply update information on their
website or provide latest news, rather than email or contact members directly with the
information (see below figure). Consequently, venues most likely to communicate with
their members about their loyalty program tend to be those with websites -- clubs,
casinos, and/or venues with a larger number of EGMs (20+).0Only 16% of venues were
able to send out information by email when asked.

Figure 3.8: Communications Regarding Loyalty Programs

Base: Loyalty program confirmed (n=99)

No

0,
67.8% Not sure

0.4%

Yes
31.8% Majority indirect i.e. via updates
to venue website

Q.A6 Do they send out newsletters or other communications?

Overall, only 3% of venues with a loyalty program actually agreed to email the mystery
shopper information when requested. Most of the emails received were simply
confirmation emails and did not provide any further details or information regarding the
loyalty program. These emails tended to come from venues within the same “chain”.
These venues appear to have added the shopper to an email subscription or newsletter
mail out list and the email simply acknowledged this; or the venue added the customer
to their membership list and the email asked the customer to confirm and/or activate
their membership.

Activation of membership and logging in to the member’s portal similarly did not yield
any further information — just the opportunity for the member to create their “profile” and
update their email preferences. The one newsletter sent related to events and
promotions at the venue in general and did not detail anything specifically related to
gambling. Of the three emails received that contained information, two attached
brochures about the program, with one including a membership form. The other email
simply listed some key features of the program and referred the customer to the
venue’s website for more information.
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On the venue’s website, there was no information about the program, just a promotions
page where some gambling promotions were evident. Examples of these promotions
include earning bonus points and entering a prize draw to win a car for every $30 won
on the gambling machines.

Any brochures/ information received via email are included in the Appendix.

Branded Programs

Most loyalty programs are not branded and are simply referred to as “membership
programs” or similar. However, a few of the programs were referred to by a brand
name. Many are unique to the individual venue and as such are named after the venue
followed by either the word, “club”, or “rewards”.

The following branded loyalty programs operate across a number of venues and are
run either by the operator of the venue or by a third party provider:

* Federal Rewards Clubs — casinos in Tasmania

* QOasis Rewards Club — hotels and clubs in Tasmania

* Absolute Rewards — casinos in Queensland and New South Wales
+ Max@®tag Rewards System — various venues and states/ territories

e Diamond Rewards — various venues in Victoria and Queensland

These loyalty programs were researched in greater depth to provide additional insight
into how they are run and structured:

Federal Rewards Club and Oasis Rewards Club.

These programs are managed by the Federal Group (http://www.federalgroup.com.au),
which operates a number of EGM venues across Tasmania. The Federal Rewards
Club appears to be linked with the casinos, while the Oasis Rewards Club appears to
be linked with hotels and clubs that contain Oasis poker machines*®. These programs
do not appear to have their own dedicated websites.

Little information is available online regarding the Oasis Rewards Club. Almost none of
the clubs and hotels employing this loyalty program provide any information about the
program on their websites except to name the program. What is clear from the audits is
that this program does not operate on a points system. Rather, it appears to provide
vouchers to incentivise playing the EGMs and visiting the venue (e.g. $1 gambling
credit for every $20 spent playing EGMs; discounts offered on food and beverages;
birthday vouchers; promotions).

'® An industry source confirms that this is the case.
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The casinos, however, provide detailed information about the Federal Rewards Club on
their websites (see picture on following page), and there are brochures about the
program available for download. These brochures were sent out upon request via email
to one of the mystery shoppers. The “Rewards and Benefits” brochure indicates that
the Federal Rewards Club program operates on a points system, with points earned
through gambling and non-gambling (e.g. dining and accommodation) spend at the
venue. Points can be redeemed for cash or vouchers to use at the venue (or an
associated venue).

3.3.4.1.1 Example of website information (Loyalty Programs (Good Hotels in Hobart))

Trade Login | Search | Home

Wrest Point

TASMAMNIA

Stay Shows Dining Casino What's On Conferences More w

Loyalty Programs Federal Rewards Club

ETDEIE Membership to Federal Rewards Club is free and entitles you to a wide

WLRSL Y L range of benefits and discounts.

Benefits

Point Rewards Earning rewards points couldn't be simpler. You can earn points by dining in
Program > restaurants, staying in-house, playing TASKeno, rated table games or gaming
Join Club Elite today machines at Wrest Point. You can even earn points by dining, staying or playing at
Country Club Tasmania in Launceston!

Federal Rewards Club

Premium Player Dion't forget to check our Gold Centres for special offers & promotions.

Program

The Federal Rewards Club is supported by both Wrest Point in Hobart and
Country Club Tasmania in Launceston.

If you would like to join the Federal Rewards Club or find out more information,
speak to our Member Services Team on your next visit.

Phone: (03) 6221 1888
Email: membersdeski@wrestpoint. com.au

Download

» FRC Members Guide ﬁ PDF - 409 KB
» FRC Benefits & Rewards 'E PDF - 349 KB
» FRC Terms & Conditions 'E PDF - 186 KB

Tower Web Cam | Search | News & Media | Site Map | Privacy Policy | About Us | Responsible Gaming | Contact Us | Employment | Site Credits.
Soon hio

Examples of rewards include a $150 dining voucher to use at one of the venue
restaurants, gift cards of various values to use at the venue, and accommodation
packages.®’

The “Member’s Guide” Brochure, which presents an overview of the Terms &
Conditions of this program, indicates the following key rules:

= The number of points earned is based on a combination of the amount you play
and the game being played (on gaming machines, Rapid Roulette, TASkeno,
and selected Tables Game, excluding poker).

7 Refer to the Federal Rewards Benefits & Rewards Brochure attached in Appendix.
'8 For a full list of T&C's refer to http://www.wrestpoint.com.au/content/2568/21227 CC FRC Terms_DL.pdf
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= A maximum of $10 cash can be redeemed for points per member per
transaction.

= Loyalty points cannot be redeemed for alcohol inside the gaming area or other
food outlets at the venue unless redeemed with food.

This last rule appears to possibly violate Tasmania’s Responsible Gambling Mandatory
Code of Practice, which states that people must not be offered free alcohol, or
discounts or vouchers for the purchase of alcohol, for consumption on the premises as
an inducement or reward for gambling unless outside of the gambling area or in private
gambling areas. However, the Tasmanian government interprets this rule as requiring
that loyalty points cannot be redeemed for alcohol inside the gaming area or other food
outlets at the venue unless redeemed with food, and interprets the above stated Terms
and Conditions as adhering to this rule.

The Federal Reward Program brochures clearly display the responsible gambling
message and Gamblers Help Hotline number at the bottom of the brochures. However,

no such messages are evident on the website.

Absolute Rewards

This program is managed by the Echo Group, which operates the three casinos in
Queensland and the one casino in New South Wales. The program has a dedicated
website that details how the program works, the benefits or rewards that can be
obtained, and provides both new and existing members a portal where they can join
and keep track of their membership (Absolute Rewards). This program also operates
on a points system. Points can be earned by playing “compatible” table games, and
also via money spent on food, beverages and accommodation. However, there is no
specific information as to exactly how these points are earned or how they translate in
dollar terms.
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Example of information about the Absolute Rewards program on a venue website
(Member Benefits - The Star):

ABSOLUTE

REWARDS
My Rewards Sign Inw  Join My Rewards

ABOUT ABSOLUTE REWARDS HOW IT WORKS | YOURBENEATS | FAGs

OUR PERTI

R O\ [T WORKS v

THE STAR

Absolute Rewards enhances your experience at each of our fabulous
properties across Australia. We want you fo enjoy more of what you love.
Whether it’s discounts on dining at selected outlets, world-class casino
facilities, luxury hotel stays or shopping online at the Absolute Rewards Shop,
to name a few. As an Absolute Rewards member we reward you each time
you spend using your card across all of our properties.

ABSOLUTE POINTS

Your Absolute Points determine your Absolute Rewards tier status. Each
Absolute Point you earn gefs you closer to the next tier of membership. As
your reach higher tiers, you will be rewarded with additional benefits
extended to only our most valued members.

CASINO DOLLARS

MNow you can earn Casino Dollars on your spend at selected restaurants and
bars, hotels as well as playing compatible table games. How you redeem
them 1s your choice — dining or hotel.

To find out more about the fantastic benefits being a member, visit the
Absolute Rewards Desk, sign up and start earning today!

}ONSIBLE GAMBLING

There are four tiers of membership depending on the number of points earned,
although it is unclear how many points are required to qualify for each tier. Higher tiers
have access to additional benefits such as free parking, access to a private gambling
room, and complimentary hotel stays. Points earn discounts or vouchers to use across
venue services (for food, beverages, accommodation, or parking), as well as Casino
Dollars that can be spent on gambling, food or other services across the venues.

The Terms & Conditions page on the website (Absolute Rewards | Terms and
Conditions) indicates that membership is free and photo ID is required to join. Points
have an expiry date after 90 days of inactivity, and a membership may be cancelled
after 12 months of inactivity. The website also displays a responsible gambling
message and the Gamblers Help Hotline number at the bottom of the website as per
New South Wales responsible gambling guidelines. It is unclear from the information
provided whether points can be redeemed for alcohol or gambling credit, which would
violate regulations.
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Max @tag Rewards System

This system is operated by a third party provider, Global Gaming Industries, which is a
manufacturer and distributor of EGM machines and gaming software. As part of their
services, they also offer a “monitoring system” to track customer’s purchases including
gambling participation, which can also reward and incentivise customers for their
purchases. Members are provided with a Max@®tag or card which they use to “touch
on” to the Player Interface Module on the EGM. This logs them into the system and
offers rewards while they play. Rewards can include prizes (usually cash), although
they can also include free meals or drinks — whatever the venue wishes to nominate.
Venue operators can be involved in managing the system through member kiosks and
uploading their own vouchers or cross promotions to the system. Additionally,
competition barrels can be connected to the system to reward players. Each time a
customer plays, tickets will automatically print and drop into the barrel ready for the
prize draw.

It was unclear from the audit whether this was a system based on earning points. But
the website confirms members do in fact earn points. The Terms & Conditions
brochure available on the website indicates points are earned when purchasing goods
or services at the venue. In addition, credit may be added to the card so that members
can participate in gambling related trade promotions or prize draws that are solely
based on playing the gambling machines. Venue operators can also issue additional
points or bonus points. How members go about redeeming points is unclear,
suggesting this process may be at the venue operator’s discretion and specific to each
venue.

Screenshot from Max©tag website (Max©tag):

.. *
- ~ EhofBilis 1300MAXETAG
gaming industries s 1 A

MaxEtag Rewards System
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Membership to the program is free to persons 18 years old and over. Points and
membership may expire after 12 months of inactivity. The Max@®tag system also
includes a free pre-commitment system. This system provides players with a reminder
(via the machine, SMS, email or mail) when they are about to exceed their nominated
budget. Players can also generate a printed analysis of their gambling session that
details a) how much they set to spend; b) how much they have actually spent; and c)
the credit or debit difference. Activity statements may also be sent out every few
months by the venue operator depending on the member’s frequency of playing, or at
the member’s own request.
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Diamond Rewards

Diamond Rewards is a loyalty program employed by several Victorian and Queensland
venues. This program is largely run by the venue operators themselves, but is
overseen by TabCorp under their TabCorp Gaming Solutions (TGS) banner. According
to the TGS website, this program will be available to New South Wales venues shortly
following approval of their licence and gambling agreement by the state authorities
(TabCorp gaming).

Diamond Rewards has its own dedicated website where the “rules”, or Terms and
Conditions of the program, are clearly listed (Diamond Rewards). Responsible
gambling messages are notably absent from this website. Like many other loyalty
programs, this program operates via a points system, with five membership tiers.
Kiosks are located within venues and members are required to “swipe on” upon
entering the premises to earn points. Additionally, members are required to present
their card to venue staff when making purchases. Points are earned and redeemed
exclusively in that venue and are not transferable. The specifics of the program appear
to be up to the venue operator’s discretion. These specifics include number of points
needed to be earned within a 12 month period in order to qualify for a membership tier,
as well as how points are earned in relation to dollar amount spent.
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Points are earned for spending on food, beverage and other venue activities. A few
venues specifically state that points are earned based on participation in gambling
activities (see picture below). These venues were located in Queensland and clearly
named the Diamond Rewards program alongside a description of the tier structure and
member kiosks (Cabsports; Dicky Beach Surf Club).

From time to time the venue operator may also introduce additional means of earning
points including vouchers and special offers, or invite members to participate in special
promotions at the venue. It also appears TabCorp may run prize draws or promotions
such as the one shown in the screenshot. Some examples of rewards provided by the
venues include:

* 500 bonus points upon sign up

* Discounts on food and beverage items

* Daily specials / vouchers to be won

* Birthday rewards (e.g. vouchers, prize draw, bonus points)
* Entry into competitions

* Prizes and merchandise on display (gifts showcase)

Enrolment occurs at the venue. Venue operators provide prospective members with a
membership form and copy of the rules of the program and issue a card on site.
Members must be 18 years or older to qualify and may need to present identification.
Unused points expire after 12 months from the date they were earned (except for the
top tier of membership in which points never expire).
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3.4 Discussion

Using a methodology of desktop research (examining web sites) plus mystery shopping
(ringing venues as a potential LPM), the audit was designed to answer the following
key questions:

1. What percentage of EGM venues in Australia have loyalty programs? Do

percentages differ by state/territory and by type of venue (casino; club; hotel)?

How do the loyalty programs work? How do you build up rewards points?

What sorts of rewards can you get?

Are the programs linked to non-gambling activities?

How do you enrol? Is membership free or is a fee charged?

How are the loyalty programs marketed (e.g. Are they on their website? Can

you enrol online or over the telephone or do you need to visit the venue? Do

they send out newsletters or other communications about the program?)

7. How do loyalty programs differ by state/territory and by type of venue (casino;
club; hotel)?

ok wN

We found that loyalty programs are not commonplace among EGM venues in Australia.
Fewer than 1 in 5 venues with EGMs were found to have a loyalty program, with
prevalence highest among venues in Tasmania. Casinos and venues with a high
number of EGMs were also much more likely to have loyalty programs.

Loyalty programs are generally not well advertised on venue websites, especially those
of clubs and hotels (i.e. smaller venues with fewer EGMSs). They are certainly less
advertised compared to EGMs. Loyalty programs tend to be marketed in-venue, where
members are usually able to join and can obtain/receive information relating to the
program. Obtaining membership appears to be relatively easy - it is normally free or
available for a small annual fee and can be done immediately with photo identification
to demonstrate proof of age (18+ years).

Following initial enrolment, communications about loyalty programs outside of the
venue appear to be limited. A short email may be sent to new members to
acknowledge their enrolment or request a few further details to finalise their enrolment.
However, venues are unlikely to send additional information or details about the
program to members beyond enrolment. Some venues (mostly clubs and hotels)
provide general updates or news on their website about new promotions relating to the
program, which leaves it up to members to seek out this information. In contrast,
casinos and larger venues are much more likely to provide detailed information about
loyalty programs on their website and communicate with members outside of the
venue. These findings suggest advertising and communications in regards to loyalty
programs may be linked with the funds and resources venues have available to engage
in these activities.

Most loyalty programs operate using a points system that involves points earned for
dollars spent on gambling activities or other items at the venue such as food and
drinks. This was evident across all casinos in Australia and most clubs, and is therefore
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not location specific. Gambling activities may encompass EGMs as well as other
gambling products, with different amounts of points earned depending on the type of
activity. Notably, points were unlikely to be earned exclusively from gambling
expenditure; it was more common for points to be derived via a number of channels,
although the research findings were not conclusive in this regard.

Earned points tend to have an expiry date, which encourages users to earn and spend
points on a more frequent basis. Bonus points can also be earned — this may be
automatic in the case of a member’s birthday, or via expenditure at certain times or on
certain things. Points can be exchanged for a number of “rewards” which vary across
programs and venues. The most common rewards include discounts, vouchers or
credits which can be used in conjunction with other services or goods offered by the
venue such as meals, drinks or accommodation. At some venues, points can be
exchanged for cash. Clubs and hotels tend to offer other rewards such as entry into
prize draws, free meals/drinks, or using points to select a “gift” from a showcase.
Casinos often have a “tier system” in place, with higher tiers associated with a higher
number of points earned within a specific timeframe and greater rewards offered in
exchange.
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4 Literature review

4.1 Objectives

The purpose of the literature review was to present the existing evidence regarding
loyalty programs’ efficacy and impact on gambling attitudes and behaviours. A
preliminary review of the literature on loyalty programs conducted at the proposal stage
indicated that there was little information on gambling loyalty programs either in
Australia or overseas. This review therefore widens the net to include literature on
loyalty programs in general, as well as in industries outside of gambling in which the
findings may be applicable to the gambling industry. Findings from the literature review
and audit were used to develop the online discussion board topic questions and survey
instrument.

4.2 Methodology

4.2.1 Search strategy

The search strategy was designed to identify both published and grey literature that
met the inclusion and exclusion criteria. Inclusion criteria consisted of:

* any academic article or publicly available report on a government or gambling
research organisation website

* in English

 published within the past 10 years (2004-on*°) about customer loyalty
programs.

Exclusion criteria consisted of articles about loyalty programs in specific industries
other than the gambling industry with findings and conclusions specific to that industry,
or loyalty programs in general with assumptions or findings not relevant to the gambling
industry. An example of the latter was an article using game theory to test a situation in
which one of two competing firms offers a loyalty program and the other offers lower
prices (Singh, Jain, & Krishnan, 2008).

' Two exceptions to this date restriction were one article published in 2002 and another in 2003 that were deemed
significant enough to include in the review.
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Published literature was searched using the following electronic databases:

* Psycinfo

* PubMed

* EBSCO Academic Alumni Edition

» EBSO Business Source Alumni Edition

* Google Scholar

Search terms consisted of: “loyalty programs” OR “rewards programs” OR
“membership card(s)” WITH OR WITHOUT gamblers/gambling; electronic gambling
machines/poker machines/pokies/slot machines/fruit machines; Australia. The grey
literature was searched using Google Scholar, as well as by searching the government
website in each state or territory responsible for gambling, and gambling research
organisations.

The following websites were searched for relevant reports or other articles:

e ACT: http://www.gamblingandracing.act.gov.au/Research.htm

* New South Wales: http://www.olgr.nsw.gov.au/olgr default.asp

* Northern Territory: http://www.dob.nt.gov.au/gambling-
licensing/gambling/gambling-research/Pages/default.aspx

* Queensland:
http://www.olgr.gld.gov.au/gaming/responsible/research/index.shtml

e South Australia: http://www.problemgambling.sa.gov.au/professionals/research

e Tasmania: http://www.dhhs.tas.gov.au/gambling/research2/tasmanian_research

* Victoria: http://www.responsiblegambling.vic.gov.au/what-we-
do/research/published-research-reports (Accessed Feb 2014. No longer
available as at Dec 2015.)

* Waestern Australia;
https://www.rgl.wa.gov.au/Default.aspx?Nodeld=117&Docld=458

* Gambling Research Australia:
http://www.gamblingresearch.org.au/find/publications/
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http://www.olgr.nsw.gov.au/olgr_default.asp
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http://www.olgr.qld.gov.au/gaming/responsible/research/index.shtml
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4.2.2 Choice of studies

A total of 2,908 citations were returned from the database searches; an additional 140
reports or other articles found on websites were identified for possible inclusion.

Two researchers independently reviewed first citation titles and then abstracts or
executive summaries to select relevant articles and reports for inclusion in the review.
After removing duplicates and irrelevant articles and reports based on title, 131
abstracts were read for relevance according to the inclusion and exclusion criteria. Any
disagreements regarding inclusion or exclusion were discussed and resolved between
the researchers. A total of 54 articles are included in the review. Eligible studies were
not systematically assessed for methodological quality prior to inclusion in this review.

A diagram of the literature selection process is illustrated in the below figure.

Figure 4.1: Literature selection process

EBSCO Google
Psycinfo PubMed EBSCO AA ) i
. K K Business AA Scholar Websites
search hits search hits search hits i X
=218 =9 =76 search hits search hits n=140
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Total number of relevant articles identified
after removal of duplicates and screening of titles
n=131

J

Total number of relevant articles identified
from reading of abstracts
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!

Articles included in review based on reading of full article/report
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A breakdown of articles by theme and country are presented in the table below.

Table 4.1: Articles included

Article theme

Australian loyalty programs
International loyalty programs
TOTAL

Loyalty programs — gambling industry
Loyalty programs - other industries
Loyalty programs — general

TOTAL

Country of origin/focus

us

Australia
Canada

UK

Germany
Holland

Italy

Korea

Macau (China)
Singapore
Spain

Taiwan

None specified/ various
TOTAL

Number of articles
relating to theme

52
54
16
19
19
54

Number of articles
relating to country

B PP P P P PP NN

(S
A~ ©
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4.3 Introduction

4.3.1 Gambling and EGMs in Australia

Australia has the highest per capita expenditure on gambling in the world.
Approximately 70% of the adult population engages in some form of gambling each
year. Gambling expenditure increased substantially in the 1990s, mostly due to the
liberalisation of gambling laws, and has since then stabilised. Most gamblers engage in
gambling for entertainment without harmful effects. A small percentage of gamblers,
however, encounter difficulties. The Productivity Commission (2010) states that based
on available data, approximately 0.5% to 1.0% of Australian adults suffer significant
problems from their gambling, with an additional 1.4% to 2.1% at risk. These figures,
however, exclude binge gambling, which may underestimate rates of problem gambling
(Dowling, et al., 2008).

Gambling expenditure in Australia is dominated by Electronic Gaming Machines
(EGMs), which comprise approximately 62% of all spending on gambling. Just over half
of this expenditure takes place in clubs and hotels, with the remaining in casinos. This
percentage, however, varies widely by jurisdiction, with expenditure from clubs and
hotels representing approximately 73% in South Australia but 0% in Western Australia
where EGMs are allowed only at the casino. Not only do EGMs comprise the majority
of Australian gambling revenue, but also they are overrepresented among problem
gamblers seeking treatment, with various characteristics of EGMs contributing to their
addictive quality. Because of these factors, much of the research conducted on
gambling and harm minimisation has focused on EGMs (Productivity Commission
2010).

4.3.2 Loyalty programs

Background

The first contemporary customer reward program, with the goal of increasing repeat
purchase, was launched in 1981 with American Airlines’ Advantage loyalty program
(McCall & Voorhees, 2010). More than 30 years later, loyalty programs are a mainstay
in the hospitality industries (Hoffman & Lowitt, 2008). Following the airline and hotel
industries, gambling was one of the next industries to adopt loyalty programs and
offered a range of incentives to reward customers’ repeat purchases (Mills, 2007).

Loyalty programs are one of a number of marketing tactics designed to increase
purchases and foster customers’ loyalty (Kim, Vogt, & Knutson, 2011). Loyalty
programs can be differentiated from “inducements”, which are one-off benefits, such as
free meals, gifts and account credits (Haycock, Lewis, McLeod, & Thomas, 2011:3)
and therefore do not reward or encourage repeat purchase. The elements of a typical
loyalty program involve members earning loyalty points, or the equivalent, for buying
from the loyalty program provider. Accumulated points can then be exchanged for
discounts, gifts, or membership in higher loyalty program tiers (Bijmolt, Dorotic, &
Verhoef, 2011).
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4.3.3 Australian EGM loyalty programs

We know from the audit of loyalty programs conducted for this project that
approximately 18% of EGM venues in Australia offer loyalty programs to their patrons.
These programs often involve the issuing of loyalty cards, which allow players to
accumulate points from gambling that can be traded in for prizes, raffle tickets or
coupons which can then be converted into credits for use on EGMs (Delfabbro, 2012).
Loyalty program members may also receive exclusive emails and newsletters to keep
them up-to-date with the latest offers and benefits, and the ability to check and redeem
their points online. Most casino loyalty programs provide privileges such as affinity
groups, frequent buyer or visitor programs and customer clubs, and allow members to
gain special access to private events, cash-back programs, and exclusive entry to VIP
gambling tables or even free parking. Most casinos return to members a certain
percentage of their play money, to encourage the members to play and return (Ahn,
Koo, & Lee, 2012).

4.3.4 Goals of loyalty programs and definition of “loyalty”

Studies vary regarding what they consider the goal of loyalty programs to be. Most
loyalty program researchers agree that a goal of loyalty programs is to build both
attitudinal and behavioural (purchase behaviour) loyalty (Ha, 2008; Mahoney & Palmer,
2005; Shi & Wei, 2012). Some researchers argue that loyal attitudes must underlie
loyal behaviours in order for a loyalty program to be truly successful (Hendler &
LaTour, 2009; Baynes, 2011; Huang, 2008; Mascarenhas, Kesavan, & Bernacchi,
2006). Arranz, Cillan and Gomez (2006) state that behavioural loyalty is “fragile”
without there also being attitudinal loyalty. East, Gendall, Hammond and Lomax (2005),
however, argue that attitudinal loyalty and behavioural loyalty are separate concepts
and recommend against combining them into a single measure of loyalty.

Arranz et al. (2006), in a review of the literature, define behavioural loyalty as including
frequency of visits, purchase volume, and percentage or share of purchase. They list
key components of attitudinal loyalty as customer satisfaction, customer attitudes, trust,
and commitment. Other researchers consider customer satisfaction separate from
attitudinal loyalty (Mahoney & Palmer, 2005). A discussion of how customer
satisfaction fits into loyalty program models is discussed later in this review.

There is some disagreement regarding whether attitudinal and behavioural loyalty are
ultimately the end goals of loyalty programs, or whether instead they aim to fulfil other
outcomes, such as increased company profit. For example, Lewin, et al. (2007), in a
study of the credit card industry in Singapore, argue attitudinal loyalty is a mediating
variable between perceived attractiveness of a loyalty program and perceived
‘switching costs’ and ‘share of wallet’ (‘switching costs’ refers to the time, money and
effort associated with changing service providers, whereas ‘share of wallet’ refers to
the consumer’s brand-level spending within a product category). With loyalty
programs, switching costs often involved forgoing points, the effort and time in signing
up for a new program and learning how to redeem rewards, and psychological costs
such as loss of a sense of belonging or status. Other specified objectives of loyalty
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programs include value perception; inducing cross-product buying by existing
customers; maintaining or increasing sales levels, margins, market share and profits;
lower price sensitivity; lower switching intention; positive word of mouth; positive
customer feedback; re-patronage intention and decision; perceived relationship quality;
customer lifetime duration; consumers’ relational association toward the company, and
likelihood of joining the membership (Mahoney & Palmer, 2005; Ha, 2008; East et al.,
2005).

A few studies argue that ultimately behavioural loyalty is all that matters. Yoo (2011),
for example, in his study of the impact of Las Vegas-based casino loyalty programs,
measures only behavioural loyalty. In this study, Yoo analysed secondary data from a
Las Vegas casino (i.e. monthly customer expenditure data from Jan 2003 to July 2011,
totalling 17,902 “loyal” customers). He claims that attitudinal measures have limitations
as proxy measures, are less realistic than behavioural measures, and are not ultimately
as important for companies. Huang (2008), in a study of casino customers on the East
Coast of the U.S., describe a loyal customer as one who rarely plays at other casinos,
spends more because they can earn more benefits with repeat playing, and provides
positive word-of-mouth to help casinos promote their brand.

4.3.5 Theory of loyalty programs

A significant body of literature exists on the theory of loyalty program effectiveness and
is beyond the scope of this review. Very briefly, effects of loyalty programs are often
explained by either economic utility theory or equity theory. According to economic
utility theory, loyalty programs provide rewards that enhance the value and utility of a
product or service, which in turn increases the likelihood of current and future
purchases. According to equity theory, customers compare their purchase input, such
as money, time, effort, etc., with outputs or gains to evaluate whether they have been
treated equitably in the process (Bu, et al. 2009). “Loyalty programs provide incentives
to customers in return for repeat business, which in turn serve as reinforcers that
encourage consumers to continue their behavior.” (Keh & Lee 2006:127)

4.3.6 Regulations around gambling loyalty programs in Australia

Gambling policy in Australia has traditionally been the responsibility of the states rather
than the Commonwealth. State and territory governments regulate and provide
gambling help services and rely heavily on the ensuing revenue. Recently, the Federal
Government has become more active in this area, both because of public concern over
the impact of gambling on Australian society and the rapid expansion of online
gambling, an area that falls within the Federal Government’s constitutional
responsibilities (Parliament of Australia, 2014).

The states and territories have a variety of regulations and guidelines that affect or
potentially affect gambling loyalty programs based on a number of acts, codes, and
other legislation. The Department of Social Services website provides a list of gambling
regulations across the states and territories. Those related to loyalty programs include
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advertising restrictions, promotions and inducement restrictions, prize restrictions, and
restrictions specifically on player loyalty programs (Department of Social Services).

The table below presents a summary of the various types of restrictions by state or
territory, current as at February 2014.

Table 4.2: Summary of legislation relevant to EGM loyalty programs

Category of legislation / guideline ~ ACT

Advertising related to EGMs v v 4 4 4 v v *
Gambling-related promotions & inducements v v v v
(banned)
Prizes 4 v
Player loyalty programs v v v v v v

* According to the Dept of Social Services website, WA does have restrictions around EGM advertising. We were unable to find any such restrictions.

A detailed listing of regulations around loyalty programs by state and territory is
included in the Appendix?.

4.4 Gambling loyalty programs — Australian literature

Almost no research exists in either the academic or grey literature on gambling loyalty
programs in Australia. Our search found just two such studies. Qualitative research
with Victorian gamblers suggests that high risk and problem gamblers and gamblers
from lower socio-economic groups view loyalty programs more positively and with less
concern about possible risks than do other groups. Older women also hold more
positive attitudes towards loyalty programs but say they are aware of the reasons for
the benefits (to attract people to the venue) and simply view them as part of the social
event (Haycock et al., 2011).

The Haycock et al. (2011) study consisted of interviews with 100 adults in Victoria who
had gambled at least once during the previous year. Its focus was on understanding
how participants viewed the various marketing strategies implemented by the gambling
industry and how this understanding of and interactions with the gambling industry
might vary by sub-group. Much of the article focused on discussions around advertising
rather than loyalty programs. However, the study did find that about half of the
participants were aware of incentives offered by the gambling industry -- mostly at
EGM venues and online betting sites. The researchers also found some clear
differences between sub-groups regarding perception of EGM loyalty programs. Older
women who visited EGM venues said they enjoyed the benefits, such as “free meals
and free drinks”, and understood why they were being offered these benefits but
enjoyed them as part of the social activity. Older men and non-problem gamblers
viewed these loyalty program offers more negatively and said that in the long-term you
end up losing, so the risks of signing up outweighed the benefits. Younger men under
25 years, participants with low socio-economic status, and high risk and problem

% This list is current as at November 2015, as per feedback from peer reviewers.
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gamblers were more positive about these programs; they focused on the benefits or
rewards, rather than any risks. Younger men mostly discussed online gambling loyalty
programs, whereas the other groups more often discussed EGM venues.

The second article found that discusses gambling loyalty programs in Australia
examines seven marketing strategies, which include loyalty programs, employed by the
13 Australian casinos (Ahn et al., 2012). The purpose of the article was to advise
casino managers on how to better promote their product. The article is purely
descriptive and concludes that more research is needed to understand whether any of
these strategies increases loyalty and profitability. It does, however, provide an
overview of Australian casino loyalty programs.

The casinos all collect data on how often loyalty program members attend the venue,
how much time they spend gambling, and how much money they spend. Most of the
casinos reward players at different levels according to their expenditure. Loyalty
program members also receive exclusive emails and newsletters to keep them up-do-
date with the latest offers and benefits and can check and redeem their points online,
thus engaging members in an on-going relationship in which casinos can interact
directly with members?!. Most of the programs provide privileges such as affinity
groups, frequent buyer or visitor programs and customer clubs, and allow members to
gain special access to private events, cash back programs, and exclusive entry to VIP
gambling tables. Such “status” rewards are designed to reduce defection but may also
encourage time spent at the casino. Some casino loyalty programs provide free parking
and discounts or free meals in casino restaurants. Finally, most casinos give their
members a small percentage of their play money back in addition to points and other
rewards.

4.5 Gambling loyalty programs — international literature

Only slightly more literature exists internationally on gambling loyalty programs. The
international research focuses on casinos and all but one of the casinos in the United
States. Of the 14 articles, many come out of the University of Las Vegas Center for
Gaming Research, with a majority of these discussing Las Vegas casinos specifically.
To put this research in context, all legal EGM gambling in the United States occurs in
casinos and virtually all casinos have loyalty programs. The market is very competitive
and has become increasingly so since the start of the recession in 2008 which has
impacted heavily on the U.S. gambling industry (Yoo, 2011). Moreover, most
customers are aware of the benefits other casinos offer and so compare and pick and
choose among the various programs (Huang, 2008). The literature speaks of a shift in
the U.S. casino industry from a “program-centric” to a “customer-centric” approach,
with power shifting from the casinos to the customers (Mahoney & Palmer, 2005).

2! Findings from the latest gambling prevalence study in Victoria, released after this literature review was conducted,
report an association between casino loyalty program membership and at risk gambling behaviour. In addition, this
report states, “problem gamblers were significantly more likely than non-problem gamblers to have played in casino VIP
areas and have played unrestricted gaming machines at the casino”. Such results highlight that there is potential to
further research such initiatives from a consumer protection perspective. (Hare 2015:15; see also Ch.6)
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These potential differences between the U.S. and Australian gambling industries
should be kept in mind when considering this literature. In addition, all of this literature
is written from an industry perspective, with its purpose often to recommend to casinos
how they can “improve” their loyalty programs — in terms of increasing repeat visits,
money spent, profits, loyal attitudes etc. No consideration is given to any of the
potentially negative effects of loyalty programs on customers, including problem
gambling, which is never mentioned.

45.1 Description of casino loyalty programs

Klebanow (2009), an advisor to the gambling industry in Las Vegas, describes what
comprises loyalty programs in American casinos. Broadly speaking, many of their
components appear to be similar to what we know about loyalty programs in the
Australian casinos. The article describes the various “player reinvestments” offered by
American casinos and presents the results of a survey indicating current reinvestment
rates. Player reinvestment is defined as “all marketing expenses used to foster loyalty
and encourage repeat visitation among members of a casino’s loyalty program.”
(p-386). It does not include advertising production and placement, the costs associated
with public relations, or any marketing expenses such as payroll, direct mail production
and postage and promotional expenses that do not require membership in the rewards
program. In the U.S., the gambling industry spends more effort and a greater
proportion of its marketing expenditure on player reinvestments than any other
segment of the hospitality industry. Once enrolled in a loyalty program, customers are
issued magnetically encoded cards that they insert into EGMs or present to dealers
when wagering at table games. Gambling activity is tracked through the casino’s
information system. The system can then predict, based on each customer’s past
behaviour and the games they typically play, how much the casino can potentially or
theoretically earn from that customer each time that person visits the casino. Based on
this information, the casino operator can design strategies to foster loyalty and
encourage repeat visitation.

Components of player reinvestment consist of: points redeemed for cash or non-
negotiable EGM credits, “comps” (meals; hotel rooms; entertainment; discretionary
rewards), free play offers, direct mail in which some kind of incentive is offered (cash
mailers; food, show tickets and hotel offers; other mailers — particularly on special days
such as birthdays and anniversaries), special events, promotions, and bussing costs
(reimbursing players who travel by tour bus for their travel costs if they spend over
some minimum amount at the casino). The value of points redeemed as EGM credits
are often discounted by the EGM hold percentage of the casino. “Comps” make up
most of player reinvestment expenses. Free play offers are often used as an
inducement to return or to celebrate a certain event such as a birthday. An individual’s
chances to win the award offered as part of a promotion often improve with higher
levels of gambling activity recorded on their membership card.

Analysis of player reinvestment consists of first calculating the “carded win”. This refers
to the percent of revenue derived from people who use their membership card while
gambling. The author states that the most successful gambling companies have carded
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win rates above 75 percent. The second step of analysis is calculating and monitoring
the player reinvestment rate. This is done by dividing the dollar-value reward to the
customer by the dollar gains from that customer by the casino. Surveys indicate that
this rate has risen as the economy in the U.S. has worsened — from around 20 percent
in 2005 to 30 percent in 2009. The author states that when a casino player’s
reinvestment rate rises above 35 percent, it is essentially buying revenue but not
profitability. From reviewing casino players’ club programs across the United States, he
identifies the major components as: direct mail, preferential treatment, interpersonal
communications, rewards, and promotions.

4.5.2 Impact of casino loyalty programs

Most of the international literature on gambling loyalty programs attempts to answer the
guestion of whether the programs “work”. Conclusions partly depend on how
effectiveness is measured — whether by change in behaviour, change in attitudes, total
revenue, profits, or something else.

Overall impact

Findings regarding overall effectiveness of casino loyalty programs are mixed. An
examination of 18 studies conducted between 1997 and 2009 examining the
effectiveness of loyalty programs on behavioural variables found one negative impact,
nine mixed, and eight positive (Yoo, 2011).

Many of the studies included in this review find that casino loyalty programs are not
very effective. For example, in an American casino gambling industry-based study,
Mahoney and Palmer (2005) conclude that loyalty programs have little impact on
gambling behaviour and do not create loyalty. Similarly, Crofts’ (2011) American
casino-based review of literature argues that most studies find that loyalty programs
are either not effective or minimally effective. McCall and Voorhees’ (2010) literature
review argues that there is little empirical evidence to demonstrate that loyalty program
membership results in either increased loyalty or improvement in firm performance.

Baynes’ (2011) Las Vegas-based study argues that instead of cultivating a relationship
based on guest loyalty, casinos and guests have developed a business relationship,
based on “give and take” through the use of loyalty programs. Customers, he argues,
become members of multiple loyalty programs and see where they can get the best
deal. In reaction, competitors simply copy each other’s offerings. The biggest drivers of
casino loyalty, he concludes, are convenience, guest service, environment and
perceived value, not loyalty programs.

Other studies, however, argue that loyalty programs are effective (such as Shi & Wei's
2012 study of Macau casinos), although sometimes the impact is small or conditional.
Min (2012), for example, analysing data collected by a Las Vegas casino over two
years, found that the introduction of a loyalty program resulted in an increase in money
spent at slot machines (the American term for “pokies”) but not at the table games. He
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was unable to conclude whether the program was profitable because he did not know
how much the casino spent on the loyalty program.

A longitudinal study of data collected by a Las Vegas casino hotel concluded that
loyalty programs change customers’ behavioural levels and ultimately generate
profitability (Yoo, 2011). Analysis was conducted utilising Auto Regressive Integrated
Moving Average (ARIMA) models, which describe the current behaviour of variables in
terms of linear relationships with their past values. Outcome variables included: total
number of trips to the casino, daily dollar amount wagered in all slot machines, daily
dollar amount wagered in all table games, total dollar amount of customer expenditure
excluding gambling expenses, and total amount of customer revenue generated
excluding company expenses. Variables included in the model that predicted the
outcome variables included: total dollar amount for complimentary offers, month of the
year, new tower (which had recently been built), economic recession, special event
invitations for loyalty program members, tier level, and a trend variable to measure the
effect of a trend across time.

Segmentation

Some evidence exists that casino loyalty programs are effective for specific sub-groups
of customers. These studies all use cluster analysis to define their sub-groups and
generally conclude the article by recommending that casinos focus their marketing
efforts on these sub-groups. For example, a survey of 996 members of a loyalty
program at a large Native American casino in the Midwest United States concluded
that, of the six segments identified with enough people to analyse, just two were
determined to be profitable — ‘loyal big spenders’ and ‘transient big spenders’. Two
others — the ‘disloyal low spenders’ and ‘loyal low spenders’ were determined to be
potentially unprofitable; and two additional groups — ‘infrequent big spenders’ and
‘frequent loyal low spenders’ were found not to derive much benefit from the program
because of low levels of play. Respondents were segmented based on how much they
spent and percentage of time they visited their primary casino, as well as
socioeconomic characteristics.

A cluster analysis of Las Vegas gamblers concluded that loyalty programs worked well
for the “Elite Elders” segment (elite loyalty members , take most trips among members,
sufficiently satisfied, not optimistic, oldest, predominantly male, high income) — both in
terms of dollars spent and recruitment of others to the casino. But they worked poorly
for the “Unmoved members” (regular loyalty members, lowest satisfaction among all
members but inclined to recommend and return, take shorter trips), with the loyalty
program changing neither attitudes not behaviours (Barsky & Tzolovl, 2010). Jeon
(2009) compared members of multiple casino loyalty programs with people who
belonged to only one program on socio-demographic characteristics, gambling
behaviours, perceived value of loyalty program and attitudinal and behavioural loyalty.
The methodology involved a data driven web-based survey of 2,222 loyalty program
members with email addresses who had visited a large casino in the Southeast United
States in the prior 12 months. The main findings were that the majority of respondents
belonged to multiple casino loyalty programs, and that these members perceive less
value in the loyalty program, lower perceived switching cost, less satisfaction with the
program, and less attitudinal and behavioural loyalty.
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Whereas the above research is interested in understanding differential effects of loyalty
programs on sub-groups of loyalty program members, a study by Baloglu and Tanford
(2012) is merely interested in segmenting the loyalty program population. They confirm
that a loyalty matrix that classifies customers into four quadrants based on behavioural
and attitudinal loyalty previously tested in the hospitality sector also applies to casino
loyalty program members. Using data gathered from a survey of 261 customers of a
small Las Vegas casino over one month plus actual spending data, they found that
members clustered into four groups: “true loyalty” (high on both behavioural and
attitudinal loyalty), “spurious loyalty” (high on behavioural loyalty, low on attitudinal
loyalty), “latent loyalty” (low on behavioural loyalty, high on attitudinal loyalty), and “low
loyalty” (low on both behavioural and attitudinal loyalty). Behavioural loyalty was
measured by amount of money spent and visitation frequency; attitudinal loyalty was
measured by questions asking about emotional attachment and trust. They recommend
that companies focus on the true- and latent-loyalty customers in their marketing
efforts.

Rewards

In addition to investigating the impact of loyalty programs as a whole, and perhaps in
response to the generally mixed findings regarding overall effectiveness, other studies
have investigated the impact of individual program components on outcomes.
Components studied in the casino context include type and timing of rewards. “Direct”
or “hard” rewards include discount coupons, cash back for a percentage of loss, free
meals, or free hotel rooms; “indirect” or “soft” rewards can consist of special treatment
or recognition from casino staff or personalised communications. Rewards can also be
immediate (e.g. upon becoming a member) or delayed (e.g. once enough points have
been accumulated) (Huang, 2008; Meczka, 2010). Huang (2008) found that timing of
an award does not lead to customer loyalty but that all three types of rewards included
in the model — monetary, special treatment, and employee interaction — did. Their study
involved path analysis with survey data from 151 loyalty program customers of a casino
on the east coast of the United States.

Meczka (2010), in a review of the literature on loyalty programs, argues there is
inconclusive evidence as to whether “hard” or “soft” rewards are most effective in
generating long-term loyalty. Theory predicts that “hard” rewards will ultimately have a
positive effect on customer loyalty, as these recipients have stronger behavioural
loyalty. However, they argue that his loyalty may be to the reward rather than to the
brand.

4.5.3 Best practice in casino loyalty programs (from an industry perspective)

Some of the literature on gambling loyalty programs focuses not on testing hypotheses
regarding program impact, but instead provides recommendations to industry regarding
how they can improve the effectiveness of their loyalty programs. These
recommendations are usually based on a review of the literature and/or personal
experience. These recommendations include understanding the emotional needs,
values and preferences of their customers and potential customers (Hendler & LaTour,
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2009; Baynes, 2011) and then targeting marketing to these different needs (Hendler &
LaTour, 2009). Loyalty programs, it is argued, should focus on “true loyalty”, which is
acquired through great service, not promotions and prizes (Baynes, 2011). Other
recommendations include providing better employee education and training around
details of the loyalty program; ensuring support and endorsement of the program from
upper management; properly and adequately promoting the program to customers
(Crofts, 2011); providing an integrated rewards program across the casino
incorporating gambling, accommodation, food and beverages; and targeting customers
in the top tier of the loyalty program (Smith, 2011).

Meczka (2010), in a literature review of complimentary rewards programs at casinos,
provides a number of recommendations regarding such programs. Complimentary
benefits (“comps”) are redeemable rebates provided to players on a complimentary
basis in order to reward past play or as an incentive for future patronage. He argues
that casinos should better align their loyalty program(s) and rewards provided within
that program with the needs and expectations of all customers rather than just the “high
rollers” (i.e. those in the top tier). While a tiered structure is said to “appeal to human
need for achievement”, he argues there are both benefits and limitations to such a
structure. Finally, he finds the evidence is inconclusive as to whether “hard” or “soft”
rewards are most effective in generating long-term loyalty. Theory predicts that “hard”
rewards will ultimately be more effective, but induce loyalty to the reward rather than
the brand (the casino).
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4.6 Loyalty programs outside the gambling industry

Given the dearth of literature on loyalty programs in the gambling industry, the rest of
this review discusses loyalty programs in general, or loyalty programs in industries
other than gambling in which the findings may be relevant to gambling loyalty
programs. Most of these latter studies involve the hotel or retail industries.

The assumption is that the basic mechanisms underlying customer loyalty programs
cross industries. Moreover, aspects successfully trialled in one industry will likely be
borrowed by other industries such that gambling loyalty programs resemble in many
ways loyalty programs in the retail, grocery, hotel, and other industries. As with the
literature on gambling loyalty programs (with the exception of the Victorian gambling
study), these studies are written from a marketing perspective, with none discussing
possible adverse effects of the programs on customers and instead considering only
potential gains by industry. Unlike the gambling loyalty program literature, country of
origin is more diverse, with a number of articles focused on programs and industries
outside of the United States.

4.6.1 Impact of loyalty programs outside the gambling industry

As with the research on gambling loyalty programs, studies on loyalty program
effectiveness either in general or in other industries produce mixed findings. The
general consensus seems to be that overall effectiveness is small but the impact differs
across consumer segments and markets (Bijmolt et al., 2011).

Overall impact

The hope of industry for loyalty programs is that they improve loyalty, which results in
large increases in sales and profit (Sharp, 2010:171). The evidence, however, is
decidedly mixed, with most reviews of the literature concluding that effects are positive
but small (Bijmolt et al., 2011). When loyalty program members are simply compared
with nhon-members, it appears that members have greater loyalty, however loyalty is
measured (Ha, 2008). But once self-selection is controlled for, differences appear to be
minimal or disappear (Sharp, 2010). In other words, rather than loyalty programs
creating loyalty, it seems that those more loyal to a company become loyalty program
members. Beck, Henderson and Palmatier (2011), however, argue that researchers
may be underestimating the effect of loyalty programs in the way they design their
studies.

Simple comparison of members with non-members

When loyalty program members are compared with non-members, it appears that
loyalty programs have a significant impact on outcomes. For example, a survey of
resort visitors in the United States found that loyalty program members compared with
non-members identify more strongly with a company or brand and report higher levels
of satisfaction, loyalty and delight (Kim et al., 2011).
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A study involving intercept interviews with 888 shoppers of a large German DIY store
found that the association between “conative loyalty”, defined as the desire to intend an
action, and purchasing behaviour was stronger for loyalty program members than for
non-members (Evanschitzky & Wunderlich, 2006). In contrast, a study in which loyalty
program members were automatically enrolled in the loyalty program based on
purchasing history, rather than actively choosing to enrol, showed only a limited impact
of membership on six different relational outcomes (Lacey, 2009). In this study
comparing members and non-members of an upscale U.S. department store loyalty
program, the only positive impact of the loyalty programs was in increasing purchases
and providing complaint feedback.

Controlling for self-selection

When self-selection, whereby consumers who are already more loyal are also more
likely to enrol in loyalty programs, is controlled for, impact is usually minimal. A study
of grocery store loyalty program members that controlled for self-selection found only a
small, though significant, effect of loyalty program membership on behavioural loyalty
share of wallet (Bijmolt, Leenheer, Smidts, & van Heerde, 2007). In this panel data
study with a representative sample of Dutch households, the researchers compared a
“naive” model, in which members were simply compared with non-members, with a
model in which self-selection into loyalty programs was controlled for. They found that
the effect of the more complicated model was seven times smaller than that of the
naive model, indicating that most of the impact of membership is simply that more loyal
customers tend to become loyalty program members, rather than that the loyalty
program increases purchases. They found that loyalty programs increase membership
in the program but do not increase loyalty once enrolled. Indeed, 86% of the effect of
being a member on share-of-wallet disappeared when self-selection was controlled for.
Share of wallet refers to the percentage of grocery-store purchases made at one store
versus another.

When Arranz et al. (2006) simply compared members with non-members of a grocery
store chain in Spain on various measures of behavioural and attitudinal loyalty, they
found several differences in loyalty: members showed greater behavioural loyalty to the
retailer, less behavioural loyalty to other retailers, a more positive attitude towards the
retailer, greater level of satisfaction, higher trust, and greater level of commitment.
However, when the researchers looked at change in behaviour after enrolment in the
loyalty program, they found that participation in loyalty programs did not cause a
change in most consumers. The authors conclude that the main role of loyalty
programs is to retain already loyal customers, and that “[o]ther services such as
variety, prices, location or employees are more important, and the retailer must be
focused on these in order to attract potential consumers and, after that, maintain a
base of loyal customers” (p.394).

Sharp (2010) controls for self-selection by seeing if brands that run loyalty programs
have unusual loyalty for their market share. He argues that if loyalty programs are
effective, brands with loyalty programs should have a market share made up of
unusually high loyalty and low penetration. Based on a study of an Australian/New
Zealand loyalty program (FlyBuys), as well as a similar study in France, he concludes
that loyalty programs produce very slight loyalty effects, do almost nothing to drive



Gambling Research Australia: The Role of Loyalty Programs in Gambling 75

growth, and likely result in negative effects on profits. He argues that a fundamental
problem with loyalty programs is that they skew towards heavier, more loyal buyers of
the brand. This is largely due to physical and mental availability — it is easier for more
loyal buyers to notice the loyalty program and enrol, and they have a much greater
economic incentive to join since they will be rewarded for doing what they are already
doing.

Beck et al. (2011), however, argues that most research investigating the impact of
loyalty programs is faulty for three reasons. First, they argue that whereas studies
overwhelmingly use a one-dimensional lens, most loyalty programs simultaneously
engage multiple psychological mechanisms. Behavioural change resulting from loyalty
programs, they claim, typically results from (1) conferring status to consumers, which
generates favourable comparisons with others; (2) building habits, which causes
advantageous memory processes; and (3) developing relationships, which results in
more favourable treatment by consumers. Regarding the first point, they provide the
example of the company, Starbucks, which a few years ago decided to discontinue its
poorly performing loyalty program, which required a registration fee and offered special
discounts to members. Although its individual components seemed to follow
recommendations for successful loyalty programs — it conferred a sense of status to
customers, reinforced habitual purchases, created a relationship between customers
and the company, and allowed customers to advertise their status to outsiders, the
interaction of these mechanisms was ultimately unsuccessful. The researchers also
argue that most studies measure the impact of the loyalty program only on the target
groups of interest rather than also considering impact on others (“cross-customer
effects”). They provide as an example research that examines Alaska Airlines’ policy
of handing out free-drink coupons to “premium” customers without examining how this
program might affect non-premium customers. Finally, they argue that most studies are
conducted at a single point in time, yet the effects can occur and develop over time
(“temporal effects”).

Structural components / rewards

A number of studies on loyalty programs and their effectiveness consider specific
components of loyalty programs rather than the program as a whole, such as how they
are structured or the types of rewards or ways in which rewards are earned and
granted. This section of the review presents literature on program tiers, rewards
distance, step size, rewards type, and rewards timing. McCall and Voorhees (2010), in
a review of the literature on drivers of program effectiveness, argue that the structure of
the loyalty program, structure of the rewards, and customer fit with the loyalty program
can all impact program effectiveness. Actual financial impact, however, is generally
unknown.

Tiers

Loyalty program tiers or hierarchies award preferred customer status, providing
exclusive benefits to consumers who exceed a certain spending amount. Tiered
programs appear to be more effective than non-tiered programs, both because they
provide a sense of identity to members and also because the tiers can be used to
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further segment customers to subsequently provide differentiated rewards for different
customer tiers (McCall & Voorhees, 2010; Tanford, 2013; Kopalle, Neslin, Sun, Sun, &
Swaminathan, 2012).

Tanford (2013), in an online survey of 800 members of a U.S. hotel loyalty program,
found significant differences between tiers on all measures of attitudinal loyalty,
behavioural intentions, and behavioural loyalty. These measures included emotional
commitment, trust, switching costs, revisit intentions, word of mouth, proportion of hotel
nights at the preferred program hotel brand, frequency of hotel stays at the preferred
program hotel brand, and satisfaction. Kopalle et al. (2012), in a study of 3,907
members of a major U.S. hotel chain which examined the impact of the combination of
frequency reward (e.g. buy 9 and get the 10" free) and customer tiers on loyalty
programs, found that frequency reward and customer tier both generate incremental
sales and that the two together increase sales slightly, and do not interfere with each
other. If the consumer does not maintain a certain level of spending, however, she can
be demoted to a lower level or tier. Customer demotion from a higher to a lower tier
reduces loyalty intentions toward a firm to a level that is lower than the level of loyalty
intentions the customer held before being elevated to the higher tier status. The firm
can slightly moderate this negative effect by offering an apology, although monetary
compensation appears to have no effect (Hennig-Thurau, Rudolph, & Wagner, 2009).

As for ideal number of tiers, given choices between various options those who do not
qualify for a higher-status tier prefer multiple tiers. A three-tier program appears to be
preferable across all members of a loyalty program as compared with a two-tier
program. Increasing the number of people in the top tier of a loyalty program tends to
dilute perception of status whereas adding a tier below the top tier enhances status.
Adding tiers below the second tier does not appear to impact those at the top, but can
make those in the tier immediately above feel more elite. But the size of the
subordinate tier is important; the larger the second tier, the less special the top tier
feels. A second elite tier can help shield those in the top tier from program changes,
especially when a new, superordinate tier (e.g. “Platinum”) is added. Status labels
applied to tiers, such as “gold”, “silver” and “platinum”, in and of themselves, and
regardless of what percentages of members are in each or exactly what benefits are
received at each level, signal status (Dréze & Nunes, 2009). In additional, evidence
indicates that customers accelerate their purchasing behaviour as they approach the
next tier (Kivetz, Urminsky, & Zheng, 2006).

Finally, there is some discussion in the literature regarding whether tier influences only
program loyalty rather than brand loyalty. Tanford (2013), however, concludes that tier
influences brand loyalty as well as program loyalty. There is also evidence that
increasing the value of the rewards by customer spending tier has enduring effects on
brand loyalty (McCall & Voorhees, 2009; Roehm, Pullins, & Roehm Jr, 2002).

Rewards distance & step size

“Rewards distance” refers to the number of points required to redeem a reward. “Step
size” is the number of points earned per dollar. Absolute sizes of the reward distances
and step sizes are referred to as “program magnitude”. For example, a high magnitude
program might have a reward distance of 1,000 points and step size of 10 points per
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dollar. This compares with a low magnitude program with a reward distance of 100
points and a step size of 1 point per dollar. Although the absolute numbers are larger
in the high magnitude program, the effort required to obtain a reward is identical.

Bagchi & Li (2011) conducted experiments in two different contexts — a grocery loyalty
program and a restaurant loyalty program, to investigate how reward distance and step
size affect consumers’ post-enrolment inferences of progress, store loyalty, and
recommendation likelihood. They found that when step-size ambiguity is high (i.e.
consumers are unsure how many points they receive per dollar spent), only reward
distance affects inferences. When ambiguity is lower, both step-size and reward
distance affect inferences, but in a biased manner. If step-size ambiguity is low and
program magnitude is low, those closer to the reward will judge progress to be higher,
be more loyal, and be more likely to recommend the program. However, when
program magnitude is high, the differences between those close to the reward relative
to those far from it will be attenuated.

Reward type and timing

Loyalty programs may offer direct (tied to the brand) or indirect rewards as well as
rewards that are immediate or delayed. In addition, rewards may vary in magnitude and
frequency (Hu, Huang, & Po-Tsang, 2009). The evidence indicates that impact varies
depending on individual consumers’ situations and attributes (McCall & Voorhees,
2009). Customers tend to prefer economic rewards over other direct rewards and
indirect awards. Low-involvement customers, however, appear to have no preference
regarding type of reward (McCall & Voorhees, 2009).

Hu et al. (2009), in a study of hotel loyalty programs using an experimental design with
data from a convenience sample of people in a Taiwan international airport, tested a
number of hypotheses regarding how the timing of rewards (immediate vs. delayed)
affects customer loyalty and whether the effectiveness of these reward structures is
moderated by customer satisfaction. Immediate rewards are discounts or price cuts
offered to customers at the point of sale; delayed rewards are benefits and incentives
that are obtained or redeemable at a later date from the point of sale. The researchers
found that immediate rewards have a greater impact on value perception than do
delayed rewards. However, delayed rewards can impact value perception as long as
the delayed rewards have a significant value to the consumer.

There is evidence that if customers are satisfied, delayed rewards work better than
immediate rewards, whereas if customers are dissatisfied, immediate rewards work
better than delayed rewards (Hu et al., 2009; Keh & Lee, 2006). When required
consumer effort is low, consumers prefer low-magnitude, guaranteed rewards. But as
effort increases, they prefer larger rewards even if they are less certain (Kivetz, 2003).

Choi, Jeon and Yi (2013) conducted experiments amongst undergraduates at private
universities in South Korea to examine the role of perceived uncertainty in whether
consumers preferred aggregated (one big) or segregated (several smaller) rewards in
their loyalty program. Perceived uncertainty refers to the extent to which consumers
are not sure of receiving any incentives (i.e. unpredictable, random rewards
schedules). They found that when perceived uncertainty is higher, consumers prefer a
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segregated option (i.e. several smaller rewards/discounts); when perceived uncertainty
is low, they prefer an aggregated option (i.e. one large reward/discount). The authors
conclude that rewards programs providing unexpected benefits can enhance the
effectiveness of a loyalty program.

Segmentation

In addition to impact of program components on loyalty or other outcome measures,
studies have investigated how different sub-groups of consumers interact with loyalty
programs. These segments are based on loyalty program behaviours or attitudes, and
consumer demographics. A study attempting to explain the mixed findings regarding
the effectiveness of loyalty programs found that a loyalty program may be effective
even for customers who are low in behavioural loyalty if they are high in attitudinal
loyalty. Conversely, they conclude that such programs may not be effective for
customers with high behavioural loyalty if they have low attitudinal loyalty (Bu et al.,
2009). These findings, however, may be affected by a regression to the mean effect
whereby extreme values tend, over time, to shift to a less extreme position. The study
analysed customer transaction data over one year for 1771 VIP customers of a large
department store chain in Korea. Because the data covered a period of time during
which the company introduced its first VIP loyalty program, it was possible to directly
analyse the program’s impact on customer behaviour at the individual level. Attitudinal
loyalty was measured as the proportion of purchases made at the regular price when
other brands were on special.

Bijmolt et al (2011), in a review of the literature, compares low, moderate, and frequent
buyers and concludes that loyalty programs increase spending levels and frequency of
purchasing of low and moderate (but not frequent) buyers. Kopalle et al. (2012), in a
secondary data analysis of U.S. hotel loyalty program members focused on frequency
reward and customer tiers, define two member segments — a “service-oriented”
segment that highly values cash-ins for room upgrades and “luxury” prizes, and a
“price-oriented” segment that is more price sensitive and highly values the frequency
reward aspects of the loyalty program. An analysis of status by gender among
undergraduate students in New Zealand finds that men respond more positively than
women to loyalty programs that emphasise status, but only when their higher status is
highly visible to others, whereas women respond more positively than men to loyalty
programs that emphasise personalisation, but only in private settings (Melnyk &
Osselaer, 2012).

Finally, Ferguson and Hlavinka (2008) found distinctive differences in attitudes and
behaviours around loyalty program participation among five demographic groups of
interest to marketers in the United States: affluent population (highest program
participation rate, high level of program participation recall); young adults (lower
program participation rate, but high recall rate); emerging Hispanics (lower program
participation rate, but high recall rate); core women: 20s-retirements age (slightly
higher than average participation rate); and seniors (slightly lower than average
participation rate). Attitudes and behaviours analysed included program benefits they
liked, their level of engagement and what they wanted from a loyalty program,
redemption patterns, levels of customer satisfaction, and compaosition of non-members.



Gambling Research Australia: The Role of Loyalty Programs in Gambling

The role of customer satisfaction

Customer satisfaction is discussed separately here because it is conceptualised in a
variety of ways in the literature. Overall, there is mixed evidence regarding the role of
customer satisfaction in loyalty. Beck et al. (2011), for example, argue that most
empirical research that includes satisfaction in their evaluation of loyalty programs’
effectiveness models satisfaction as an independent driver of loyalty rather than as a
mediator of its effect on performance (Hu et al., 2009; Azrin, Hanita, & Nor Asiah, 2009;
Costabile, Miceli, & Raimondo, 2008). They argue that satisfaction research typically
focuses on the influence of the core offering on behaviour whereas loyalty program
research focuses on augmenting the core offering to influence behaviour beyond the
effects of consumer satisfaction. Some studies, however, include satisfaction as a
mediating variable. Berezan (2013), for example, in a path analysis of determinants of
loyalty in the hotel industry, posits customer satisfaction as a mediating variable
between information quality and communication style, and loyalty.

Other research finds little or no correlation between customer satisfaction and loyalty
(Mahoney & Palmer 2005; Huang, 2008). Arranz et al. (2006), in contrast, in a review
of the literature, state that customer satisfaction is a key component of attitudinal
loyalty. Noble and Phillips (2004) conducted a qualitative study to understand why
satisfied customers would not want to be loyalty programs members. This study,
involving a diverse group of participants including casino players in the Southeast
United States, found that the most prevalent reasons included: unenticing benefits;
initiation that was too complicated or time-consuming (e.g. long lines; long forms; just
generally the time required); accumulation (i.e. the amount of time or number of
purchases required to obtain some benefit); and mental energy (to keep track of all the
loyalty cards, pin numbers etc.).

Additional research focuses on aspects of loyalty program effectiveness that fall
outside of the categories of structural component or rewards, or consumer segments.
These include relational equity and relationship age, communication of the loyalty
program to members, and loyalty program distinctiveness and identity relevance.
These studies are discussed below.

Relational equity and relationship age

In a survey with a convenience sample of mobile phone users in Italy, Costabile et al.
(2008) tested the hypothesis that relationship age moderates the impact of relational
equity on loyalty. Relational equity was defined as “the customer perception of the
proportionality between her or his own benefit-cost ratio and the firm’s benefit-cost ratio
within a continuous customer-provider relationship” (p.142). They found that relational
equity has a positive independent influence on both attitudinal loyalty (a favourable
attitude toward a firm or brand, relative to other similar firms or brands) and behavioural
loyalty (repeated buying behaviour), and that the effects of relational equity increase
along with relationship age. Other determinants of loyalty included in the model in
addition to relational equity were satisfaction, trust, and perceived value.
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Communication

Two studies examined associations between how a loyalty program is communicated
to customers and loyalty. The first study involved an online survey of hotel loyalty
program members, mostly in the United States. Communication channels included the
company’s website, personal communications from the company, online member
discussions such as forums, and personal communications by the member. The study
found that the channels through which the program is communicated, the style and
quality of that communication, and the extent to which a communication message
matches someone’s image of themselves all impact on loyalty (Berezan, 2013).The
second article focused on how companies choose to frame their reward program to
consumers. A review of the literature indicates that rewards are best communicated as
“additional perks” provided to loyalty customers at the company’s expense (McCall &
Voorhees, 2010). In addition, an effective loyalty program involves developing a
program that fits with its customers’ needs, both in terms of their spending behaviours
and program requirements, as well as emotional needs.

Loyalty program distinctiveness and identity relevance

Related to self-image congruence is “identify relevance”. Ha (2008) defines identity
relevance as the fit between rewards offered by a loyalty program and a consumer’s
identity needs (i.e. goals). This online experimental study conducted with female U.S.
undergraduate students finds that the distinctiveness of the loyalty program and identity
relevance both influence consumer membership identity, which in turn affects loyalty
(Ha 2008).

4.6.2 Best practice / future of loyalty programs

Whereas most research on loyalty programs discusses their impact, whether as a
whole, by individual components, or by member segments, some are specifically
concerned with providing advice to companies regarding loyalty programs.

A number of researchers argue that the real value of loyalty programs is not in
changing attitudes or behaviours or indeed increasing “loyalty”, but in compiling a
detailed customer database on customers’ demographics and spending habits (Bijmolt
et al., 2011; Arranz et al., 2006; Kerr, 2009). This database can then be used to target
special consumer segments (Berman, 2006; Huang, 2008), develop a marketing
campaign to target new customers who share similar profiles (Huang, 2008), produce
higher average sales due to cross-selling and up-selling opportunities and increase
product recall (Berman, 2006), develop training and hiring schedules, and test market
responsiveness via promotions (Mahoney & Palmer, 2005). Bijmolt et al. (2011:231)
state, “firms whose loyalty programs are able to efficiently leverage the data of their
cardholders and introduce better targeted promotional campaigns have bigger chances
of succeeding in the long run”. Setting up and analysing such data, however, can be
difficult and time-consuming (Dréze & Nunes, 2007; Sharp, 2010). Regardless of
whether loyalty programs are effective, Chen and Xie (2013) argue, loyalty programs
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are here to stay so companies should strive to maximise the merits and minimise the
drawbacks.

In addition to compiling and analysing a customer database, money and expertise
permitting, researchers provide the following recommendations regarding what
companies should do to run a successful loyalty program. Given the long list, it is
unlikely any single program could incorporate all of this advice. The recommendations
can be categorised as “structural”, “rewards”, and “strategic”.

Structural

Make the program simple (Ho et al., 2009)

Ensure that the loyalty program consists of more than just discounting.
Discounting encourages other companies to do the same which merely
encourages price shopping (Dréze & Nunes, 2007)

Provide new members a sense of momentum by giving them a “jump start”
when they enrol, keeping in mind that the customer should see this as earned
rather than an entitlement or it may have a negative effect (Dréze & Nunes,
2007). People value more a reward they have to work to get (Papadatos, 2006).

Strike the right balance of “divisibility of rewards” (e.g. how many points you
need before you can redeem), factoring in expected yearly program usage and
the amount of company differentiation, as well as customers’ preference for
highly divisible programs (Dreze & Nunes, 2007)

Expand the relationship by encouraging customers to make additional
purchases of that brand but for a different product (e.g. a free pastry after
buying nine coffees, rather than a 10" coffee free) (Dréze & Nunes, 2007)

Provide combined-currency flexibility. Research shows that people like to
purchase with a combination of cash and points rather than all of one or the
other; it lowers the psychological cost (Dréze & Nunes, 2007).

Rewards

Avoid rewarding disloyal customers. Reward the use of the card over time
instead of on a given purchase occasion, and provide larger or special rewards
to more loyal customers (Dreze & Nunes, 2007; Ho et al., 2009)

Provide “sticky” rewards (memorable, pleasure providing rewards that stick in
people’s minds) rather than functional or utilitarian rewards. They should be
something special that loyal customers do not plan to purchase at a regular
price but may purchase elsewhere. These types of rewards both get people
excited about the program and also create pleasant associations with the brand
(Dréze & Nunes, 2007; Ho et al., 2009)

Include less expensive rewards. Customers are often happy with costless or low
cost rewards, such as preferential treatment for members (e.g. shorter lines or
waiting times), or coupons rather than straight discounts (Dreze & Nunes, 2007)

Structure the rewards to create incentives that are good enough to change
behaviour but not so generous that they erode margins (Dréze & Nunes, 2007)
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Strategic

Clarify short- and long-term business goals. Specify exactly what outcomes are
intended (Dreze & Nunes, 2007; Kerr, 2009).

Offer good-value, imaginative programs (Capizzi & Ferguson, 2005)
Differentiate the program from competitors’ (Kerr, 2009);
Look for unique and exciting program partners (Capizzi & Ferguson, 2005)

Avoid rewarding volume over profitability. Keep track of the profitability of
customers. Harrah's Entertainment, for example, tracks the types of gambling
that people do and focuses on its most profitable customers. Some games are
more profitable than others, so it will provide greater rewards for customers who
play more of the more profitable games (Dréze & Nunes, 2007)

Only promise what can be delivered, especially if members can easily compare
the service or reward provided members and non-members (e.g. how fast lines
move). Moreover, customers do not compare averages with averages; they
compare extremes with extremes, so ensure the lower bounds of premium
service never look worse than the standard service (Dréze & Nunes, 2007).

Take into account consumer psychology. People want a fair value exchange, so
loyalty programs need to build emotional connections to their brands (Dreze &
Nunes, 2007; Papadatos, 2006). There are two stages to rewards — the
immediate, positive feeling following getting the reward, and then the delayed,
emotional feeling of having achieved something (Papadatos, 2006).

Implement a program that is multi-faceted, meaning a program that is not linked
with only one area of the business but all areas (e.g., rewards/points based on
gambling expenditure as well as food and beverage expenditure; a program that
allows members to use the program at interstate venues) (Kerr 2009)

Focus on customer engagement in order to build a transactional database of
customer behaviour (e.g. a database that includes likes/dislikes of its
customers) (Kerr 2009)

Implementation or changes to programs should be made after a detailed
financial cost-benefit analysis has been conducted (Capizzi & Ferfuson 2005)

Talk to customers and gain feedback that can help build the program; build
gualitative data sets (Capizzi & Ferguson 2005)
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4.7 Discussion & gaps in the literature

Discussion

Little research exists in either the academic or grey literature on gambling loyalty
programs in Australia. For the purposes of this project, the most relevant such study is
the aforementioned Victorian gambling study, which found that problem gamblers and
those with lower socio-economic status may view loyalty programs more favourably
and be less cognisant of potential risks than other consumers. Although this study was
limited to 100 participants, all of whom live in Victoria, it is nevertheless an important
finding worth following up with a larger and more diverse sample.

The international literature on gambling loyalty programs focuses exclusively on
casinos, mostly in the United States, with a majority of these in Las Vegas. Findings
from most of the casino studies and the broader literature on loyalty programs indicate
that the impact of loyalty programs on loyalty attitudes and behaviours is minimal when
self-selection (the tendency for more loyal customers to join loyalty programs) is
controlled for. Loyalty programs appear mainly to reward loyal customers for doing
what they are already doing. The impact may be greater, however, or take different
forms, for some customers than others — for example, lower-frequency versus higher-
frequency consumers, men versus women, and various groups segmented by a
combination of demographics and purchasing behaviours and attitudes. The evidence,
however, is limited.

The way in which a loyalty program is structured may influence the impact of problem
gambling. Various loyalty program studies discuss “optimal” number of tiers, number of
points required to redeem a reward, number of points earned per dollar, direct versus
indirect rewards, and immediate versus delayed rewards. Other studies focus on how a
program is “best” communicated to members to obtain “optimal” results, impact of
relationship age, and impact of program distinctiveness and the extent to which the
program taps into a consumer’s self-perceived identity. Therefore, it is possible that if
gambling loyalty programs were designed according to “best-practice” principles and
marketed to target particular sub-groups of gamblers, they might produce significant
effects, although again the evidence on efficacy is limited.

Finally, several articles are devoted to providing industry with recommendations for
establishing an “effective” loyalty programs now and into the future, although these are
mostly based on reviews of the existing evidence and, in some cases, personal
experience, rather than empirical studies. A number of studies discuss the importance
of compiling and analysing a customer database in order to more effectively target
marketing activities, although the authors point out that this requires significant time,
money and expertise. None of these articles, however, addresses the issue of what
industry should be allowed to do with the customer database information. The
assumption seems to be that they should have free rein to do whatever they want with
it. In the context of the gambling industry, however, and particularly given the concerns
around problem gambling, this issue should be addressed.
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Gaps in the literature

Substantial gaps are evident in the evidence base regarding the impact of loyalty
programs on gamblers, and particularly at-risk gamblers. First, there are simply no
studies on Australian gambling loyalty programs, other than the two studies that
mention loyalty programs as part a broader discussion of marketing programs. As a
result, little evidence exists concerning either the structure of loyalty programs or the
impact of these programs on gamblers. Second, of the 54 studies included in this
review, only the Victorian gambling study is not written from a marketing perspective.
None of these other 53 articles considers potentially negative impacts of the program
on the consumer, their family and friends, or the community. Typical of the literature is
the following statement regarding the impact of loyalty programs on consumers from an
article that reviews the evidence on loyalty programs: “From the consumer perspective,
loyalty programs are beneficial since they offer rewards for purchases.” (Bijmolt et al.,
2011: 230) Third, more evidence is needed regarding the differential impact of loyalty
programs on various sub-groups of gamblers. There is some hint from the non-
gambling literature that particular segments of consumers respond to programs
differently. Similarly, greater understanding is needed about how the structure of the
program, types of rewards, manner in which the program is communicated, and so on,
impact on gamblers.

Finally, little literature exists regarding whether a successful loyalty program merely
increases loyalty to one brand at the expense of another, resulting in a zero-sum gain
in terms of total spending, or whether it in fact increases total spending. In reference to
gambling, it is important to understand whether loyalty programs merely encourage
gamblers to, for example, attend a single venue rather than dividing their time across
gambling venues, or whether they increase total amount of gambling, whether
measured by number of visits, or time or money spent. Much of the non-gambling
loyalty program literature seems to assume the former but sometimes also argues the
latter. A number of studies, for example, use “share of wallet” as an outcome measure,
which refers to the percentage of total purchases within an industry of a particular
brand, store, or company. For instance, a particular grocery store might receive 80%
share of wallet of a customer who buys 80% of her groceries from that grocery store
and the remaining 20% at other grocery stores. However, other studies measure
increased overall spending. Huang (2008: 2), for example, state that a loyal customer
“rarely switches to other brands and spends more because they can earn more
benefits with repeat purchase behavior”.
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4.8 Conclusions

Currently all but one of the Australian casinos and approximately 18% of Australian
club and pub/hotel EGM venues have loyalty programs, and judging by international
figures this percentage is likely to increase.

Problem gambling, while affecting a small percentage of the population, can have
devastating effects on the gambler, their family and friends, and the larger community.
There is concern that loyalty programs provide an inducement to individuals to play
EGMs more often and for longer periods of time than would otherwise be the case and
to potentially reduce a gambler’s capacity to maintain control over their gambling
behaviour (Productivity Commission 1999). Yet little evidence exists that addresses
this issue.

The somewhat limited research on loyalty programs does not generally find a large
connection between loyalty programs and increases in attitudinal or behavioural loyalty.
However, the one study that examines Australian gambling loyalty programs finds that
problem gamblers and gamblers from lower socio-economic status express more
positive attitudes towards such programs and mention fewer possible negative impacts.

It is therefore imperative from a public policy and public health perspective to
understand the impact of loyalty programs on gamblers in order to ensure that these
programs do not contribute to the risk of problem gambling.
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5 Online discussion boards

5.1 Objectives

The objective of the online discussion boards was to provide in-depth, qualitative data
on personal experiences of loyalty program members with loyalty programs and
perceptions regarding impact of the programs on attitudes and behaviours around
gambling.

The findings from the boards were also used to devise topics and questions for the
longitudinal survey instrument.

In this discussion, the following terms will be used:

e Problem gambler: categorised as a problem gambler according to the PGSI,
which was used as a screener when recruiting participants for the online
discussion boards.

e Lower-risk gambler: categorised as a moderate-risk, low-risk, or no-risk gambler
according to the PGSI

e [venue type]_High: Participant in one of the “problem gambler” groups

e [venue type]_Low: Participant in one of the “lower-risk gambler” groups

The terms, “pokies” and “EGMs” are used interchangeably. Because most participants
referred to this type of gambling product as “pokies”, this is the term more often used in
this section of the report.

Any spelling or other mistakes in comments made by participants have generally been
left as written, unless changes were needed to assist with comprehension.

Reading tables

Because the sample of participants is not a probability sample, statistically significant
differences between groups cannot be calculated. However, substantively large
differences (usually 10 percentage points or more) are indicated. The following
convention is used in the tables.

Green bold type = considerably lower percentage compared with other groups
Red bold type = considerably higher percentage compared with other groups

The discussion boards included both open-ended topic questions, to which participants
typed in responses, as well as a number of survey questions with closed-ended
responses. Because of a problem with the software, survey data for Club_High
participants was not recorded and thus this data is not included in the tables.




Gambling Research Australia: The Role of Loyalty Programs in Gambling

5.2 Methodology

5.2.1 Background

Online discussion boards are online “bulletin boards” in which participants can share
and discuss information and opinions over a period of days or weeks. Online discussion
boards have several advantages over traditional face-to-face focus group interviews in
addition to saving on travel costs, including:

e Convenience for participants
* Reduced social interference
* Reduced “group think”

* Greater chance for reflection
e Better control by moderator

* Automatic transcription (Lim & Tan 2001)
Additional advantages include:

* Ability to show audio and visual content

* Improved openness due to anonymity

Views of non-problem, low-risk, moderate-risk and problem gamblers who are currently
members of gambling loyalty programs were sought in order to understand the different
ways in which these groups interact with loyalty programs. Risk level was assessed
using the 9-item PGSI (Ferris & Wynne, 2001).

According to the PGSI, population estimates for each category are (Dept of Justice:
Prevalence of Problem Gambling)

* Non-problem gamblers (score of 0) ................... 64.3%
* Low risk gamblers (score of 1-2) ..........evueennnnnn.. 5.7%
* Moderate risk gamblers (score of 3-7) .............. 2.4%
* Problem gamblers (score of 8-27) ........ccccvveneee 0.7%

e Non-gamblers.......cccooeviiiiiiiiiii e, 26.9%
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However, it is generally agreed that gambling risk is somewhat higher for EGM players
(Dept of Justice: Electronic Gaming Machines).

Because casinos, hotels and clubs offer significantly different gambling experiences,
including types of loyalty programs, separate discussion groups for each venue type
were conducted. If a participant was a member of more than one type of loyalty
program (e.g. club and casino), they were placed in a group according to the type of
venue where they most often use their loyalty program membership.

In addition to the PGSI, potential participants were screened for EGM playing and
loyalty program membership. The following are examples of the screener questions
asked:

* Inthe past month, have you gone to a casino, club or hotel and played
electronic gaming machines, also referred to as “pokies”?

* Do you belong to a loyalty program at that [casino/hotel/club]?

A copy of the survey instrument is included in the Appendix.

5.2.2 Fieldwork

Participants for the discussion boards were recruited via referral to an online
registration form. The following methods were used to direct participants to the form:

* Email distribution to a commercially available list of people who included
“gambling/betting” and/or “attending clubs/pubs” as one of their leisure interests

* Email distribution to people who participated in our previously conducted
alcohol research and agreed to be contacted about future research
opportunities

* Posts and advertisements on Facebook
* Google advertisement

* Gumtree advertisement

* Advertisement via a gambling forum

* Invitations to current participants via email and/or SMS to refer people they
know

Once registered, participants were contacted by phone and invited to participate in the
relevant discussion board. They completed a series of screening questions to
determine their eligibility and to assign them to the relevant board. Participants were
offered a $50 gift voucher as thanks for their time and contribution. Fifty participants
were recruited per board.
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A discussion/topic guide was developed by the Social Research Group with input from
two topic experts and approved by GRA. The guideline comprised a limited number of
topics and sub-topic exploration prompts. A copy of the topic guide is included in the
Appendix. Topics were informed by the audit and literature review as well as input
from our topic experts. Approval of the final guideline by GRA was sought prior to
programming the online discussion tool. The guide was programmed into
GroupQuality’s real time research software and checked for grammatical and logic
errors prior to the boards opening.

Following recruitment, online discussion board participants were first sent an email
introducing the purpose of the discussion and informing them of the basic features of
the board. They were then sent a test link to the discussion board to ensure
compatibility with the software and to allow them to log in and set up their profile.
Participants could choose an “alias” and picture to add to their profile and be shown
alongside comments. They were advised to choose an alias and picture that would
maintain their privacy and ensure they could not be identified by other participants. On
the morning the relevant discussion board opened, participants were provided with
login details and a unique password. The opening email also advised participants of
the topics to be posted each day. Each board was opened on a Monday, with four or
five new discussion questions posted daily for one week.

Throughout the fieldwork period, participants were sent reminders via email and SMS.
Participants received notification emails when new topics were posted on the board,
when they received replies from the moderator or other participants to comments they
had posted, and when they had not posted any comments for approximately 24 hours.
After all topics had been posted, the board remained open for a further week to allow
additional time for comments. Each patrticipant, therefore, had two weeks during which
they could post comments to their group and respond to other participants’ comments.
The six boards were conducted in April and May 2014.
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5.2.3 Board composition

The six discussion boards consisted of EGM loyalty program members, grouped by:

* Type of venue at which a loyalty program membership was held:

= casino
= club
= hotel/pub

* Level of risk as assessed by the Canadian PGSI (Ferris & Wynne 2001):

= 0 = Non-problem gambler

= 1-2 = Low level of problems with few or no identified negative
consequences

= 3-7 = Moderate level of problems leading to some negative
consequences

= 8 or more = Problem gambling with negative consequences and a
possible loss of control

When a participant held loyalty program membership at more than one type of venue,
they were assigned to the type of venue at which they most used their membership.

For the first board (Club), moderate-risk and problem gamblers were combined for the
higher-risk group. However, it was then determined that the behaviours and attitudes of
those categorised as “moderate risk” were often quite different from those of “problem
gamblers” and more similar to lower risk gamblers. For the remaining five groups,
therefore, moderate-risk gamblers were combined with low-risk and non-problem
gamblers. This means that in the findings and analysis, “Club_High” includes both
problem gamblers and moderate-risk gamblers, whereas “Casino_High” and
“Pub/Hotel_High” include only problem gamblers. Similarly, “Club_Low” includes only
non-problem and low-risk gamblers, whereas “Casino-Low” and “Pub/Hotel_Low” also
include moderate-risk gamblers. Given the aims of the study, it was decided that it was
more important to shift the composition of groups than maintain consistency.

The final composition of the six discussion boards is presented below.
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Table 5.1: Discussion Board Recruits

Discussion Board Details

Group One:
Club Mod Risk/Problem Gamblers
(Club_High)

Hold loyalty program membership at a club
Moderate risk and problem gamblers

Board opened: Monday 7 April 2014

36 people logged in and participated

Group Two:
Casino Problem Gamblers
(Casino_High)

Hold loyalty program membership at a casino
Moderate risk and problem gamblers

Board opened: Monday 5 May 2014

27 people logged in and participated

Group Three:
Pubs/Hotels Problem Gamblers
(Pub/Hotel_High)

Hold loyalty program membership at a pub/hotel
Moderate risk and problem gamblers

Board opened: Monday 5 May 2014

35 people logged in and participated

Group Four:
Club Low Risk and Non-Problem
Gamblers

Hold loyalty program membership at a club
Low risk and non-problem gamblers

Board opened: Monday 5 May 2014

(Club_Low)

38 people logged in and participated

Hold loyalty program membership at a casino
Group Five: Low/moderate risk and non-problem gamblers

Casino Low/Mod Risk and Non-Problem
Gamblers
(Casino_Low)

Board opened: Monday 5 May 2014

29 people logged in and participated

Group Six:

Pubs/Hotel Low/Mod Risk and Non-
Problem Gamblers
(Pubs/Hotel_Low)

Hold loyalty program membership at a pub/hotel
Low/moderate risk and non-problem gamblers

Board opened: Monday 5 May 2014

35 people logged in and participated
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5.2.4 Participant demographics

The table below shows that participants included a mix of genders, ages and locations.
Women made up a majority on four of the six boards. Men were a slight majority on
both of the casino boards. Women were a large majority (64% of participants) on the
Club_High board.

Participants on the Casino_High board were significantly younger than those on the
other boards, with more than half of participants aged 34 years or younger. The
Pub/Hotel_High board contained a relatively greater percentage of older participants,
with more than half (57%) aged 55 or older.

Most participants were from New South Wales, Queensland and Victoria, with
significant percentages of participants on the Pub/Hotels boards from South Australia.
A very low percentage (6%) of Casino_Low participants were from New South Wales.
In Western Australia, EGMs are located only in the casino.

Table 5.2: Demographics of participants

Pub/Hotel Casino Pub/Hotel
Base: All High Low Low
participants
(QEE10)) (QEE10)) (n=36) (n=33) (n=29)
GENDER
Male 56 36 49 44 55 45
Female 44 64 51 56 45 55
AGE
18-24 yrs 33 4 7 8 6 3
25-34 yrs 26 24 7 25 9 10
35-44 yrs 19 16 7 19 9 10
45-54 yrs 4 20 22 31 30 31
55-64 yrs 19 22 24 14 24 31
65+ yrs 0 14 33 3 15 14
STATE
ACT 0 2 4 0 3 0
NSW 41 54 52 33 6 21
NT 4 0 0 0 0 0
QLD 19 26 28 19 6 34
SA 11 0 0 25 9 31
TAS 0 0 0 0 12 7
VIC 26 18 16 22 42 38
WA 0 0 0 0 21 0

Note: Totals may not add to 100 due to rounding & refusals
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In their introductions, many of the participants described their main vocational activity.
Of these people, the largest group was working full time (38%), followed by retired
(20%) and home duties (11%).

Table 5.3: Main activity of participants

Casino Pub/Hotel Casino Pub/Hotel
Base: All participants High High oW oW S
(n=15) (n=26) (n=22) (n=21) (n=20) (n=23) (n=127)
% % % % % % %
Work FT 40 23 55 48 25 39 38
Work PT 20 0 7 0 0 0 3
Casual FT/IZB S/Ir(])gxslrsl 0 12 0 5 0 9 5
Study FT 0 4 0 0 0 0 1
Study FT/PT +|:Yrv/c|)::"|F 13 8 9 0 15 0 7
Home duties / carer 7 15 9 10 17 11
Unemployed 13 4 9 10 13 9
Retired 0 27 5 38 25 22 20
Pensioner 7 8 9 0 15 0 6

Note: Totals may not add to 100 due to rounding

93



Gambling Research Australia: The Role of Loyalty Programs in Gambling 94

5.3 Findings

Discussions from the boards were outputted into Excel with each comment on a
separate line, identified by Participant ID. Discussions from each of the six boards
were placed in separate Excel Workbooks. Comments were coded within Excel using
a Grounded Theory approach (Charmaz, 2003).

The results of the online discussion boards are presented by theme. First, a summary
of key findings regarding each theme is presented. This is followed by a more detailed
discussion of the theme, including quotes from survey participants, identified by board
(e.g. Casino_High; Pub/hotel_Low).

5.3.1 Venue

This first theme is around participants’ choice of venue(s) — which venues they attend
and why. It also presents results of a survey question asking whether the main reason
they visit a venue is to play EGMs or for other reasons.

Choice of venue - summary

* Most participants had a favourite venue but also played EGMs at other
venues.

* However, a minority said they do change venues during a single gambling
occasion, usually based on whether they are winning or losing.

* Overall, most participants said convenience/distance is a major factor in
choice of venue.

* The exception was the casinos, which were viewed by many as a
destination for a special day or night out.

e The most commonly stated reason for preferring pubs/hotels or clubs was a
friendlier, more familiar atmosphere.

* A major reason for preferring casinos was the greater excitement and
choice of machines and other activities.

* ‘Better loyalty program’ was mentioned by multiple participants across
different venue types.
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Most participants had a favourite venue but also played EGMs at other venues

Most participants said they had one favourite venue where they spend most of their
time, but also play EGMs at two or three other venues. However, they usually stay at
one venue for any one gambling occasion rather than moving from venue to venue.
This was true across all six boards. The Club_Low players mostly play at pubs/hotels
and clubs and very rarely at the casino.

It's normally only one venue in a day/night [Club_High]

The majority of the time | spend playing the pokies is at one venue at a
time. 1 don't "pub hop".... [Pub/Hotel_High]

Whichever venue we go to we generally stick to that venue on that night.
[Pub/Hotel_Low]

| also never split my time between venues; | like to stay at the same one
on a couple of games | like. [Casino_High]

However, a minority said they do change venues during a single gambling
occasion, usually based on whether they are winning or losing.

| start at the RSL for dinner at 1830 hrs and move to the Pokies approx
2000hrs. We have no set plan to change venues just as the night
progresses we might be having a bad night or just bored and decide to
move on. [Club_Low]

It depends upon whether we are winning or losing. Lately we have been
going to two pubs approx. 100 metres apart. When we have exhausted
playing the cheap machines at one we walk down the road to the next.
[Pub/Hotel_Low]

Casino_Low participants in particular didn’t seem to have particular venue, or type of
venue, preference but were happy to play wherever.

Any pub, casino is fine with me, as | usually go with a bunch of mates.
[Casino_Low]

Whenever | am out and there’s a pokies I'll play. This could be the RSL,
club or local pub. The venue doesn’t matter. [Casino_Low]
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Overall, most participants said convenience/distance is a major factor in choice
of venue.

| play pokies at Clubs and Hotels but there is no real reason, it's the
convenience and location of them that get me there. [Pub/Hotel_High]

We go to the local clubs as they are handy and you do not have to travel
far. [Club_Low]

Predominantly local pokie venues just because of easy access
[Pub/Hotel_Low]

| play locally at the pubs/hotels, 3 hotels within 1km from where 1 live... it's
just ease of convenience [Casino_High]

Predominately play at casino. It is quite close. Casino_High — TOPIC 2

[I] don’t necessarily prefer it over any other venues. We usually just go
where it is closest to us at the time (SG0160) Pub/Hotel Low — TOPIC 4

The exception was the casinos, which were viewed by many as a destination for
a special day or night out (and where participants said they usually spend more
money than they normally would).

I usually go once a week to local club with my mother; we also go to the
casino on special occasions [Club_High]

Once every couple of years | will plan a trip to a casino. [Club_High]
The only time | prefer [casinos] is you have to go to the city, and you're all

dressed up then | go and have a "visit", otherwise it's too far just to play
machines. [Pub/Hotel_Low]
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Reasons for venue-type preference

The most commonly stated reason for preferring pubs/hotels or clubs was a friendlier,
more familiar atmosphere. A major reason for preferring casinos was the greater
excitement and choice of machines and other activities.

Main reasons for preferring each type of venue are listed below, in descending order of
number of mentions. Those in bold were mentioned considerably more often than the
other reasons. It is interesting that for all three types of venues, “better loyalty
program” was mentioned by multiple participants. Of course, this may have been
in part due to the topic of the discussion board.

Table 5.4: Main reasons for preferring venues by type of venue

Casinos

o Greater variety/number of
machines

Clubs

¢ Friendly atmosphere — staff
and other patrons

Pubs/Hotels

e Convenient/located close by

o Greater variety of activities in
addition to gambling, such as
entertainment and choice of
restaurants

e Comfortable and familiar staff
and machines

e Comfortable and familiar staff
and machines

e Better rewards / food and drink
deals

e Good security; safer than
pubs/hotels (women in
particular mentioned this); keep
out the drunks/riff-raff

e Small/cosy/intimate

o Better pay outs / bigger
jackpots

e Good loyalty program

¢ Feel can gamble lots without
getting questioned as at clubs

e Better loyalty program
benefits

e Larger than pubs / more open
spaces

e Casinos too far away / feel have
to dress up

e Open 24 hrs

e More machines than
pubs/hotels

e Easy parking

e Better/easier for smokers

e Less crowded than casinos

e Loyalty program

e In WA — only place to play
pokies

e Don't have to go to bar for
payout (as at pubs)

e Think wins are more
likely/better

o Exciting atmosphere

¢ Quieter than casinos or
hotels/pubs

e Less crowded

o Better customer service

e Convenience/closer to home
(compared with casinos)

e Machines/amenities better than
at local clubs

e An occasion / get dressed up

e More activities in addition to
gambling as compared with
hotels/pubs

o Like to stay local/ support local
area

e Cheaper/better food and drinks
than pubs/hotels

e Better pay outs

e Community contribution/RSL

e Free bus/parking
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There was recognition by some participants that many of the advantages of
casinos also make them more dangerous for problem gamblers.

| like that they’re 24 hours and they have so many different machines but |
also hate it if that makes sense? If it wasn’t open around the clock | doubt
I'd spend as much and also | tend to go "trance like" when I'm tired and
just shovel money in. [Casino_High]

Main reason for visiting venue — summary

* Pokies were generally not the main reason participants visit the venue.

* However, problem gamblers were more likely to say that playing the pokies
was a main reason to visit the venue.

Pokies were generally not the main reason participants visit the venue, although
problem gamblers were more likely to say that playing the pokies was a main
reason to visit the venue.

Problem gamblers were much more likely than lower risk participants to say that the
only or main reason they visit the venue is to play EGMs, with approximately half of
those in the casino and club groups saying this was the case (refer to the table below).
Lower-risk gamblers tended to say that gambling was only part of the reason they
attended the venue and that they mainly attended for other reasons.

Table 5.5: EGM as an attraction to the venue

Pub/Hotel  Pub/Hotel Club Casino Casino
o Low High Low Low High
Base: All participants
(n=32) (n=23) (n=39) (n=36) (n=20)
When you visit a club, are the % % % % %
pokies...
The only/main reason you visit 19 52 21 17 45
One of the reasons/not the reason you 81 43 79 81 55
visit
Don't know/NA 0 4 0 3 0

Note: Total may not add to 100 due to rounding
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Below are some comments from non-problem gamblers.

Main reason is for the food and night out the machines just happen to be
part of the experience. [Club_Low]

| visit hotels for a feed or to listen to bands or DJs but most of the time I'll
put a few dollars through the pokies. [Pub/Hotel _Low]

The main reason we visit is for the meals and sometimes the offers which
come by mail; pokies is secondary but sometimes worthwhile if you get
my drift. [Casino_Low]

These compare with the following typical remarks from problem gamblers:

| visit the clubs 90% of the time purely for the pokies/keno... [Club_High]

Very rarely | will try to kid myself that | am there for a meal or friends.
Face it though, if you want a nice meal a club is not the first place you
think of [Club_High]

| like the restaurant at the Casino but going to the Casino without playing
the pokies is like going to a Butcher's shop & not buying any meat!
[Casino_High]

If by myself I'll go purely to play. If with a group may eat first but will go
and play after. Sometimes I've left but went back to play.
[Pub/Hotel_High]
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5.3.2 Gambling/EGMs

This section of findings reports on participants’ self-reported gambling behaviours. This
includes when and how often they usually gamble and whether they have a regular
pattern of gambling. It also includes discussions on several topics about gambling
behaviours not specifically asked about but brought up by participants at various points
in the discussion. These include gambling in order to lift their mood, perceived
connections between alcohol consumption and gambling behaviours, and fallacious
thinking around EGMs.

Gambling patterns - summary

* Most participants had usual days/times when they visited the
venue/gambled, although lower-risk gamblers were more likely to have a
regular pattern as compared with problem gamblers.

* |n addition, many participants said they gambled ‘when the mood struck’
or they had some extra money on hand.

* A significant minority, however, claimed to have no set pattern.

* How long participants stayed at the venue was determined by money,
not time.

* Problem gamblers generally spent more money and were less able to
adhere to pre-set limits.

Most participants had usual days/times when they visited the venue/gambled,
although lower-risk gamblers were more likely to have aregular pattern as
compared with problem gamblers.

| normally play during the day when the kids are at school if I've got the
day off or every 2nd weekend when the kids are at their dad’s.
[Pub/Hotel_Low]

| play bowls Tuesday and Friday afternoon and play after the game. On
Saturdays | go to the RSL for the midday raffle and play pokies until | go
into the tab at about 3 o’clock. | also go to the RSL (the club with the
rewards) on at least 2 other days of the week when the mood gets me.
(Club_High)

Usually a weekend either a Friday or Saturday night. Club_Low TOPIC 16
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In addition, many also went ‘when the mood struck’ or they had some extra
money on hand.

| usually play on Saturday afternoons and sporadically during the week on
different evenings from about 6pm - 8pm. The factors which influence me
playing the pokies are my general mood & when | get paid. [Casino_High]

Usually play on Wednesday nights, between 6.30 and 8.30, occasionally
a bit later depending on finances. [Club_Low]

Usually over the week-ends or when I'm bored and have a bit of money to
spend. [Casino_High]

A significant minority, however, claimed to have no set pattern.

| have no set day or time | play the machines. If | feel like killing an hour
or so and | can afford to lose the money | will go and play.
[Pub/Hotel _Low]

| usually just play whenever | am out with friends or whenever the urge
strikes.... [Casino_Low]

For me it is just a spur of the moment thing. No particular time or day for
me. [Casino_High]

Any day or time now that I've retired. | tend to go whenever | can sneak
away or not be missed. [Club_High]
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How long participants stayed at the venue was determined by money, not time.

Length of stay was overwhelmingly determined by money, whether that was a limit they
determined in advance or amount of money on hand or available to them. Very few
participants said length of stay was based at all on time.

As for how long | play depends on how quick | run out of money. | usually
take a few hundred dollars with me and leave my EFTPOS card at home
so | don't spend too much. [Club_High]

[l play] for maybe an hour at the most unless of course the machine is
being kind and giving back. [Club_Low]

These days | go in with a set amount so it can last for 15mins or 15 hours
depending on how they pay [Casino_High]

| don't play pokies on a time basis. It is not a hobby to pass time. It is
either a matter of get a cheque and go home or spend every cent | have

and Go home [Casino_High]

| always set a limit and leave when it's gone. [Pub/Hotel_Low]

Problem gamblers generally spent more money and were less able to adhere to
pre-set limits.

In general, problem gamblers spent more money and were less able to stick with any
pre-set limits as compared with lower risk gamblers. They often talked about spending
amounts of $100 to $200 per gambling occasions whereas for the lower risk gamblers
this amount was often more $20 to $50.

| prefer to play when | can go in with at least $100-200, and if it lasts me
8+ hours, then I'm reasonably happy. [Pub/Hotel_High]

Below are comments from problem gamblers around setting limits and attempting to
adhere to them:

I go with good intentions of only spending a certain amount but almost
always end up spending more. [Casino_High]

Try hard to keep to a certain amount but can go over if | have the time.
[Pub/Hotel_High]

Wanted to leave after the first payout...about 20 minutes into the
session... but didn't. Ended up staying for 4 hours till | reached my limit at
the ATM. [Pub/Hotel_High]
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Gambling and mood - summary

* A number of problem gamblers said they often played EGMs to lift their
mood or escape from problems or worries.

Unprompted, a number of problem gambling participants said that they often played
EGMs in order to lift their mood or escape from problems or worries.

Depending on whom | go with & what my mood is & how well the
machines are paying. If | had a lot on my mind & wanted to stop thinking, |
could play the pokies for hours non-stop. If I'm with friends | tend to play
less. [Club_High]

It is usually when | am feeling a bit flat that | go or when | have bills
coming up and I think I might win enough to pay the bill. Usually | spend
more than the bill is worth and lose so | am further behind! [Casino_High]

If I go to the pub on Saturday afternoons | will play the pokies cause | get

social anxiety & feel depressed around strangers at the pub so retreat to
the pokies area. [Casino_High]

Gambling and alcohol - summary

e Several problem gamblers said alcohol affects their gambling
behaviours

Also unprompted were several comments from problem gamblers regarding
connections they have noticed between their alcohol consumption and gambling
behaviours.

When asked what determines how long they spend gambling:

Usually of an evening. Sometimes really late. Alcohol can affect how
much | play. [Casino_High]

The main factor influencing how often | play is when left to drink alone.
[Pub/Hotel_High]
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Fallacious thinking around machines - summary

e Both problem gamblers and lower risk gamblers believed there are lucky
and unlucky machines and that machines go on winning or losing streaks

* In some cases participants were aware that this thinking was incorrect and
in other cases they were not.

In discussing choice of venue or type of venue, or how long the usually spent gambling
and influences on amount of time, a number of participants expressed fallacious
thinking around the EGMs — for example, that there are lucky and unlucky machines, or
that the machines go on winning or losing streaks. In some cases participants were
aware that this thinking was likely incorrect and in other cases they were not.

[1] like to change to a different venue each time as it may change my luck.
[I] prefer to only play machines | am familiar with. [Pub/Hotel_Low]

My choice of venues is influenced by what machines they have (because,
let's face it, we all have "favourite” machines).... And | seem to be
"luckier" in some venues, and on some machines (LOL). [Club_Low]

| like the idea that a few people have played before me so the chances of
winning can be greater, especially the jackpots on certain machines.
[Club_High]

| avoid hotels with a small number [of machines], e.g. 10-15, as | think |
won't win there! [Pub/Hotel_High]

| try and gauge when the machines might be paying out..had some luck
on a Sunday afternoon...almost every machine | played paid well....so, of
course, tried the next few Sundays. Don't usually go back to a venue right
after a big jackpot has gone off as | think the machines are filling up. Have
tried some early mornings hoping that the machines might be flush from
the night before. [Pub/Hotel_High]
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5.3.3 Gambling loyalty programs — membership

This next section discusses various issues around loyalty program membership — how
long participants have been members; why they joined the LP; how they found out
about it; how they actually signed up; and whether they compared loyalty programs
before joining.

Length of membership - summary

e Club members tended to have been loyalty program members longer than
pub/hotel or casino members.

* Problem gamblers tended to have been LP members for LESS time than
lower-risk gamblers

* Lower risk casino participants provided the greatest variety of reasons for
joining.

* None of the Club_Low patrticipants mentioned getting points for gambling
as a reason for joining the LP.

Club members tended to have been loyalty program members longer than
pub/hotel or casino members.

Of those patrticipants who responded to the question about how long they had been a
loyalty program member at their respective casino, club, or pub/hotel, club members on
average had held their membership the longest — 10.8 years on average, versus 7.0
and 7.8 years for casino members and pub/hotel members, respectively. This result
may be due to the fact that general club membership often automatically included
membership to the gambling loyalty program.

Participants who were loyalty program members at more than one venue were asked
about the venue where they had been a member the longest. For example, if a
participant in the pub/hotel discussion group held loyalty program memberships at two
pubs/hotels, two clubs, and one casino, they were asked to discuss whichever
pub/hotel they had held membership the longest.

Average length of membership by venue type:

e Casino: 7.0 years
* Club: 10.8 years
* Pub/Hotel: 7.8 years
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Problem gamblers tended to have been LP members for LESS time than lower-
risk gamblers

Participants who reported a PGSI score that places them in the low or moderate risk

categories had generally held their loyalty program membership longer (10.1 years on
average) than those categorised as problem gamblers (6.9 years). This outcome may
be explained in part by the fact that younger people tend to have higher PGSI scores.

Average length of membership by level of gambling risk: Problem gamblers: 6.9
years; Lower-risk gamblers: 10.1 years

Reasons for joining loyalty program - summary

* Club members often joined the loyalty program because it came
automatically with their general club membership; other participants
provided a variety of reasons for joining the LP.

* None of the Club_Low patrticipants mentioned getting points for gambling
as a reason for joining the LP.

* Pub/Hotel_High participants said they were clearly encouraged and
expected to join the loyalty program.

* A number of the Pub/Hotel participants said they were told that anyone
who lived within a certain distance of the pub or hotel had to join the loyalty
program if they wanted to gamble.

Club members often joined the loyalty program because it came automatically
with their general club membership; other participants provided a variety of
reasons for joining the LP.

Club participants were overwhelmingly likely to say the loyalty program membership
came automatically along with their membership to the club.

In all cases the programs came automatically with new membership of the
club so this really was a non-issue. [Club_Low]

As a club member you automatically become a member. | joined the club
for a number of reasons including social activities and other special days.
| have a lot of loyalty cards from restaurants to shopping but | prefer my
club one above all. [Club_Low]
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None of the Club_Low participants mentioned getting points for gambling as a
reason for joining the LP.

It appeared that most of these participants were not particularly interested in the LP; it
simply came along with the club membership.

Pub/Hotel High participants said they were clearly encouraged and expected to
join the loyalty program.

Many of these participants did not know anything about the loyalty program prior to
being approached by staff. Staff often filled out all of the forms for them. Since
membership was free, most participants said they thought they might as well go ahead
and join. A number of these participants clearly felt they should ‘get something back for
all the money | spend’ and wanted points for more pokies.

| joined because | was encouraged to by the staff at the gaming lounges. |
didn't know anything about them prior to that. The staff had the forms to
fill out and did everything for you so it was no hassle to join and there
were rewards promised for points accrued and, as | was spending so
much money there, it seemed like a good idea to try and get something in
return. [Pub/Hotel_High]

A number of the Pub/Hotel participants said that they joined the loyalty program
because they were told that anyone who lived within a certain distance of the
pub or hotel had to join the loyalty program if they wanted to gamble.

| found out about it [requirement to join] when | entered the hotel and they
asked where | lived. The program did not cost anything so it was a "no-
brainer" to join. [Pub/Hotel_Low]

| probably had to join up as | lived within a certain distance of the hotel.
[Pub/Hotel_High]

[Said] if lived close needed to join. [Pub/Hotel]
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The top five reasons on each board for joining the LP are presented below, in
descending order of frequency of mention. Those in bold indicate that a large
percentage of participants provided this reason.
Table 5.6: Top five reasons for joining LP by venue and gambler type
Casinos Clubs Pubs/Hotels
High Low High Low High Low
Points/free . Comes free Comes free
Discounts on . . Was
bets upon . with with .
0inin meals/drinks membershi membershi Points offered/sugges
J 9 P P ted by staff
Free/ Points/money B Y . Rewardf n
. ; Free stuff” in Discounts on general/’get free
discounted/ for gambling / . . .
closer parkin free pla general meals/drinks something stuff/benefits/re
P 9 Pay back” wards
Cheaper . Free/ Points for Free . Prizes/prize
. discounted . stuff/rewards in Because free
meals/drinks ) gambling draws/raffle
parking general
Free stuff in Free to join Dlscount§ on Cash Because free
general meals/drinks
Required if live .
close by / to Free stuffin Required if live came Wlth
. membership
play in poker general close by
comps

How found out about loyalty program - summary

e Club participants mostly only found out about the LP once they had
joined the club.

* Pub/hotel and casino participants were often approached by staff about
joining.

e Casino participants sometime saw advertising in the venue.
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Club participants mostly only found out about the LP once they had joined the
club; pub/hotel and casino participants were often approached by staff about
joining; Casino participants sometime saw advertising in the venue

Although asked, few participants specified how they found out about the loyalty
program. Many club participants said the loyalty program was an automatic part of their
club membership and only found out about it once they had joined the club.

Casino and Pub/Hotel participants who discussed this issue mentioned a variety of
ways they found out about the loyalty program. The most common were signs or other
advertising at the venue (mentioned mostly by casino LPMs) and staff at the venue
approaching them and telling them about the LP. Below are the most frequently
mentioned reasons given, with those in bold particularly common.

* Signs/advertising in the venue (mostly casinos)
» Staff approached them
* Word of mouth / friend

* Required if lived nearby (pubs/hotels)

| probably had to join up as | lived within a certain distance of the hotel. |
found out about it when | entered the hotel and they asked where | lived.
[Pub/Hotel _Low]

How joined loyalty program - summary

* Club participants were signed up automatically when they joined the club.

* Pub/hotel and casino participants usually filled out forms at the venue.

Most casino and pub/hotel participants appear to have signed up at the venue.

Few participants discussed how they signed up. Of those who did, club participants
said they were sighed up to the LP automatically as part of their general club
membership. Casino and pub/hotel participants who answered this question
overwhelmingly said they filled out forms at the venue.

On the way out | enquired about membership. | was signed up on the spot
and got a card straight away. [Casino_High]
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Comparing loyalty programs - summary

Participants did not compare loyalty programs before they joined.

Reasons for not comparing included that they are free so they may as well
join all of them and they see little difference among different LPs.

Participants did not compare loyalty programs before they joined.

Unlike findings from the U.S. literature that gamblers often compared programs to get
the best deal, none of the participants in the discussion boards who answered this
guestion compared loyalty programs prior to joining. Indeed, they seemed surprised by
the question.

Reasons for not comparing included:

LPs were free so they might as well join all of them

They do not see much difference among the various LPs
They only go to the one venue

They don’t choose where to play based on the loyalty program

No other close-by venues have LPs
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5.3.4 Gambling loyalty programs — the program

This section discusses the specifics of participants’ loyalty programs, including how
they accumulate points, types of rewards including both tangential and non-tangential
rewards, whether their program has tiers, and whether they received points or rewards
immediately upon joining the LP.

How the program works - summary

* Most LPs involved a membership card that one swiped at the machines and
sometimes upon entry and when purchasing drinks and meals.

* Clubs generally offered the most options regarding how one could
accumulate points.

* Several participants mentioned that they did not really understand how their
LP worked.

Most LPs involved a membership card that one swiped at the machines and
sometimes upon entry and when purchasing drinks and meals.

Almost all of the loyalty programs discussed involved accumulating credits or points on
a card based on how much money one spent — on the pokies or other gambling
products, and also sometimes on meals, drinks etc. Many programs also involved
swiping one’s membership card upon entry to the venue, thus receiving points for each
visit. In some cases, this also allowed one to enter prize draws.

Points are accumulated on your Members Card which is inserted in the
poker machine you are playing. The more you pump the machine, the
more points you accumulate, which sounds like a win for the club, and a
loss for the player. Once you have reached a certain amount of points,
you insert your ULTIMS8 card into one of the several Transfer Kiosks
scattered around the club, enter your security info, and the dollar value is
added to your Eftpos card. [Casino_High]

[The points] accumulate depending how much | spend and or time spent
in the actual gaming area [Casino_Low]

The other thing the local clubs do is on a specific night every week they
have a prizes for people playing the pokies. Tickets are won by having
members card in the pokies as you are playing them. Names are pulled
out of a barrel; you then go up and get two chances on a pokie style
machine that if you line up 3 diamonds you get to pick a prize from the
prize pool, i.e. toaster, breville, perfumes , soaps towels .... prizes like that
[Club_High]
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With some LPs, one receives points for gambling but discounts rather than points for
things like drinks and meals.

| get an automatic discount on all meals just by being a member
[Club_Low]

Clubs generally offered the most options regarding how one could accumulate
points.

Club LPs seemed to offer more options regarding how to accumulate points (i.e. not
only from gambling), including in some cases the ability to receive points from activities
outside of the venue (e.g. at the local golf club). One club participant said you could
pay the loyalty program membership fee with points. At the casino gaming tables,
points often accumulated based on time spent at the table as well as money spent.

The following is an unusual type of LP in which one does not accumulate points with a
card:

My loyalty program has no points, cards or any other besides, information
sent out to me, they do however give us money in exchange of any notes
we exchange for coins, we have a set of 4 coupons to collect weekly for 4
weeks straight, | guess it's to make us go there even more but regular
customers are not able to collect, you have to be a member.
[Pub/hotel_High]

Several participants mentioned that they did not really understand how their LP
worked.

Unprompted, a number of participants admitted they didn't understand the point system
and exactly how much time or money you had to spend for how many points.

All cards accumulate points based on how much you spend but | can't
remember dollar value to points. [Casino_Low]

The more you spend the more you get. | haven't studied the nitty gritty of
the program. [Casino_Low]

The following is from one of the few participants who had attempted to work out how
much one needed to spend to accrue how many points:

I think | did a rough calculation and worked out that | have to play about
$200 through the meter to accrue 50 points/$5 credit. [Pub/hotel_High]
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Whether the LP has tiers — summary

* Casino LPs almost always had tiers but club and pub/hotel LPs usually did
not.

* One could generally be demoted a tier if spending was not maintained at a
certain level and within a certain period of time

Casino LPs almost always had tiers but club and pub/hotel LPs usually did not.

Almost all casino participants said their loyalty program had tiers, whereas tiers were
much less common in the club programs and almost non-existent in the pub/hotel
programs.

Of participants who answered the question, the following percentages said their LP has
tiers:

e Casinos: 95%
e Clubs: 32%
e Pub/hotels: 10%

Most programs with tiers require that one continue to accrue points at a
particular rate or level to avoid being demoted to a lower tier, and point
accumulation often had time limits (e.g. only counted for a certain period of time
towards your tier level).

Each three months you have to earn 25 points to retain your membership
level [Casino_Low]

If you don't sustain that amount of spending for 3 months you drop back,
all points expire in October and then you have to start again
[Casino_High]

Points get reset every three months. So you have to spend a lot in a short
period of time and consistently. [Casino_High]
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Rewards - summary

* Participants preferred rewards they could use; in particular free/discounted
parking and meals and drinks

* A majority of participants said they did not value very highly the rewards
they receive.

* Lower-risk casino participants were the most enthusiastic about the rewards,
and lower-risk club participants, the least.

* Problem gambler participants in particular often realised that the rewards
they receive from their LP are worth far less than the money they spend on
gambling.

Participants not surprisingly liked most the rewards they could use; in particular
they mentioned free or discounted parking and discounted meals/drinks as
rewards they particularly valued

When | do go | do use my cards | will often go to a club for a meal and not
play if they offer meal discounts. [Club_Low]

Loyalty programs are great for meals, drinks and entertainment.
[Club_Low]

Several participants discussed their dislike of prize draws because they required one to
actually be at the venue to collect the prize.

| find the member’s draws the least valuable, as | am rarely in the club
when they are drawn, as | work nights. [Club_High]

At one pub/hotel the reward for point accumulation was cash.

Clubs generally offered a wider variety of rewards and rewards located outside the
venue. For example, fuel and supermarket vouchers were quite popular.
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A majority of participants said they did not value very highly the rewards they
receive.

Club_Low participants in particularly did not rate the rewards they received from their
LP very highly, with almost three-quarters (72%) saying the rewards were not very or
not at all valuable. This is in contrast to lower-risk casino participants, 61% of whom
said they were either very or quite valuable.

Pub/Hotel participants were the most interesting — they reported average levels of
how highly they value the rewards from their LP yet it appears pub/hotel LPs offer the
least to their members. This result may be explained by the particular affinity and
loyalty many pub/hotel members (as well as club members) express towards the
venue.

Table 5.7: How much value LP rewards

Pub/Hotel Pub/Hote Club Casino Casino_
Low | High Low Low High

Base: All participants -_— s = |
(n=32) (n=23) (n=39) (n=36) (n=20)

How much' do you value the rewards you % % % % %
receive from your loyalty program?

Very/quite valuable 34 43 26 61 40

Not very/not at all valuable 59 57 72 36 60

Don't know/NA 6 0 3 3 0

Note: Total may not add to 100 due to rounding

Problem gambler participants in particular often realised that the rewards they
receive from their LP are worth far less than the money they spend on gambling.

Unprompted, several participants mentioned that they felt the LPs were “a bit of a
scam”, with the amount of money put in worth much more than the rewards.

When you work out just how much you have to spend/turnover on pokie
machines, the vouchers are really not that great a reward, but they fool us
into thinking we're getting something back. A few years ago, a lot of pubs
had a "prize cabinet", where you could swap your points for items that
appealed to you. But you always seemed to need an enormous amount of
point for even the tiniest or least useful item. [Pub/hotel_High]

| don't like the casino dollars reward system cause it's based on the more
money you spend so it's really not beneficial in the long run cause you are
still just wasting your money. [Casino_High]

It's just a gimmick to make us the "gamblers" believe we are getting
something in return -- whether it be a "win" on the pokies or the points
slowly going up [Pub/hotel_High]
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These promotions annoy me. It would be nice to be able to win something
without having to go back on another night & spend more money in the
hope of winning the big prize [Club_High]

Participants were asked if, in addition to tangible rewards such as points and
merchandise, they received other, non-tangible rewards from their loyalty program
membership, such as special treatment by staff.

Non-tangential rewards (i.e. special treatment) — summary

* Club and pub/hotel participants generally did not feel that members were
treated better than non-members.

* Some felt any difference was due to being a ‘regular’ or not, or perhaps a
heavier gambler.

* Casino participants discussed different treatment based on tier level or
‘high-rollers’ vs. others

Club and pub/hotel participants generally did not feel that members were treated
better than non-members.

| find there is no difference. If the staff like you, they tend to treat you
better, member or not. [Club_High]

Yes | do think it is better to be a member as you get cheaper food and
drinks and have use of the courtesy bus and you don't have to sign into
the club [but service isn’t any different]. [Club_High]

Several of these participants felt any difference in treatment was due to being a
“regular” or not, or perhaps being a heavier gambler.

The only difference in service | have noticed is that regular players get to
know the staff and therefore might get given free drinks but | don't think
that is dependent on being a loyalty program member, just a regular
attender at the venue. [Pub/hotel_High]

| notice the big gamblers do get waited on more than the average punter
say but as to members vs non-members | don’t see any difference
[Club_High]
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Casino participants, however, tended to notice both better rewards and better
service, often based more on tier level or whether one was a “high-roller” or not,
rather than whether one was a LP member or not.

The higher the level the better the service but you have to spend a heap
to move up levels. [Casino_Low]

They get access to special areas of the casino, access to special offers,
and | think they get priority positions for bookings and stuff. [Casino_Low]

The following participant at first said he saw no difference, but then mentioned a
difference:

No I don't see any difference in treatment and would not know how the
high rollers get treated.... People with higher cards at the casino seem to
be able to jump the queue for meals etc.... [Casino_Low]

Whether got rewards immediately upon joining the LP - summary

* Most casino participants said they received immediate rewards.

* Fewer pub/hotel and club LPs offered immediate rewards.

A majority of casino participants said they received rewards upon signing, but
lower percentages of pub/hotel and club participants said they received
immediate rewards

Percentage of participants who answered the question who said they received rewards
immediately upon joining the LP:

e Casinos: 70%
e Clubs: 33% (10% didn’t know)
* Pub/hotels: 43% (one person didn't know)

These rewards were mostly points (casino and pub/hotel participants) or other small
rewards (clubs — e.g. a free beer).
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5.3.5 Gambling loyalty programs - promotion and communication

The following section discusses how and the extent to which the loyalty programs were
promoted, included on venue websites, and whether the venues regularly
communicated with members regarding the LP. Also included is a discussion of
promotion of responsible gambling messages by the venue.

Communications regarding LP - summary

* LP communications ranged widely from non-existent to extensive.
e Casinos provide the most communications.

* Clubs provide a lot of information at the venue and via regular
newsletters.

* Pubs/hotels mostly communicate in person (by staff with patrons at the
venue)

* Much of the ongoing communications are sent via regular mail.

* Most people across venues seemed annoyed they don'’t receive more
communications. Few felt they received too much communication from
venues.

Participants said that information provided at the venue regarding the loyalty program
and on-going communications regarding the loyalty program ranged from non-existent
to extensive.

Casinos seemed to provide the most communications. Clubs provided a lot of the
information at the venue. Much of the information is sent out via regular mail but rarely
via text messages. Newsletters are popular at the clubs and vouchers are common at
the pubs/hotels, although all venues provide many of the same types of
communications.
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Some participants insisted that no or very little information was available about
the loyalty program.

I can't recall any information at the venue at all. [Pub/hotel_Low]

All I see is points accumulate on the pokie machine... no information is
displayed about how the loyalty program works and it is kept mysterious
and elusive so | feel manipulated and exploited. [Casino_High]

I've never seen any information at the club for my rewards membership
and can't recall being given any when | joined the club. As for me I've just
learnt how to use it myself. [Club_High]

VERY little information about exactly how the points are accrued or what
the rewards actually are. When | checked the Club's website earlier this
week to get information | found that there is nothing on the web only that
there is a brochure available from the club. The person giving the
information is the staff member doing the membership. | don't even think
they say anything if you are renewing, you only get info if you are joining.
[Club_Low]

One participant who hadn’t previously noticed any information realised there was once
he looked.

[I] never really noticed until | started this discussion. I've now noticed
signs on the wall or the machines outlining the next big promo & how to
enter. [Club_Low]
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This reported lack of communications by some participants contrasted with
other participants who provided a long list of ways the venue communicates
about its LP. These included:

* booklets/leaflets/pamphlets/posters/noticeboards

» ask the staff/staff tell you about it

* info packet when sign up

* kiosks/computer stations

* newsletters/letter/email/text messages

* Info desks (casinos)/ service desk dedicated to LP/customer service desks
* promoted over PA system

* when insert card

* specific TV channel (casinos)

* website

* advertisements at restaurant/when buy food or drinks

* local newspaper

There are usually poster and signs advising of awards and competitions
around the club, and a swipe machine for members to enter. | also get a
monthly newsletter by email. [Club_High]

There is a regular newsletter that outlines club activities including rewards
updates and the terminal in the foyer where | can check my points. There
is also a staff member on hand at all times to help with any questions that
might arise. [Club_High]
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Several participants who belong to LPs at both casinos and pubs/hotels reported
seeing much more advertising of the LP at casinos as compared with the
pub/hotel.

There is absolutely no information at the local pub about any loyalty
program; | don't think the staff really care about it one way or the other.
The casino is a different story; there are booths and people all over the
place giving out information. [Pub/hotel_Low]

Limited information regarding the loyalty program is provided at the hotel
venue and | had to ask staff members about particular aspects of the
program. I'm still finding out about benefits through staff members letting
me know now and I've been a part of the program for at least a year now.
Information is not freely provided other than a couple of signs around the
venue with the name of the program. They rely on the staff to join people
up and inform patrons of what's involved. The loyalty program at the
casino I'm apart of is much better regarding information provided. There
is information provided on the website, they have staff members walking
around the facility signing people up and informing them of how it works
as well as flyers and brochures that are handed out to help patrons
understand how in fact the loyalty program works.

Amount of on-going communication regarding the LP also appears to vary
widely — from none at all to one a week or more.

For example, compare the two responses below, each by problem gamblers who are
members of club LPs:

| receive nothing via email, text or phone from the two I’'m a member of. |
think | would need to seek out the information myself if | wanted it.
[Club_PG]

There is a monthly newsletter showing all the activities and promotions
mailed to members. Included in the booklet is a list of the reward levels
which indicates the benefits available to each level. Each month there is
an email advising activities at the club. Twice each year there is a posted
notification advising the member's assessed level in the loyalty program
for the next six months. Intermittent notifications of promotions are sent
out at random times during the year. [Club_PG]
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Most of the ongoing communication appears to be via regular mail. Almost no
participants mentioned SMS messages.

A Bi-Monthly news magazine is mailed to all members which contains
news on up and coming events, current promotions and a small section
on the ULTIMS8 rewards program. [Casino_ High]

[1] get information about what is happening and what is going on in the
post. [Casino_Low]

Most people across venues seemed annoyed they don’t receive more
communications. Few felt they received too many communications.

I got a card and a brochure and a quick rundown on how it works. Since
then | am lucky to receive something by mail quarterly and a letter every
February for my birthday

The following participant wished the LP program were more similar to a LP like
FlyBuys:

But compare that to say Fly Buys, | get a regular newsletter telling me my
balance, suggestions on what | can redeem my current points balance for
and ways to increase my points buying certain products or services.

Regarding ongoing communication about the loyalty program, it appears
casinos do this most; clubs tend to send out monthly newsletters; pubs/hotels
mostly seem to communication in person/verbally when staff speak with patrons.

| received verbal information about the basics of the loyalty program and
on subsequent visits found out more and more benefits of the program.
No flyers were provided, limited information available and a very pointless
website. The staff members at the venue have been terrific in letting me
know how things work and what | can get discounts on etc. [Pub/hotel_
High]
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Account information - summary

* Most LPs provide information on points accumulated but few provide
information on money or time spent gambling.

*  Where this information was available, it was generally up to the patron to
access it, rather than being automatically provided.

* Several of the problem gamblers said they did not want to know how
much money or time they spent gambling and a few said they would be
very unhappy if they knew the venue knew how much they spent.

* Some participants did not believe that the venue kept track of such
information.

* Others, however, said being provided with information on money and/or
time spent, both per occasional and, particularly, cumulatively, would be
helpful in assisting them to regulate their gambling behaviour.

Most LPs provide information on points accumulated but few provide
information on money or time spent gambling.

The computer system at [XXX casino] tells you how many points you
have made for the day and differentiates between food and pokie points.
But only on that day. You can print out an activity statement which tells
you how much you have lost or won. However it is confusing and | doubt
its accuracy. [Casino_ High]

| have never seen a report on expenditure on the card and | am not sure if
there is such a report available. [Club_ High]

The card has points balance each time you enter club or put in pokie
machine. Nothing else. Have to monitor myself on what | am spending.
[Club_Low]

Not one program in which | have been involved has monitored my
turnover and if they have then that information has not been made
available to me. | firmly believe it should be. The only information
accessible to the players in programs is the points earned by the turnover.
[Pub/hotel_ High]

They have an automated machine where you can just hold your card
against it to sign in as you arrive. This machine also gives you a balance
of your points, but it doesn't tell me what | have spent. [Club_ High]
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Where this information was available, it was generally up to the patron to access
it, rather than being automatically provided.

You can ask the club to inform you how much you have spent at the club,
be it via - Pokie usage Food or Drink purchases This is an unknown fact
and there is paperwork to be filled in to request this information.
[Pub/hotel_Low]

| can request a printout of what I've spent, otherwise it's up to me to
remember how much I've spent. [Club_Low]

There is a few machines around the casino where you swipe your card

and it gives you info on how much spent and rewards earned etc.
[Casino_Low]

Only one participant said they automatically received this kind of information.

| get an annual statement that tells me how much | have spent (which is
usually quite a confronting experience | can tell you). [Pub/hotel_ High]

Several of the problem gamblers said they did not want to know how much
money or time they spent gambling.

If you wanted to know your history on the account, winnings, spending
etc., this is available on your account when logged in. No, | try not to
make myself hate me more for losing so much. [Casino_ High]

| have never received a statement and | don't know if | can request it.
Quite frankly I'm not sure | want to know. [Club_ High]

| have no interest in being told how much | have spent on the pokies.
[Club_PG]

Some participants did not believe that the venue kept track of such information.

| am not aware that the club would monitor each member's spending.
[Club_PG]

| also don't think I'd like to know my spending habits nor would | want
others to know; I'd hope the club wouldn't keep track of my spending
without my knowledge and that they only kept a record of points earned
without a record of how.



Gambling Research Australia: The Role of Loyalty Programs in Gambling 125

Others, however, said being provided with information on money and/or time
spent, both per occasional and, particularly, cumulatively, would be helpful in
assisting them to regulate their gambling behaviour.

I do not monitor my turnover on poker machines and | am confident that
should that information be available to me then | would reduce my
exposure to such losses. [Pub/hotel_ High]

| think it would be good if the programs did in fact include a visual
notification of exactly how much real money you have spent, it might just
be enough to shock some people enough to cut back or cut out their
pokie activities - but | guess that is exactly why you don't see that
information. [Pub/hotel_ High]

Responsible gambling messages - summary

* Participants were aware of responsible gambling messages and stated they
were visible throughout the venue.

* Some participants felt such messages are merely a token gesture by the
venue.

* Other participants believe that such messages will have little impact because
problem gamblers have to be ready to change. This sentiment was
expressed by both problem and non-problem gamblers.

Almost all discussion board participants were aware of responsible gambling messages
(RGMs) at the venue. Many reported that such information was visible all over venue —
in the toilets and on posters and machines. Most were sceptical that they have much
impact. Some stated that such messages were merely a token gesture by the venue.
Others believed that people have to be ready to change, a view ascribed to by some of
the problem gamblers.
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Participants were aware of responsible gambling messages and stated they were
visible throughout the venue.

There is always info everywhere; it's in reception, a poster on top of the
ATM, in the toilets, at the cashier, everywhere you look it's there.
[Casino_ High]

| can clearly recall posters within the venue in various places and notices
on poker machines. [Pub/hotel_Low]

There was mention of responsible gambling on the pamphlet about the
loyalty program. The venue | attend has notices regarding responsible
gambling at the cashier booth and the toilet doors and scattered on the
wall in a few places. [Pub/hotel_Low]

Some participants felt such messages are merely a token gesture by the venue.

| can't remember if it was stated in the info pack. There are messages in
the Rest Rooms but usually in small writing which appears to be a token
gesture. [Casino_ High]

One participant suggested an alternative:

| would rather see an independent support person located in every club,
for as long as the club is open, who will communicate, refer, support
anyone, wishing to stop playing pokies. The expense of which could
easily be afforded by the club from gaming revenue. | think the demand
would be enormous. [Club_ High]

Other participants believe that such messages will have little impact because
problem gamblers have to be ready to change. This sentiment was expressed by
both problem and non-problem gamblers.

I would be extremely reluctant to seek help, even though | believe | am
potentially addictive to gambling. | must also admit that even if | am not
prepared to admit that | have a problem, | would benefit from some
guidance. [Pub/hotel_ High]

| didn't read it too closely - that would be admitting it applied to me. [Club_
High]
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Role of venue website in promoting LP - summary

* Most board participants either thought the venue did not have a website with
information about the LP or were unsure.

* A majority of casino participants, however, either said it did or assumed it
did, as did a majority of problem gambler club participants.

* Most participants who had been to the venue website said the website
contained little information about the LP.

Most participants did not know whether the venue had a website with information about
the LP but casino participants in particular assumed it did. Few had looked at the
website and those who did mainly did so to see about upcoming events or
entertainment. Almost none went on the website to search for information regarding the
LP.

Most board participants either thought the venue did not have a website with
information about the LP or were unsure. A majority of casino participants,
however, either said it did or assumed it did, as did a majority of problem
gambler club participants.

Casino participants were most likely to say that the casino had a website that included
information about the LP; in addition, one in five casino problem gambler participants
thought it probably did. About half of club participants replied in the affirmative. Just
one-quarter of pub/hotel participants said the venue had a website with loyalty program
information, with approximately two-thirds unsure.

Table 5.8: Knowledge of LP on venue websites

Webs%i ':lADS i Weilr)]?g%:"pro PROVg:kgslit\? HES Not sure
info on LP

% % % %

Casino_High 60 10 20 10
Casino_Low 63 38

Club_High 59 7 7 26

Club_Low 41 30 30

Put/hotel_High 24 10 67

Pub/hotel_Low 24 15 61

Note: Total may not add to 100 due to rounding

Those who had looked at the venue website did so mainly to get information about
upcoming events rather than anything to do with the loyalty program.

127



Gambling Research Australia: The Role of Loyalty Programs in Gambling 128

Most participants who had been to the venue website said the website contained
little information about the LP.

Much of the venue’s websites has some basic information on the rewards
programs but no detail about what specific benefits are available and
what applies to each tier. [Club_Low]

There is a website that the hotel with pokies exist, but majority of the
information is based on the restaurant, hotel & bar that's within the same
hotel, however, there is nothing mentioned about becoming a member or
nothing whatsoever about gambling, it's just a small mention of pokies in
the hotel, that's it.[Pub/hotel_ High]

The only gambling message is "club XXXX supports responsible
gambling” [Club_ High]

Subsequent to being asked the question, several participants then looked at the venue
website to see what information it contained.

The first time | have ever visited the website was just on the last question
to find out about a few things so | could answer the question well. - It
includes info about the different types of memberships, what the benefits
are, and how you can qualify. Also it's got a sign up online section. - |
assume it does provide your account details when you login so you can
find out how many points you have. - | didn't really notice anything. |
assume there would be something about gambling responsibly.
[Casino_Low]

Never checked but will now, well now | know | actually had to give them a
password when | signed up to access their website. They tell u how many
points u need to earn a higher ranking card. [Pub/hotel_Low]
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5.3.6 Gambling loyalty programs — attitudes towards own LP

This section discusses how participants feel about their LP — whether they are satisfied
with them and what they felt might be done to improve them.

Level of satisfaction with LP - summary

* A majority of participants were very or quite satisfied with their LP.
* Pub/hotel problem gamblers, however, were less satisfied.
* Many participants felt rewards could be improved.

* Two or three club and pub/hotel participants mentioned the contribution to
the local community from their participation in the LP

A majority of participants were very or quite satisfied with their LP. Pub/hotel
problem gamblers, however, were less satisfied.

Satisfaction and value do not necessarily go together (refer the table below). Club_Low
were low on value but reasonably high on satisfaction; pub/hotel_ High were relatively
high on value but low on satisfaction. The club result may be because LP membership
is almost always free and people seem to feel particular loyalty towards clubs. High
less satisfied than Low.

Table 5.9: Satisfaction with loyalty program

Pub/Hotel Pub/Hotel_ Club Casino
Low High Low Low

Base: All participants

(n=32) (n=23) (n=39) (n=36)

How satisfied are you with this % % % % %
loyalty program?

Very/quite satisfied 63 35 54 64 50

Not very/not at all satisfied 31 65 41 28 50

Don't know/NA 6 0 5 8 0

Note: Total may not add to 100 due to rounding
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Many participants felt rewards could be improved.

| suppose | feel a little more positive about playing there because of the
loyalty card but | wouldn't say they are great value. [Pub/hotel_ High]

| think the return should be greater. The small discount & return that you
receive is nowhere near enough. [Club_ High]

The reward program is getting harder to feel rewarded. Previously, we'd
swipe our card and get a free member’s draw entry each day that we
visited the venue, now entry is based minimum $30 spend into machine.
Cards were free, now there's a cost to replace lost cards and there's talk
of a yearly fee. Points could be added or corrected manually by the
gaming manager, now no changes are considered possible. Members
had a number of small prize draw lotteries, now it's one big draw about
every three months. [Pub/hotel_ High]

I don't think the Casino offers enough incentive for the small gambler
[Casino_Low]

Two or three club and pub/hotel participants mentioned the contribution to the
local community from their participation in the LP

| think the rewards programme helps you feel part of a local community in
a local pub or RSL. With [XXX] casino, there's no community, Knowing
the money | spend mostly stays local is great for me and actually feels
like a donation to local causes when | play. [Pub/hotel_Low]

Value for money — summary

* Unprompted, participants generally seemed to recognise that rewards
aren't really ‘free’ and that they end up costing much more than if you
just bought them.
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Unprompted, participants generally seemed to recognise that rewards aren’t
really “free” and that they end up costing much more than if you just bought
them.

When you work out just how much you have to spend/turnover on pokies
machines, the vouchers are really not that great a reward, but they fool us
into thinking we're getting something back. A few years ago, a lot of pubs
had a "prize cabinet", where you could swap your points for items that
appealed to you. But you always seemed to need an enormous amount of
point for even the tiniest or least useful item. [Pub/hotel High]

| really find that they are really all a bit of a rip off because you
have to spend heaps of money to get points [Pub/hotel_Low]

You have to spend a fortune to actually win any points in the first place
and then you don't get much back in rewards. [Casino_ High]

You need to spend a lot on the pokies for the points to accumulate and
yes | play more than | should to get the points. Sometimes | think it would
be cheaper if | just paid full price for my meals and drinks. [Club_ High]

Even this participant, for example, put “for free” in quotation marks:

Anything 'for free' is good. [Pub/hotel_Low]

Ideal LP — summary

* Participants provided a variety of suggestions for an ideal LP, some of
which are commonly offered and some of which are not.

* Little mention was made of venue atmosphere or patron treatment, despite
these issues figuring prominently in a prior discussion regarding choice of
venue

* Club participants seemed to know less about LPs and had fewer ideas
about what an ideal program might look like, presumably because many
were signed up automatically with their general membership.
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Participants were asked to describe their ideal loyalty program. Most common
mentions included:

* Free or discounted meals and drinks
¢ Free or discounted accommodation
* Free parking

* Cash back or a percentage of amount spent gambling given back, particularly
in real time so would receive the reward on the spot

* Not having to be present to win prize draws (clubs)

* Ability to use rewards/points across anything in the venue and also outside the
venue

* Points for years of membership (loyalty) (clubs)

Interesting is that almost no one in response to this question mentioned venue
atmosphere or how they are treated, yet when participants were asked what they
liked about their preferred venue, these were the types of issues most prominently
mentioned.

The following was an exception:

There would be a level of personal attention you would get if you were at
the top level of the loyalty program (better parking options, being
recognised by name, cash draws that you were more likely to get the
higher your loyalty level etc. [Pub/hotel_ High]

Club participants seemed to know less about LPs and had fewer ideas about
what an ideal program might look like. This may be due to the fact that many were
signed up automatically as part of their general club membership.

Although previously participants had said they did not compare loyalty programs when
deciding which to choose,
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5.3.7 Gambling loyalty programs —gambling behaviours

This section presents the results of discussions around how being a member of a
gambling loyalty program may or may not influence gambling behaviours, including the
extent to which they make use of their LPs, and the perceived influence of LP on
choice of venue, and time and money spent gambling. These findings are central to
helping us answer some of the key research questions posed by this study.

When asked directly about impact of LPM on gambling behaviours, the overwhelming
majority of participants, whether problem gamblers or lower risk gamblers, insisted that
their LP did not affect their gambling behaviour. However, it was clear from the
language used by participants that in most cases they understood “impact” to mean
“determined”. In other words, most participants interpreted the questions as asking
whether their LPM directly determined their choice of venue or the amount of money
they spent, as opposed to contributing to these decisions even if indirectly. Any
influence of LPs, however, is likely less direct and more subconscious, as evidenced by
other comments acknowledging that perhaps they ended up at a venue, or spent more
time or money gambling than they had planned, in part to accumulate more points or to
try to get a particular reward.

Extent to which use LP card/membership — summary

* Most participants made use of their membership every time they visited
the venue.

* A minority said they sometimes or often forgot.

* Almost all, however, included the caveat that using their membership card
had no impact on their gambling behaviour.

Most participants made use of their membership every time they visited the
venue — often this consisted of inserting their card into machines or some other device.

| use my membership card each time | visit [Club_Low]

| have a loyalty card for one pokie venue that | go to and always use it
when I'm there. [Pub/Hotel_ High]

I will use my loyalty card every time | go to the club. [Club_ High]
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A minority said they sometimes or often forgot.

| forget sometimes to insert my card so you can say it doesn't make a
difference to me. [Casino_ High]

Sometimes | won't use my card because | forget it's in the machine and |
get fed up with "remembering" which machine 1 left it in. [Pub/Hotel_Low]

| always use my loyalty/membership card at the RSL. | seem to forget to
take my casino loyalty card with me because most times | will go with
friends and it is spur of the moment. [Casino_Low]

Almost all, however, included the caveat that using their membership card had
no impact on their gambling behaviour.

Every time | play pokies at the casino | swipe my card so | gather points
and rewards. It doesn't encourage me one way or another. [Casino_ High]

| use my member ship card each time | visit but the card does not
encourage me to visit more or spend more on the pokies. [Club_Low]

| use it where ever | have one but it doesn’t encourage me to visit or play
pokies. [Pub/Hotel_High]

I will use my loyalty card every time | go to the club, but having this card

does not entice me to play the pokies. | do not care if venue has a loyalty
program or not. [Club_ High]

LP and influence on choice of venue - summary

* A majority of participants who responded to this question claimed that
their LP did not influence their choice of gambling venue.

* A minority, however, admitted that it did.

» If another (nearby) venue offered a better LP, significant percentages of
participants said they might switch venues.

There was a great variety of opinion regarding whether the venue having a LP or not
affects whether or the extent to which they visit that venue.
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A majority of participants who responded to this question claimed that their LP
did not influence their choice of gambling venue.

| swipe my card every time | go there. | don't think it encourages me to
visit anymore as | go to play the pokies and not to swipe my card for a few
reward points. | don't think it encourages me to play more; | play because
I love doing it and a card which | swipe does not make me play. [Casino_
High]

Loyalty programs have no bearing on my decision of where | play pokies.

| join clubs out of convenience for their location. | play the pokies at the
clubs I am a member of because they are close to home. [Club_ High]

A significant minority, however, admitted that it did.

| always put my membership card in the machine & make use of it cause
it comes up with the message "Good luck [name]" & this makes me feel
important & welcome & makes me feel like | might have a better chance
of winning... stupid but it does reinforce my gambling behaviour. | think
these little things do make me play more often cause | feel like | am part
of the club.

It does not encourage me to play but it is a form of enticement to go back
to said venue [Club_ High]
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If another (nearby) venue offered a better LP, significant percentages of
participants said they might switch venues.

This finding illustrates that that LPs may have a greater influence on choice of venue
than participants admit, or perhaps are aware of.

If the other venue was close by, then | would go there occasionally or
even permanently but it has to be close by otherwise | wouldn't bother
going too far. [Club_ High]

I may consider changing to a different venue, it would really depend on
what types of programs to reward their customers they offer.
[Casino_Low]

Overall, problem gamblers at pubs/hotels appear the least “loyal”, with almost two-
thirds (65%) saying they would be very or quite likely to change venues for a better
loyalty program (refer to the table below). Casino respondents were relatively “disloyal”,
but then many pointed out that there were no other casinos nearby, suggesting that
they prefer casinos and would not consider switching to a club or pub/hotel. Club_Low
participants were the most loyal, with just 18 per cent saying they would be very or
quite likely to switch to a venue with a better loyalty program. From the comments
made, it is likely that problem gambler club members would report similar results, given
the emotional tie many club members expressed towards their club.

Many participants, and particularly those at clubs and pubs/hotels, stated that venue
atmosphere and proximity to home or work was more important to them than whether
the venue had a loyalty program or what it provided.

Apart from those who said there was no way they would switch, most admitted if the

program was really great (and perhaps also if close by and had a decent atmosphere),
they would consider switching, or maybe just adding on.

Table 5.10: Likelihood better loyalty program would influence where play pokies

Pub/Hotel Pub/Hotel Club Casino Casino
Low High Low Low High

Base: All participants

(n=32) (n=23) (n=39) (n=36) (n=20)

How likely is it that a better loyalty
program would influence where you % % % % %
go to play the pokies?
Very/quite likely 31 65 18 a4 35
Not very likely/very unlikely 63 30 82 50 65
Don't know/NA 6 4 0 6 0

Note: Total may not add to 100 due to rounding
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LPs and influence on frequency of EGM playing - summary

* Most participants said the LP membership did not affect how often they
visited the venue or played the pokies.

* Problem gamblers were more likely than lower-risk gamblers to say that
their LP membership affected how often they play.

Most participants said their LP membership did not affect how often they played
EGMs.

The loyalty program has no influence on how much | attend the club,
however, | always use my membership card when I'm there. | might as
well get something back for the amount of money | spend in the club.
[Club_ High]

To a certain extent they did influence time/spending but | find my biggest
influence is my mood at the time. | play more and spend more liberally
when | am frustrated with life so | am more of an emotional gambler rather
than one who chases rewards from loyalty programs. [Hotel_ High]

Problem gamblers were more likely than lower-risk gamblers to say that their LP
membership affected how often they play.

Almost one-third (30%) of casino and pub/hotel gamblers reported that their LP
memberships was either very or quite influential on how often they play the pokies.
This compared with between just 8 per cent (lower-risk club participants) and 25 per
cent (lower-risk casino participants) for the lower-risk groups.

Table 5.11: Influence of loyalty program on how often play pokies

Pub/Hotel Pub/Hotel Club Casino Casino
Low High Low Low High

(n=32) (n=23) (n=39) (n=36) (n=20)

Base: All participants

How much influence does your
loyalty program have on how often % % % % %
you play the pokies?
Very/quite influential 13 30 8 25 30
Not very /not at all influential 88 70 92 72 70
Don't know/NA 0 0 0 3 0

Note: Total may not add to 100 due to rounding
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LPs and influence on time spent playing EGMs - summary

* Most participants said their LP membership did not affect how long they
spent playing the pokies.

* In part this is because money and not time was generally the determining
factor.

* Problem gamblers were more likely than lower-risk gamblers to say that their
LP membership affected how long they play.

Participants generally stayed at the venue: (a) until they ran out of money; (b) until they
hit their pre-set money limit; and/or (c) whether they were winning or losing (‘a
lucky/unlucky streak’). Therefore, because they did not think about gambling in terms of
time, but rather money, few believed that their loyalty program influenced them to
spend more time playing the pokies.

Problem gamblers were more likely to agree that there was a connection, with
approximately one-fifth (20-22%) stating that their loyalty program is either very or quite
influential in how long they spend playing the pokies. Very few lower-risk gamblers,
however, reported this connection.

Table 5.12: Influence of loyalty program on time spent playing pokies

Pub/Hotel Pub/Hotel Club Casino Casino
Low High Low Low High

Base: All participants

(n=32) (n=23) (n=39) (n=36) (n=20)

How much influence does your loyalty
program have on how long you spend % % % % %
playing the pokies?
Very/quite influential 0 22 3 8 20
Not very /not at all influential 97 72 97 89 80
Don't know/NA 3 4 0 3 0

Note: Total may not add to 100 due to rounding

LPs influence on money spent playing EGMs - summary

* Most participants said their LP membership did not affect how much money
they spent playing the pokies.

* Problem gamblers were more likely than lower-risk gamblers to say that their
LP membership affected how much money they spent.

As with perceived links between LP and frequency or time spent playing the pokies,
most participants said their loyalty program has either not very much or no influence on
the amount of money they spend gambling.
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Similar to the prior discussion, problem gamblers are more likely than lower-risk
gamblers to report influence.

| find if my card shows | am close to getting a gift voucher | will try to play
until | reach the desired amount on my loyalty card. [Club_ High]

Lower-risk casino participants more likely than the other lower-risk groups to say that
their LP had some influence on the amount of money they spent gambling.

Table 5.13: Influence of loyalty program on money spent playing pokies

Hotel/pub Hotel/pub Club Casino
o Low High Low Low
Base: All participants
(n=32) (n=23) (n=39) (n=36)
How much influence does your loyalty
program have on how much money you % % % % %
spend playing the pokies?
Very/quite influential 0 26 3 17 30
Not very /not at all influential 97 75 97 83 70
Don't know/NA 3 9 0 0 0

Note: Total may not add to 100 due to rounding

LP’s influence on gambling behaviour —in general - summary

* Most participants insisted their LP memberships had no impact on their
gambling behaviours.

* A minority of participants, however, acknowledged that their LP probably
does affect their gambling behaviours.

* Participants who acknowledged having a prior problem with gambling were
particularly likely to say that LPM influenced their gambling behaviours.

e Participants reported that LPs most influence choice of venue, followed by
how often they play the pokies, how much money they spend on the pokies,
and finally how long they play the pokies.
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Most participants insisted that LP membership has no impact on their gambling
behaviours; this included many of those categorised as “problem gamblers”
according to the PGSI.

In my opinion the loyalty program is just there. | don't really think about it.
[Club_ High]

It's not such a big deal to get a cheaper coffee. It's not what makes me
go. [Pub/hotel_ High]

It doesn’t matter to me as [the LP] is just a side note. | play pokies for fun
and only little amounts at a time so the rewards take forever to
accumulate [Club_Low]

A minority of participants, however, acknowledged that their LP probably does
affect their gambling behaviours.

| must say that | am not really a fan of loyalty programs anymore, as |
have found that when | used them | just spent way too much money
chasing points that | really couldn't afford. [Pub/hotel_ High]

| feel there is too much emphasis placed on pokie promotions which only
encourage me to play the machines more. [Pub/hotel_Low]

| was given a membership level one up from what | was used to. Now |
have that membership tier | want to keep it as includes unlimited parking
important to me. I... would like to go up a tier see what else is offered
curious but reluctant to spend more than my current budget for gambling
to find out. | was told you could book a stay in one of their hotels to build
up points. [Casino_Low]
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Participants who acknowledged having a prior problem with gambling were
particularly likely to say that LPM influenced their gambling behaviours.

| originally joined to gain rewards while playing within my means, but the
incentives took over and | ended up chasing points. | then scrapped the
cards about 18 months ago and will never sign up again. [Pub/Hotel_
High]

| don't use my cards at all anymore as they did influence me to play more
and spend more money chasing points. [Pub/Hotel_ High]

Participants reported that LPs most influence choice of venue, followed by how
often they play the pokies, how much money they spend on the pokies, and
finally how long they play the pokies.

From the series of survey questions on perceived influence of LPs, we can see that
almost 40% of participants (weighting each group equally) thought it very or quite likely
that a better LP would influence where they play. This suggests that LPs may influence
choice of venue for many LPMs. Slightly more than 20% thought that their LP
influenced how often they played the pokies. This was followed by influence on how
much money they spent on the pokies (18%) and how long they play the pokies (11%).

This ranking of LP impact, from choice of venue to length of play, was consistent
across groups.

Table 5.14: Influence of loyalty program on money spent playing pokies

Hotel/pub Hotel/pub Club Casino Casino TOTAL (each
Low High Low Low High gp weighted

Base: All participants
(n=32) (n=23) (n=39) (n=36) (n=20) equally)

Likelihood that better LP would
influence where play (very/quite 31 65 18 44 35 39
likely)

Influence of LP on how often play

. ] 13 30 8 25 30 21
pokies (very/quite)
Influence of LP on how much money
. . 0 26 3 17 30 18
spend on pokies (very/quite)
Influence of LP on how long pla
& piay 0 22 3 8 20 1

pokies (very/quite)

Note: Total may not add to 100 due to rounding
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5.3.8 LPs and harm

The general consensus amongst board participants was that loyalty programs could be
harmful to people with a gambling addiction. Many commented that the danger lies
much more with the pokies than with loyalty programs. Most did not see any link
between loyalty programs and the pokies; rather, most spoke of them as separate, with
pokies playing potentially leading to problem gambling, but not loyalty programs, and
with loyalty programs not impacting on pokies playing.

* Most participants agreed that LPs may post harm to those with an addiction.
* For non-addicts, however, any negative impact is minimal.

* Many participants argues that problem gambling is caused by playing the
pokies too much, not from becoming a LP member.

* However, others acknowledged the pull of loyalty programs.

Table 5.15: Perceived harmfulness of loyalty programs in influencing behaviour and spending

Pub/Hotel Pub/Hotel Club Casino Casino
Low High Low Low High

Base: All participants

(n=32) (n=23) (n=39) (n=36) (n=20)

How harmful do you think loyalty programs
are when it comes to influencing people's % % % % %
behaviour and spending?
Very/quite harmful 31 57 33 31 40
Not very /not at all harmful 59 35 64 67 60
Don't know/NA 9 9 3 3 0

Note: Total may not add to 100 due to rounding
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Many participants agreed that loyalty programs may pose harm to those with an
addiction.

[LPs] can be harmful, forcing the addicts to play more than they can afford
to get free stuff. [Casino_ High]

[name] Club often send me mail outs that | have been rewarded with extra
playing $ to be used at a certain time between certain hours. For me this
isn't negative as | rarely utilise these, however for others | could see this
might be a negative impact for those with a gambling problem.
[Casino_Low]

| think they are a danger to an addict like myself.... | think if you don’t
have a gambling problem the loyalty cards would be ok. [Pub/hotel_Low]

| equate the loyalty programs in gaming rooms with the concept of happy-
hour in a pub. For people who are not addicted to the behaviour, or have
addictive tendencies, they are probably a good idea - as it gives them the
opportunity to get something back for their money spent. But, just like an
alcoholic would not do well at happy-hour, gamblers who are addicted to
the behaviour are much more likely, in my opinion and in my own
experience, to keep on spending when they shouldn't, just to get to the
next level of reward. [Pub/Hotel_ High]

But for non-addicts, any negative impact is minimal.

| don't think so [LPs are harmful]. It is not as if it is a million dollars you
get. It is only very miniscule. [Pub/hotel_Low]

Absolutely NOT! | believe people are intelligent enough to know the points
(usually 1 point for a few dollars) are not worth it. Some with a gambling
problem may use the cards as an excuse, but | am sure they do not really
believe that. [Casino_Low]

Many participants argued that problem gambling is caused by playing the pokies
too much, not from becoming a LP member.

| don't believe that these programs have a negative effect on people. The
poker machines themselves are the negative effect. [Club_ High]

A gambler is a gambler, with or without a loyalty card. [Pub/hotel_Low]

| cannot see how they could be more harmful than the pokies
themselves.... [Pub/hotel_Low]
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However, others acknowledged the pull of loyalty programs.

Loyalty programs could encourage the person to visit that place more
than usual because of the rewards and while they are at the venue, they
might just gamble because it's so hard to resist. [Club_ High]

| imagine some loyalty programs could be harmful. Especially if you are
close to getting a certain gift or are desperate for money and go every
night to win a car or money. [Casino_Low]

The [LPs] at some casinos in the past have had golf days etc. with big
prizes that could influence people to spend more than they should to keep
on at loyalty level. [Club_Low]

| have seen people play longer to get a certain gift from the gift cabinet at
my local hotel. [Pub/hotel_Low]

The following is a comment by a self-acknowledged problem gambler regarding the
negative influence of LPs:

Yes, | do think the loyalty programs can be harmful for some
people...myself included . | know that | shouldn't play the machines, can't
walk away until I've won really big ...but more often lost the lot. | did
cancel a couple of my memberships because | didn't want to get the
monthly promotional material that might encourage me to go again.
[Pub/hotel_ High]
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5.3.9 Ambivalence towards gambling loyalty programs

When participants were asked for any additional comments regarding gambling loyalty

programs, an additional theme emerged: ambivalence regarding these programs.

Several participants notes both positives and negatives, both for themselves and the

larger public.

Several participants described their ambivalence re: loyalty programs.

This ambivalence was mostly expressed by problem gamblers, although
lower-risk gamblers also recognised the positives and negatives.

Several participants described their ambivalence re: loyalty programs. This
sentiment was mostly expressed by problem gamblers.

It's a catch 22 cause | like hearing about the specials in the restaurants so
| continue to receive my emails but | have unsubscribed to text messages
from my loyalty program cause it reinforces my gambling problems. |
would like to unsubscribe from the emails but haven't done that yet cause
the Casino has other entertainment and dining which | like to enjoy
separate from the pokies. | think the Loyalty program reinforces
gambling.... [Casino_ High]

In a way, it's good that venues have loyalty programs in place for people
to get points on their activities at the venue which can then be redeemed
for things like meals and drinks but on the other hand it does bring
addiction as people who fall into gambling more easily will spend little
more time and money gambling since they already are at the venue. We
have bingo nights at our venue and get raffle tickets as part of it which is
drawn after the break during our bingo session. The interesting thing is
that they actually promote and encourage gambling in a way that once
you are on your break during the bingo session and if you play pokies,
you will then get extra raffle tickets and drink discount vouchers for free.
So | don't think it's such a good idea but for those who would play
anyway, | guess it's nice. [Club_ High]

I think it can sometimes affect those trying to build up points to reach a
certain amount on their loyalty card, it can be an issue with most
gamblers because it'll impact the set amount they originally wanted to
spend. On the other hand, if you're already going to gamble, it's good to
have the benefits of building points especially when you're losing. You at
least don't walk away empty handed as your credits are higher than when
you first walked in. [Pub/hotel_ High]
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Some lower-risk gamblers also recognised the positives and negatives of LPs.

| like the fact that they have a loyalty scheme; it enhances the experience
as | would probably go anyway but this probably makes me go a little bit
more. [Casino_Low]

| don't see loyalty programs as a huge importance to a small time gambler
like myself. Maybe for those who gamble larger amounts and more often
they are beneficial as points are accumulated quicker. However | do feel
the influence to gamble when promotions are running that require playing
machines to have an entry as | tend to put more than intended into the
machines. [Pub./hotel_Low]
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5.4 Discussion

The purpose of Study 3 (online discussion boards) was to hear how people who belong
to gambling loyalty programs at EGM venues talk about their loyalty programs and, in
particular, to understand their perspective on any impact they think their membership
has on their gambling behaviours. Online discussion boards were chosen as the
methodology because they allow for in-depth, ongoing discussion over a period of time,
and anonymity and convenience for participants. All participants were loyalty program
members. Composition of each board was based on level of gambling risk as
determined by PGSI score, administered during recruitment/pre-screening, as well as
stated primary gambling venue (casino, club or pub/hotel) because existing evidence
suggests that these two variables may be important factors regarding loyalty programs
and gambling behaviours. A total of 200 LPMs participated in the boards.

Discussion topics included:
e Choice of Venue / reasons for choice of venue

* EGM playing behaviours (e.g. money and time spent; frequency; pattern of
play)

* Loyalty program: how it works; types of rewards; attitudes towards particular LP

* Communications received re: LP, including account information

* Perceived influence of LP on gambling behaviours

e Attitudes towards LPs, both specifically and in general

A key finding was that most participants, when directly asked, stated that their loyalty
program membership does not affect their gambling behaviour. However, other
comments by these same participants revealed that in fact this may not entirely
be the case, with some participants espousing contradictory effects of loyalty
program membership (including gambling for a longer period of time and
wagering more than they had intended). Below are some examples of comments to
illustrate this point. Problem gamblers and former problem gamblers were more likely
to say that their LPM affected their gambling behaviour, in terms of money or time
spent, or frequency of play.
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Table 5.16: Perceived linkages between loyalty programs and gambling behaviour

Comments made when asked
directly whether there is alink  Comments made when discussing their use

Hatell between loyalty programs and of loyalty programs

gambling behaviours

Originally | joined the clubs for social reasons,
before | started playing pokies.

At times | may drink more alcohol than usual if |
have an accumulation of points. This behaviour
could be harmful in that it could lead to driving
offences and other alcohol related adverse
behaviour by some. | do know of some who
may play more recklessly because they've had
too many (free) drinks.

Loyalty programs don't really
Club_High have an impact on whether | play
the pokies, or not.

It does not encourage me to play but itis a

. form of enticement to go back to said venue.
| play for a certain amount of

Club_High - . .
time the points do not affect this. | spend my daily gambling allowance but if | win
I will keep playing to get extra points.
E;seirnyotlln;svilprg?%’yp::):'rzssitIthe I normally go in with an intention of spending
Casino_High gather points and rewards. It my limit. |f I'm close to earning a certain

amount of member points, then | may put in 10-

doesn't encourage me one wa ;
9 Y 20% more based on my points balance.

or another.

If the hotel has a competition in the gaming
room, that makes you want to play more to win
that. A few years ago we were in an unfamiliar
hotel and there were competitions to get certain
combinations and we won corporate box tickets
to see XXX. But we probably spent more than
we wanted to as it was fun and you wanted
obviously to win that bonus. The most harm
would be spending more than you could afford,
to win something better.

A loyalty program doesn't really
encourage me any more to go
Pub/Hotel_High | and play...if there is no program
and | have the opportunity to

play, I just play.

A second key finding regards the inducements by the venues to encourage patrons
to join the loyalty program. In the case of club members, for example, often LP
membership was included automatically as part of the general club membership. This
meant that many club members did not even realise they were joining a LP until after
the fact, or in any case did not have a choice regarding whether to join or not if they
wanted to become a club member. Casino and pub/hotel patrons were often
approached by staff regarding joining the LP, and in some cases staff at pubs/hotels
filled out the membership paperwork for them. Some pub/hotel patrons were told that
they were required to join the LP if they wanted to gamble at the venue because they
lived within a certain distance of the pub/hotel.

Third, many patrons across all six boards admitted that they did not really
understand how the LP worked, despite participating in it.
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Fourth, although most participants said they received information from the venue
regarding number of point accumulated — often this appeared automatically when they
swiped their card, almost none said they received information regarding money
and time spent gambling. A few said they thought they might be able to get this
information if they asked. Some problem gamblers stated they would not want this
information, whereas most lower-risk gamblers and some problem gamblers thought
that being provided this information might help them regulate their gambling.

Finally, most participants, including those who enjoyed their LP and saw no ill effects
of being a member on their own gambling behaviours, often expressed somewhat
ambivalent attitudes about gambling loyalty programs in general. Most recognised
that they could cause difficulties for some people and that rewards were usually not
worth much when compared with the amount of money gambled to get them. At the
same time, most participants enjoy playing the pokies and felt that belonging to a LP
“at least gives you something back”.

Overall, most participants had been fairly passive in terms of joining their LP, with
many approached about membership by a venue staff member or signed up
automatically with the general club membership. Joining was mostly easy and free,
none of the participants said they compared programs when they joined, many
belonged to more than one LP, and several stated they saw or assumed there was little
difference among LPs. Most were also reasonably happy with their LP and did not feel
that it unduly affected their gambling behaviour, although this was less true of problem
gamblers. It was also the case that several participants who initially said that their LPM
had no impact on their gambling behaviour later made comments contradicting this
initial statement, which suggests that impact of LPs may be real but not obvious to the
gambler. This possibility is explored with the longitudinal survey data.
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6 Three-wave longitudinal (panel) telephone
survey

This section of the report presents the methodology, findings and discussion for Study
4: the three-wave, longitudinal telephone survey of Australians with at least an interest
in playing EGMs. For purposes of this discussion, “loyalty programs” (LPs) are
understood to mean gambling loyalty programs at EGM venues.

6.1 Objectives

The main objective of the survey was to investigate the impact of loyalty programs on
gambling behaviours over time using a three-wave, longitudinal survey design.

It focused on answering the following research questions, as provided in the project
brief:

1. Do loyalty programs increase amount of money spent gambling?

2. Do loyalty programs increase amount of time spent gambling?

3. Do loyalty programs increase gambling frequency?

4. Do loyalty programs result in increased risk of problem gambling?

5. Do loyalty programs result in reduced feelings of control around gambling?

6. Do loyalty programs reward “loyalty” (i.e. faithfulness and devotion; they visit
that venue rather than another venue) or create “incentive” (i.e. encouragement
to gamble more money/for longer)?

7. Do “high success” loyalty programs result in more money spent gambling?

8. Do “high success” loyalty programs result in more time spent gambling?

9. Do “high success” loyalty programs result in increased gambling risk?
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6.2 Methodology

In order to provide best evidence regarding impact of loyalty programs on gambling
behaviours and risk over time, a longitudinal panel survey was conducted over three
waves, each six months apart. Longitudinal panel surveys, in which the same
people are interviewed repeatedly over a period of time, are ideal for understanding
behavioural change (Singer & Willett, 2003).

Although such an approach is more expensive and time-intensive than repeat cross-
sectional surveys, it is superior for the following reasons:

* Greater statistical power, meaning that smaller statistically significant
differences can be detected. With repeat cross-sectional surveys, significant
differences may not be detected because of the larger error rates associated
with this type of analysis.

* Ability to assess change in individuals over time, meaning that we can draw
conclusions regarding the impact of a range of individual attributes on
outcomes. With cross-sectional surveys, we can only monitor the aggregate of
effects (Yee & Niemeier, 1996).

6.2.1 Sample sources

Survey participants were recruited from various sources and using a combination of
methods:

* Users of Facebook and Google

* Subscribers to the Pro Punter newsletter
* Members of a consumer panel

* Contacts of professional recruiters

e Listings in a commercially available telephone database

The focus was on recruiting people who gambled on EGMs or had at least some
interest in playing EGMs. Advertising was placed on Facebook, Google and in the Pro
Punter newsletter. The ads briefly described the research study and provided a link to
an online form where interested individuals could register their interest in the study. A
copy of the registration form is included in the Appendix. Consumer panel providers
and professional recruiters sent out an email on our behalf to their members/contacts
that fit the target profile. The email provided details about the research study and
provided the link to the online registration form. Survey participants therefore
comprised people who opted in to the study prior to being telephoned, as well as
people who had not (i.e., who were cold-called via random dialling from a
commercially available telephone database).
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The survey sample was stratified by:

* level of gambling risk according to the PGSI
* EGM player status (current/not current player)

* LPM status

The following table presents the breakdown of proposed interviews that we aimed to
complete for the study.

Table 6.1: Proposed recruiting schedule for wave 1

Current EGM Players*

Non-current

i LP Non LP EGM Players
Rlelclizyz Member Member y

Moderate risk/Problem gambler
Low risk/no risk

Interest in playing EGMs

*Played at least once in last month

6.2.2 Interviewing

To assist with the recruiting process and overall survey participation rates, an
incentive was offered. Participants in wave 1 were notified that if they completed the
survey they could enter a prize draw to win a $500 shopping voucher. In order to
qualify for the research, participants had to be aged 18 years or older and either have
played the EGMs in the past 12 months or indicate that they were likely to play EGMs
in the future (i.e. some interest in playing). Due to difficulties with recruitment of current
gamblers, the definition of “current EGM player” was changed from “played in past
month” to “played in past three months”. This change was made in consultation with
GRA. Interviews were conducted by telephone using a CATI approach. The initial wave
of data collection was conducted during May and June 2014.
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The following tables present the breakdown of actual interviews achieved for each
wave of the study.

Table 6.2: Actual interviews completed for wave 1

Current EGM Players* Non

current
Non LP EGM
Member Players

LP
Risk level -
Moderate risk/Problem gambler
Low risk/no risk

Interest in playing EGMs

*Played at least once in last three months

Table 6.3: Actual interviews completed for wave 2

Current EGM Players* Non
current

Non LP EGM

Member Players

LP
Risk level
Member
Moderate risk/Problem gambler
Low risk/no risk

Interest in playing EGMs

*Played at least once in last three months

Table 6.4: Actual interviews completed for wave 3

Current EGM Players* Non

current
Non LP EGM
Member Players

LP
Risk level
Moderate risk/Problem gambler
Low risk/no risk

Interest in playing EGMs

*Played at least once in last three months

The following table indicates the number of total interviews completed for each wave.

Table 6.5: Telephone survey number of total completed interviews by wave

Wave 1 Wave 2 Wave 3

May-Jun 14 Nov-Dec 14 May-Jun 15

Number of interviews completed 1,463 1,188 1,118
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Attrition rates

Some individuals who participated in wave 1 were unable to be contacted in wave 2.
We attempted to re-contact them for wave 3. Respondents who had registered for the
study but whom we were unable to contact in wave 1 were re-contacted in wave 2. We
did not attempt to recruit new respondents in wave 3. The final dataset, therefore,
consisted of people who completed all three waves, two waves, or a single wave
(wave 1 or wave 2). To reduce attrition rates, individuals classified as “soft refusals” by
the interviewer in the initial telephone call were re-contacted by a senior interviewer
and re-invited to participate. In addition, multiple contact details were collected from
respondents (i.e. mobile and landline telephone numbers; email address; contact
details of family/friends) in order to maximise re-contact rates.

Table 6.6: Participation across waves

Completed all three Wave 1 + Wave 2 + Wave 3
WEVES n=926
Completed two waves Wave 1 + Wave 2 Wave 1 + Wave 3 Wave 2 + Wave 3
P n=153 n=120 n=72
Wave 1 only Wave 2 only Wave 3 only
Completed one wave n=264 n=37 n=0

TOTAL PARTICIPANTS

Attrition rates across waves were somewhat higher for higher-risk and heavier
gamblers, as can be seen from the table, below. For example, of the 115 survey
participants in wave 1 classified as problem gamblers, 37% did not participate in wave
2, whereas the attrition rate between waves 1 and 2 for participants classified as non-
problem gamblers at wave 1 was only 24%. Similarly, whereas the dropout rate
between waves 1 and 2 for participants who said at wave 1 that they played EGMs
monthly or more frequently was 31%, it was only 24% who said at wave 1 they played
less often®.

We have found this same pattern in other gambling studies we have conducted. Likely
this differential result is due to the more chaotic lives lead by people who are
experiencing problems around gambling and who are thus more difficult to contact for a
telephone survey. It is also possible that heavier and problem gamblers experience
some level of shame around their gambling and thus are less likely to continue to
participate in a survey that asks them questions around this behaviour.

2 Some participants completed only Waves 1 and 3, or Waves 2 and 3. We have not shown attrition rates for these
people, but a similar pattern is apparent whereby more frequent gamblers and those with higher PGSI scores are more
likely to drop out of the survey.
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Table 6.7: Attrition between waves — PGSI score & gambling frequency

Wave 1 Wave 2 Attrition Wave 2 Wave 3 Attrition

() (n) (%) () (n) (%)

Non-player 348 278 20 330 285 14

No risk (PGSI score = 0) 539 409 24 486 413 15

Low risk (PGSl score = 1-2) 241 165 32 164 143 13

Moderate risk (PGSI score = 3-7) 220 154 30 132 98 26
Problem gambler (PGSI score = 8-27) 115 73 37 76 59 22

Wave 1 Wave 2 Attrition Wave 2 Wave 3 Attrition
(n) (n) (%) (n) (n) (%)

Gambling Frequency

Non-player 348 278 20 330 285 14

Less often than monthly 424 321 24 397 328 17
Monthly or more frequently 688 478 31 460 384 17
Don't know/Refused 3 2 33 1 1 0

Call results

The following tables provide call summary statistics for each of the three waves of
telephone interviewing completed. It should be noted that these figures are based on a
combination of sample sources. In wave 1 this included a random sample (cold calling),
hence the high rate (67%) of in-scope contacts who declined to participate. In-scope
contacts are defined as those who qualify for the research. The wave 1 table further
shows that of the in-scope contacts made, overall 26% resulted in a completed
interview (it was around 80% for those who had previously registered interest).
Attempts resulting in no contact (no answer, answering machine and engaged) were
tried a minimum of three times to minimise sample loss and possible sample bias.
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Table 6.8: Wave 1 - Final Call Result Codes (After All Attempts)

WAVE 1 - Final Call Result

Count of numbers
dialled

% of numbers

dialled

156

% of In-scope
Contacts

IN SCOPE CONTACTS

Completed Interviews 1463 8.9% 25.5%
Surplus callbacks 31 0.2% 0.5%
Declined to participate 3831 23.2% 66.7%
Terminated early 16 0.1% 0.3%
Communication difficulties 404 2.4% 7.0%
Total In-Scope Contacts 5745 34.8% 100.0%
OTHER CONTACTS
Non qualifying respondents 1519 9.2%
Government / business number 193 1.2%
Duplicate/over quota 1123 6.8%
Incorrect details 39 0.2%
Total Other Contacts 2874 17.4%
NON CONTACTS
No contact after all attempts 4222 25.6%
Non-working numbers 3682 22.3%
Total Non - Contacts 7904 47.8%
TOTAL 16523 100.0% ‘

A total of 80% (wave 2) and 88% (wave 3) of in-scope contacts resulted in completed

interviews.

Table 6.9: Wave 2 - Final Call Result Codes (After All Attempts)

WAVE 2 - Final Call Result

Count of numbers
dialled

% of numbers

dialled

% of In-scope

Contacts

IN SCOPE CONTACTS

Completed Interviews 1188 62.5% 80.3%
Surplus callbacks 34 1.8% 2.3%
Declined to participate 248 13.0% 16.8%
Terminated early 1 0.1% 0.1%
Communication difficulties 8 0.4% 0.5%
Total In-Scope Contacts 1479 77.8% 100.0%
OTHER CONTACTS
Non qualifying respondents 0 0.0%
Government / business number 1 0.1%
Duplicate/over quota 14 0.7%
Incorrect details 33 1.7%
Total Other Contacts 48 2.5%
NON CONTACTS
No contact after all attempts 322 16.9%
Non-working numbers 52 2.7%
Total Non - Contacts 374 19.7%
TOTAL 1901 100.0% ‘
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Table 6.10: Wave 3 - Final Call Result Codes (After All Attempts)

WAVE 3 - Final Call Result SOUNEOTRNMBEIS | A0t oets s
IN SCOPE CONTACTS
Completed Interviews 1118 70.5% 87.9%
Surplus callbacks 20 1.3% 1.6%
Declined to participate 130 8.2% 10.2%
Terminated early 3 0.2% 0.2%
Communication difficulties 1 0.1% 0.1%
Total In-Scope Contacts 1272 80.3% 100.0%
OTHER CONTACTS
Non qualifying respondents 0 0.0%
Government / business number 0 0.0%
Duplicate/over quota 10 0.6%
Incorrect details 28 1.8%
Total Other Contacts 38 2.4%
NON CONTACTS
No contact after all attempts 227 14.3%
Non-working numbers 48 3.0%
Total Non - Contacts 275 17.4%

TOTAL 1585 100.0%



Gambling Research Australia: The Role of Loyalty Programs in Gambling 158

6.2.3 The questionnaire

Survey questions focused on addressing the key research questions. Content and
language used was informed by the audit, literature review and discussion boards, as
well as input from our topic experts. Respondents who belonged to more than one
loyalty program were asked details about the one they use most frequently.

Survey questions focused on the following issues. A copy of the survey instrument is
included in the Appendix.

Table 6.11: Survey Topics

Survey Topics

Name of venue(s) and loyalty program(s)

What the program provides

How they became a member / how they found out about the program

The extent to which they are contacted about the program between visits

Perceptions regarding how the program is marketed / description of marketing materials

Satisfaction with loyalty program / likes and dislikes

Level of use of loyalty program

Awareness of / attention to responsible gambling messages that may be part of the loyalty
program

EGM playing behaviour: frequency, time, money, etc. (that venue and others)

Attitudes towards gambling, including perception of level of control over frequency, time,
money, etc.

Problem Gambling Severity Index

Other measures of difficulties around gambling

Demographics

Multiple contact details for subsequent waves (landline, mobile, emalil, friends, family)

The average interview length was 20 minutes, although this varied from participant to
participant depending on how recently they had gambled / played EGMs and whether
they were a member of a loyalty program.
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A pilot test with 50 respondents (10 in each stratification category) was conducted
prior to the full wave 1 survey to test survey length, language and flow. A report on
results from the pilot and suggested changes to the survey instrument was provided
to GRA.

Changes made to the questionnaire as a result of the pilot test included:

* Revised wording of introduction to more quickly engage respondents
* Removal of “don’t know” and “refused” options where not warranted

* Skips added to avoid having respondents repeat information

* Order of questions reorganised to improve survey flow
* Interviewer notes added to some questions for clarification

* Option added, “didn’t receive any information” to question about receiving
communications about loyalty programs

* New question added about loyalty programs: Q.27: When you signed up, did
you get any points or rewards right away?

* Revised wording on two questions asking about how points are accrued

* Revised codeframes for several questions based on results of the literature
review and online discussion boards

6.2.4 Analysis

The primary analytical approach used for this phase of the study was Generalised
Linear Mixed Modelling (GLMM), a type of multilevel modelling (MM) that allows for
linear as well as nonlinear models under a single framework. A more detailed
discussion of this approach, including citations, is included in the Appendix.

MM has several advantages over more traditional techniques often used to analyse
longitudinal data, including that MM incorporates the fact that measurements for an
individual over time are likely correlated with one another, thus avoiding bias in
standard errors. In other words, it is likely that someone’s measurement at wave 1 (e.g.
their PGSI score) is correlated with their measurement at wave 2. Less sophisticated
analytical approaches assume that these measurements are independent.

Within MM, a technique called Individual Growth Curves (IGC) analysis is used. IGC is
generally perceived as the most advanced technique for accurately capturing both
developmental changes over time as well as longitudinal patterns of treatment effects
over time. These issues are crucial for this loyalty program research given our interest
in understanding the impact of gambling loyalty program membership on gambling
behaviours.
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IGC analysis has several specific advantages over other techniques for analysing
longitudinal data. These include:

* IGC does not require that sample sizes be identical for each wave of data.

* IGC can handle missing data, meaning that it does not drop someone from the
analysis because some of their data is missing.

* |GC allows for the examination of both changes over time within a given
individual and changes over time across individuals. This means that we can
examine differences between individuals in their initial status (e.g. how much
money they spent gambling at wave 1) and also differences in their rates of
change (e.g. whether those who became loyalty program members increase the
amount of money they spent gambling at a faster rate than those who did not
join a loyalty program).

* With three waves of data, IGC provides more precise estimates than is possible
with other more traditional methods. This means greater certainty about the
results as compared with other statistical approaches.

* |GC allows both discrete predictors (e.g. whether one is a loyalty program
member or not) as well as time-variant predictors (e.g. someone who is not a
LPM at wave 1, but is a LPM at waves 2 and 3).

* |GC is more powerful than other methods for identifying true change effects
over time.

In order to address each of the key research questions, the following outcome
variables are examined:

* Amount of money spent gambling (on last gambling occasion) (GAMBSPEND)
* Amount of time spent gambling (usually, past 12 months) (GAMBTIME)

* Frequency of gambling occasions (usually, past 12 months) (GAMBFREQ)

* PGSl score (PGSI_Score)

* Seven items from the Gambling Attitudes and Beliefs Survey items (GABS-7)
* Number of days binged on gambling (past 12 months) (BINGE)

* Perceived ability to control gambling (CONTROL)

* Number of venues where played EGMs (past 12 months) (NUMVEN)
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Predictors in addition to LPM and High Success Loyalty Programs (HSLPs)?® assumed
to impact on the outcome variables and which are included in the final models consist
of the following:

* Time (linear/non-linear)

* Gender

e Age

* Main activity (working/student/home duties vs. retired/unemployed)
* Household income

* Personal income

* Gambling frequency (when examining outcomes variables other than gambling
frequency)

e PGSI score (when examining outcome variables other than PGSI score)

* |nteractions between each of the above variables and TIME

Note that the estimates for Age and Gambling frequency represent 10-unit increments.
Thus we discuss the association between an increase of 10 years in age and 10
additional occasions of gambling, on the outcome variables. Because time is most
accurately included in the models as a discrete rather than continuous variable, this
means that reported effects of predictor values are as at Time equals 1 (wave 2).

Missing data were examined and found to be minimal (i.e. generally less than 5%) with
some exceptions. For repeat measures data with data missing at random (MAR), MM
analysis will typically yield unbiased estimates (Raykov & Marcoulides, 2008).

% The definition of “Higher success” LPs was based on findings from the literature review regarding components of
“more successful” loyalty programs. Attributes included are listed in the findings sub-section of the longitudinal analysis
section of the report. In addition, a table explaining how the score was calculated is included in the Appendix.
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Missing Data
% - of total % - of those

Variable sample asked
GAMBSPEND? 1087 28.2 0.4
GAMBTIME? 1504 39.9 15.9
GAMBFREQ 0 0.0 0.0
PGSI_Score? 1076 28.5 0.0
GABS_07° 1332 35.3 9.5
BINGE?® 1132 30.0 2.1
CONTROL? 1122 29.8 1.7
NUMVEN® 1568 416 0.7
Gender 4 0.1 0.1
Age 43 1.1 1.1
Main activity 142 3.8 3.8

HH income 622 16.5 16.5
Personal income 617 16.4 16.4
LPM_Status® 1553 41.2 0.0
High Success LP® 2559 67.9 0.0

All continuous variables were mean-centred in order to address collinearity. Interaction
variables (predictor var x TIME) were included in the models. Predictor variables were
tested for multicollinearity using a Variable Inflation Factor threshold of 10 (Kutner et al,
2005). All predictor variables were examined to ensure they met assumptions required
for analysis. Those variables violating the assumption of normality were transformed as
necessary (Tabachnick and Fidell 2007). An examination of the histogram of the
CONTROL variable showed that it had a Poisson distribution where the majority of
responses were in the 1st or 3rd category. It was therefore decided to collapse the
categories into low (1st or 2nd categories) and high (3rd category or higher).

Initial analyses were performed using IBM SPSS 22.0 statistical software. Mixed effects
modelling was performed using Stata 12.1.

A note on correlation (or association) versus causation

Although the research questions posed for this study involve causation —i.e. do loyalty
programs cause various behaviours and difficulties around gambling?” — survey
methodology can only test for associations. However, by controlling for other variables
thought to affect the outcome variables and with the temporal ordering of the
independent and dependent variables (i.e. the hypothesised cause (LPM status or
HSLP score) has occurred prior to the effect (e.g. PGSI score)), we have provided
evidence supporting an argument of causation. We cannot be sure, however, that there
is causation rather than simply correlation; we also cannot be sure that the causal
direction does not go the other way, with the outcome variable causing LPM. Definitive
establishment of causation would require a randomised controlled trial with people
randomly assigned to LPM and non-LPM groups, something that is simply not possible
to do for both practical and ethical reasons.
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6.3 Sample demographics

Below is a table of sample demographics. As can be seen, as compared with the
general population, wave 1 survey respondents were more female, older, and more
likely to live in a non-metropolitan area. The relatively small percentage of respondents
from WA is likely due to EGMs only being available in the single casino in that state,
rather than also in clubs and pubs/hotels.

Data were not weighted because the population of people interested in playing EGMs
is unknown. A complete list of descriptive results by wave is included in the Appendix.

Table 6.12: Demographics — Part 1

Popn Wave 1 Wave 2 Wave 3
Gender % N % N % N %
Male 49% 540 37% 434 37% 414 37%
Female 51% 921 63% 753 63% 703 63%
Age
18-24 years 12% 93 6% 56 5% 43 1%
25-34 years 18% 193 13% 157 13% 117 10%
35-44 years 19% 219 15% 171 14% 158 14%
45-54 years 18% 314 21% 266 22% 239 21%
55-64 years 15% 319 22% 269 23% 271 24%
65+ years 18% 320 22% 267 22% 288 26%
Aboriginal/TSI
Yes 3% 26 2% 14 1% 15 1%
No 98% 1423 97% 1170 98% 1098 98%
Highest Education
<Year 12 29% 351 24% 261 22% 253 23%
Year 12 17% 262 18% 185 16% 173 15%
>Year 12 55% 841 57% 670 56% 682 61%
Main activity
Work FT/PT 59% 809 55% 634 53% 605 54%
Home duties 322% 134 9% 112 9% 80 7%
Retired 365 25% 316 27% 309 28%
Unemployed 3% 49 3% 33 3% 44 4%
Other 6% 37 3% 42 1% 42 1%
Occupation
Manager 13% 119 15% 101 16% 103 17%
Professional 22% 234 29% 191 30% 232 38%
Technicians and Trades Worker 14% 52 6% 41 6% 37 6%
Comm’ and pers’ services worker 10% 115 14% 66 10% 66 11%
Clerical and administrative worker 15% 147 18% 114 18% 82 14%
Sales worker 9% 65 8% 56 9% 40 7%
Machinery operators and drivers 7% 29 4% 24 4% 19 3%
Labourers 9% 48 6% 32 5% 22 4%
Other 1% 0 0% 9 1% 4 1%

Population statistics derived from Australian Bureau of Statistics 2011 Census of Population and Housing
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Table 6.13: Demographics — Part 2
Popn Wave 1 Wave 2 Wave 3
% N % N % N %
Household income
<$80K 59% 737 61% 635 64% 581 61%
$80K+ 41% 467 39% 362 36% 365 39%
Personal Income
<$80K 86% 1025 85% 844 85% 794 84%
$80K+ 14% 186 15% 150 15% 153 16%
State/Territory
NSW 33% 412 28% 335 29% 300 27%
VIC 26% 560 39% 462 39% 434 39%
SA 8% 109 8% 91 8% 91 8%
WA 11% 30 2% 26 2% 28 3%
TAS 2% 52 4% 46 4% 47 4%
NT 1% 21 1% 17 1% 16 1%
QLD 20% 245 17% 181 15% 176 16%
Metro/non-metro
Metro 65% 740 51% 600 51% 563 50%
Non-metro 35% 708 48% 575 48% 546 49%
Played EGMs past 12 months
Yes 973 67% 661 56% 582 52%
No 490 33% 527 44% 536 48%
Played EGMs past 3 months
Yes 859 59% 540 45% 454 41%
No 604 41% 648 55% 664 59%
LP member
Yes 524 36% 362 30% 324 29%
No 939 64% 826 70% 794 71%
PGSI category
Non-gambler 539 48% 486 57% 408 57%
Low risk 241 22% 164 19% 139 19%
Moderate risk 220 20% 132 15% 116 16%
Problem gambler 115 10% 76 9% 57 8%

Population statistics derived from Australian Bureau of Statistics 2011 Census of Population and Housing
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6.4 Findings

This section reports the findings from the longitudinal analysis of survey data.
Additional details regarding these analyses are included in the Appendix. Tables of
survey results, presented by wave and LPM status, are also included in an Appendix.
Findings are discussed by research question. For each question, we first present a
graph plotting LPMs against non-LPMs, or high HSLP against low HSLP, for the
relevant outcome variable, without controlling for any other variables. We then present
the results of the full model, which includes the effects of the time and predictor
variables.

6.4.1 Do loyalty programs increase amount of money spent gambling?

Survey respondents who reported gambling in the prior 12 months were asked how
much money they spent on gambling on the last occasion (GAMBSPEND).

A comparison of LPMs and non-LPMs, without controlling for any other variables,
shows that LPMs consistently spent more than non-LPMs on last gambling occasion
(refer to below figure). In each of the three waves, LPMs reported spending, on
average, approximately $120 on gambling the last time they gambled, as compared
with around $75 in waves 1 and 2 and $90 in wave 3 for those who were not LPMs.

Figure 6.1: Expenditure means in last gambling occasion by LPM status
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Estimates of fixed and random effects from the final mixed effects model are
summarised in the tables below. Note that this model is a mixed-effects Poisson
regression model. Estimates are thus incidence-rate ratios (IRRS).

The key finding is that LPM status is significantly related to gambling expenditure,
controlling for the other variables. A person who is a loyalty program member spends
on average 1.37 times more than a non-LPM (p< .001) per gambling occasion when
the effects of time, gender, age, main activity, household and personal income, PGSI
score, gambling frequency, and the interactions between these predictor variables and
time are held constant (at the middle time-point).

Other variables that predict gambling expenditure include gender, age, main activity,
personal income, PGSI score and gambling frequency. Controlling for the other
predictor variables, women spend an average of 0.78 times less money gambling on a
single occasion as compared with men (p = .001); as a person’s age increases by 10
years they spend 0.84 times less money on gambling (p < 0.001); people who are
unemployed or retired spend 1.18 times more than people who are working, studying
or performing home duties as their main activity (p <.001); as people move up a
personal income category they spend 1.08 times the amount on gambling (p < 0.001);
as a person’s PGSI score increases by one unit they spend 1.07 times the amount on
gambling (p <.001); and as a person spends 10 more occasions per year gambling
they spend 1.01 times the amount on gambling (p <.001).

Table 6.14: Estimates of Fixed Effects — Gambling Expenditure

95% Confidence

Interval
Estimate Std. Lower Upper
Parameter (IRR) Error Sig. Bound Bound
Time 1.01 0.01 0.418 0.99 1.03
Gender 0.78 0.06 0.001 0.67 0.90
Age 0.84 0.02 <0.001 0.80 0.88
Main activity 1.18 0.02 <0.001 1.13 1.23
HH income 1.00 0.01 0.602 0.98 1.01
Personal income 1.08 0.01 <0.001 1.06 1.09
PGSl score 1.07 0.00 <0.001 1.07 1.07
Gambling freq 1.01 0.00 <0.001 1.01 1.01
LPM status 1.37 0.02 <0.001 1.34 1.40
Gender x Time 0.87 0.01 <0.001 0.86 0.89
Age x Time 0.99 0.00 0.071 0.99 1.00
Main activity x Time 0.79 0.01 <0.001 0.77 0.81
HH income x Time 0.97 0.00 <0.001 0.96 0.98
Pers income x Time 1.04 0.00 <0.001 1.03 1.05
PGSl score x Time 0.98 0.00 <0.001 0.98 0.98
Gambling freq x Time 1.01 0.00 <0.001 1.01 1.01
LPM status x Time 1.16 0.01 <0.001 1.15 1.18

Dependent Variable: GAMBSPEND: Amount spent on gambling last occasion (Ss)
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Table 6.15: Estimates of Random Effects — Gambling Expenditure

95% Confidence

Interval
Std. Lower Upper
Parameter Estimate Error Bound Bound
Intercept 1.12 .027 1.06 1.17

Dependent Variable: GAMBSPEND: Amount spent on gambling last occasion ($s)

167
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6.4.2 Do loyalty programs increase amount of time spent gambling?

We next investigate whether LPM is associated with increased time spent gambling.
Survey respondents who had gambled in the prior 12 months were asked how long
they usually spend gambling on a given gambling occasion (GAMBTIME).

A comparison of LPMs and non-LPMs, without controlling for any other variables,
shows that LPMs consistently reported spending more time gambling than did non-
LPMs (refer to below figure). Reported time spent gambling decreased across waves
for both LPMs and non-LPMs. In waves 1 and 3, this difference between LPMs and
non-LPMs was approximately 0.3 hours, or 18 minutes; in wave two the gap was about
0.6 hours, or 36 minutes. LPMs’ reported time spent gambling decreased from just over
two hours in wave 1 to slightly under 1.8 hours (1 hour 48 min) in wave 2 to
approximately 1.1 hours (1 hour 6 min) in wave 3. For non-LPMs, these figures were
1.5 hours (1 hour 30 min) in wave 1, 1.2 hours (1 hour 12 min) in wave 2 and 1.1 hours
(1 hour 6 min) in wave 3. This general decrease across waves may be due to the
higher survey attrition rates of heavier gamblers and those with higher PGSI scores.

Figure 6.2: Mean amount of time usually spent gambling by LPM status
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Estimates of fixed and random effects from the final mixed effects model are
summarised in the tables below. Note that this model is a mixed-effects Poisson
regression model. Estimates are thus IRRs.

The key finding is that LPM status is significantly related to time spent gambling,
controlling for the other variables. A person who is a loyalty program member spends
on average 1.23 times more hours gambling than does a non-LPM (p< .001) when the
effects of time, gender, age, main activity, household and personal income, PGSI
score, gambling frequency, and the interactions between these predictor variables and
time are held constant (at the middle time-point).

Other variables that predict time spent gambling include PGSI score and gambling
frequency. Controlling for the other predictor variables, as a person’s PGSI score
increases by one unit they spend 1.05 times the amount of time spent gambling (p
<.001); and as a person spends 10 more occasions per year gambling they spend 1.01
times the amount of time spent gambling (p <.001).

Table 6.16: Estimates of Fixed Effects -- Time Spent Gambling

95% Confidence

Interval
Estimate Std. Lower Upper
Parameter (IRR) Error Sig. Bound Bound
Time 0.80 0.06 0.001 0.69 0.92
Gender 1.05 0.07 0.468 0.92 1.20
Age 1.04 0.03 0.110 0.99 1.09
Main activity 1.15 0.10 0.097 0.97 1.37
HH income 1.02 0.02 0.435 0.97 1.07
Personal income 1.04 0.03 0.123 0.99 1.10
PGSl score 1.05 0.01 <0.001 1.03 1.06
Gambling freq 1.01 0.00 0.025 1.00 1.02
LPM status 1.23 0.07 <0.001 1.10 1.38
Gender x Time 1.04 0.07 0.572 0.92 1.17
Age x Time 1.00 0.02 0.999 0.95 1.05
Main activity x Time 0.90 0.08 0.262 0.76 1.08
HH income x Time 0.97 0.02 0.207 0.92 1.02
Pers income x Time 1.05 0.03 0.063 1.00 111
PGSl score x Time 1.01 0.01 0.016 1.00 1.03
Gambling freq x Time 1.00 0.00 0.720 0.99 1.01
LP status x Time 1.01 0.06 0.837 0.90 1.14

Dependent Variable: GAMBTIME: Amount of time usually spent gambling past 12 mos. (hours)

Table 6.17: Estimates of Random Effects — Time Spent Gambling

95% Confidence

Interval
Std. Lower Upper
Parameter Estimate Error Bound Bound
Intercept 0.56 .028 0.50 0.61

Dependent Variable: GAMBTIME: Amount of time usually spent gambling past 12 mos. (hours)
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6.4.3 Do loyalty programs increase gambling frequency?

Thus far we have determined that loyalty programs are associated with both more
money and time spent gambling, taking into account time, demographics, PGSI score,
gambling frequency and interactions between time and the various predictor variables.
Whereas the previous two models included gambling frequency as a predictor variable,
we now posit gambling frequency as the outcome variable and examine the impact of
LPM on gambling frequency. Respondents who had gambled in the previous 12
months were asked how often they usually gambled (GAMBFREQ).

The figure below shows the difference between LPMs and non-LPMs by wave in
gambling frequency, without controlling for any other variables. We see that LPMs
consistently reported gambling more often than did non-LPMs. On average, LPMs
reported gambling slightly more than 50 times in the prior 12 months at wave 1, slightly
fewer than 50 times at wave 2, and approximately 45 times in wave 3. For non-LPMs
the frequencies were slightly fewer than 30 times at wave 1, and slightly more than 20
times at waves 2 and 3.

Figure 6.3: Mean times per year gambled past 12 months by LPM status
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Estimates of fixed and random effects from the final mixed effects model are
summarised in the tables below. Note that this model is a mixed-effects Poisson
regression model. Estimates are thus IRRs.

The key finding is that LPM status is significantly related to gambling frequency,
controlling for the other variables. A person who is a loyalty program member gambles
on average 1.27 times as frequently as a non-LPM (p< .001) when the effects of time,
gender, age, main activity, household and personal income, PGSI score, and the
interactions between these predictor variables and time are held constant (at the
middle time-point).

Other variables that predict gambling frequency include gender, age, household
income, and PGSI score. Controlling for the other predictor variables, women gamble
0.62 times the frequency of men (p <.001); as a person’s age increases by 10 years
they gamble 1.16 times as frequently (p < 0.001); as a person’s household income
moves up a category they gamble 1.15 times the frequency (p < 0.001); and as a
person’s PGSI score increases by one point they gamble 1.06 times the frequency (p
<.001.

Table 6.18: Estimates of Fixed Effects — Gambling Frequency

95% Confidence

Interval

Estimate Std. Lower Upper
Parameter (IRR) Error Sig. Bound Bound
Time 0.86 0.01 <0.001 0.83 0.88
Gender 0.62 0.05 <0.001 0.53 0.74
Age 1.16 0.03 <0.001 1.10 1.22
Main activity 1.04 0.03 0.137 0.99 1.09
HH income 1.15 0.01 <0.001 1.13 1.18
Personal income 1.01 0.01 0.168 0.99 1.03
PGSl score 1.06 0.00 <0.001 1.05 1.06
LPM status 1.27 0.03 <0.001 1.22 1.32
Gender x Time 0.97 0.01 0.017 0.95 0.99
Age x Time 1.04 0.00 <0.001 1.03 1.05
Main activity x Time 0.93 0.02 <0.001 0.90 0.96
HH income x Time 1.00 0.01 0.764 0.99 1.01
Pers income x Time 1.00 0.01 0.405 0.98 1.01
PGSI score x Time 1.00 0.00 0.084 1.00 1.00
LPM status x Time 1.09 0.02 <0.001 1.07 1.12

Dependent Variable: GAMBFREQ: Times gambled past 12 mos.

Table 6.19: Estimates of Random Effects — Gambling Frequency

95% Confidence

Interval
Std. Lower Upper
Parameter Estimate Error Bound Bound
Intercept 1.24 .032 1.18 1.30

Dependent Variable: GAMBFREQ: Times gambled past 12 mos.
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6.4.4 Do loyalty programs result in increased risk of problem gambling?

It is possible that, although LPs are associated with increased money and time spent
gambling, and gambling frequency, they are not associated with increased risk of
problem gambling.

The survey instrument included two measures of difficulties around gambling. These
questions were asked of all survey respondents who said they had gambled in the prior
12 months. The measures included:

e Seven items from the GABS-23 (Bouju et al., 2014) (designed to measure the
incentive aspect of gambling) (GABS-7)

e Problem Gambling Severity Index (PGSI) (measures degree of problem
gambling severity in the general population) (Ferris & Wynne, 2001)

GABS-7

The GABS-23 measures gambling-related beliefs, emotions and attitudes among
problem and non-problem gamblers (Breen & Zuckerman, 1999). Gamblers with higher
GABS scores do not see gambling as a social and leisure activity and place a great
deal of emphasis on luck and “magical thinking” when gambling (Bouju et al., 2014).
Seven questions from the scale were included in the survey in order to estimate the
evolution of the incentive aspect of gambling and thus attempt to measure difficulties
around gambling that might not be captured by the PGSI, which is designed to
measure problem gambling(GABS-7) %

The following questions were asked of all respondents who had gambled in the prior 12
months. In each case respondents were asked whether they strongly agreed, agreed,
disagreed, or strongly disagreed with each statement.

* Gambling makes me feel really alive.
e | don'tlike to quit when I'm losing.

* If you have never experienced the excitement of making a big bet, you have
never really lived.

* | have carried a lucky charm when | gambled.

» | feel angry when | lose at gambling.

e If | were feeling down, gambling would probably pick me up.
* If | have lost my bets recently, my luck is bound to change.

Scores range from 0 to 21 with higher scores indicating greater difficulties around
gambling. GABS-7 is treated as a continuous variable for purposes of analyses (R. H.
Heck, personal communication, August 21, 2015).

 These seven were chosen because including the full 23-item scale would have made the survey too long; these items
fall within the subscales, ‘emotions’, ‘chasing’ and ‘luck’ (Bouju, et al. 2013) deemed most relevant for the research
guestion; and because these seven questions loaded highly on the single underlying factor (Breen & Zuckerman 1999).
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The graph below presents a comparison of LPMs and non-LPMs on GABS-7 across
waves, without controlling for any other variables. This figure shows that LPMs
consistently had higher scores on the GABS-7 than did non-LPMs. The gap is
approximately 1.25 points in waves 1 and 3 and approximately 0.75 points in wave 2,
on the O to 21 scale.

Figure 6.4: GABS-7 score by LPM status
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Estimates of fixed and random effects from the final mixed effects model are
summarised in the tables below. Note that this model is a mixed-effects linear
regression model. Estimates are thus coefficients.

The key finding is that LPM status is significantly related to GABS-7 score,
controlling for the other variables. A person who is a loyalty program member has on
average a GABS-7 score 0.50 points higher than someone who is not a loyalty
program member when the effects of time, gender, age, main activity, household and
personal income, PGSI score, gambling frequency, and the interactions between these
predictor variables and time are held constant (at the middle time-point).

Other variables that predict GABS-7 score include PGSI score and gambling
frequency. Controlling for the other predictor variables, as a person’s PGSI score
increases by one point their GABS-7 score increases 0.37 points (p <.001); and as a
person spends ten more occasions per year gambling their GABS-7 score increases
0.03 points (p =.020).

Table 6.20: Estimates of Fixed Effects — GABS-7 Scores

95% Confidence

Interval
Std. Lower Upper
Parameter Coef. Error Sig. Bound Bound
Time -0.19 0.15 0.211 -0.49 0.11
Gender -0.29 0.18 0.115 -0.65 0.07
Age -0.03 0.06 0.641 -0.15 0.09
Main activity 0.01 0.22 0.958 -0.41 0.44
HH income -0.03 0.06 0.638 -0.14 0.09
Personal income -0.01 0.06 0.898 -0.14 0.12
PGSl score 0.37 0.02 <0.001 0.33 0.40
Gambling freq 0.03 0.01 0.020 0.01 0.06
LPM status 0.50 0.15 0.001 0.21 0.78
Gender x Time 0.15 0.14 0.286 -0.13 0.43
Age x Time 0.02 0.05 0.650 -0.08 0.12
Main activity x Time 0.21 0.20 0.282 -0.18 0.61
HH income x Time -0.03 0.05 0.607 -0.13 0.08
Pers income x Time 0.06 0.06 0.321 -0.06 0.17
PGSI x Time 0.01 0.02 0.526 -0.02 0.04
Gambling freq x Time -0.01 0.01 0.574 -0.03 0.02
LPM status x Time -0.08 0.14 0.558 -0.35 0.19

Dependent Variable: GABS-7

Table 6.21: Estimates of Random Effects — GABS-7 Scores

95% Confidence

Interval
Std. Lower Upper
Parameter Estimate Error Bound Bound
Intercept 1.95 .083 1.79 2.12

Dependent Variable: GABS-7
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PGSl score

The PGSI comprises a subset of items from the Canadian Problem Gambling Inventory
(CPGI). This instrument was constructed specifically to measure problem gambling in
the general population (as opposed to in a clinical sample). The PGSI consists of nine
items, four of which assess problem gambling behaviours and five that assess adverse
consequences of gambling. The PGSI is generally regarded as a valid and reliable
measure (Holtgraves, 2009; Currie, Hodgins, & Casey, 2013; Wynne, 2003) and has
been widely used in Australian gambling research (Storer, Abott, & Stubs, 2009;
Gainsbury et al., 2014). Scores range from 0 to 27 with higher scores indicating greater
risk of problem gambling.

From the PGSI, the following categories of risk have been defined (Ferris & Wynne,
2001):

* Score of 0 = Non-problem gambling

* Score of 1-2 = Low level of problems with few or no identified negative
consequences (“low-risk”)

* Score of 3-7 = Moderate risk of problems leading to some negative
consequences (“moderate-risk”)

e Score of 8-27 = Problem gambling with negative consequences and a possible
loss of control (“problem gambling” or PG)
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Comparing PGSI scores of LPMs and non-LPMs over time without controlling for any
other variables indicates that loyalty program members have higher PGSI scores — on
average approximately 3.3 versus 2.1 in wave 1, 2.7 versus 2.3 in wave 2 and 2.7
versus 2.1 in wave 3. These results place LPMs on average between the “low” and
“moderate-risk” PGSI categories, as compared with the high end of the “low-risk”
category for non-LPMs.

Figure 6.5: PGSI score by LPM status
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Estimates of fixed and random effects from the final mixed effects model are
summarised in the tables below. Note that this model is a mixed-effects logistic
regression model. Estimates are thus odds-ratios. The outcome variable (PGSI_dichot)
consists of two categories: scores of 0 to 2 on the PGSI (representing non-problem and
low-risk gambling) and 3 to 27 (representing moderate-risk and problem gambling).
This variable will be referred to as “PGSI category”.
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The key finding is that LPM status is significantly related to PGSI category,
controlling for the other variables. A person who is a loyalty program member has 2.68
times the odds of being a moderate-risk or problem gambler as compared with a non-
LPM (p= .001) when the effects of time, gender, age, main activity, household and
personal income, gambling frequency, and the interactions between these predictor
variables and time are held constant (at the middle time-point)®.

Other variables that predict PGSI category include age and gambling frequency.
Controlling for the other predictor variables, as a person’s age increases by ten years
they have 0.51 times the odds of being a moderate-risk or problem gambler (p <
0.001); and as a person spends ten more occasions per year gambling they have 1.29
times the odds of being a moderate-risk or problem gambler (p <.001).

Table 6.22: Estimates of Fixed Effects — PGSI_dichot

95% Confidence

Interval

Odds Std. Lower Upper
Parameter Ratio Error Sig. Bound Bound
Time 0.99 0.30 0.969 0.55 1.78
Gender 0.77 0.28 0.469 0.38 1.56
Age 0.51 0.07 <0.001 0.39 0.65
Main activity 0.89 0.37 0.775 0.39 2.00
HH income 0.83 0.09 0.088 0.67 1.03
Personal income 0.96 0.12 0.772 0.76 1.23
Gambling freq 1.29 0.04 <0.001 1.21 1.37
LPM status 2.68 0.79 0.001 1.51 4.76
Gender x Time 0.70 0.19 0.196 0.41 1.20
Age x Time 1.07 0.10 0.492 0.89 1.29
Main activity x Time 0.90 0.34 0.780 0.43 1.90
HH income x Time 1.03 0.10 0.740 0.86 1.24
Pers income x Time 0.89 0.10 0.266 0.72 1.10
LPM status x Time 0.89 0.23 0.650 0.53 1.48

Dependent Variable: GAMBFREQ: Times gambled past 12 mos.

Note: Gambling freq x Time omitted from model due to lack of model convergence

Table 6.23: Estimates of Random Effects — PGSI_dichot

95% Confidence

Interval
Std. Lower Upper
Parameter Estimate Error Bound Bound
Intercept 3.42 .265 2.94 3.98

Dependent Variable: PGSI_dichot (0-2; 3-27)

%% Note that the interaction variable, gambling freq x Time has been omitted from the model. This was due to a lack of
model convergence when this variable was included.
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6.4.5 Do loyalty programs result in reduced feelings of control around
gambling?

Another potential impact of loyalty programs is that they result in reduced feelings of
control around gambling. Despite intentions to limit gambling, the incentive provided by
LPs to increase points or attain rewards the more one gambles may override these
good intentions.

Survey respondents who had gambled within the prior 12 months were asked several
guestions specifically about control around gambling:

* For each statement, please tell me if you strongly agree, agree, disagree, or
strongly disagree: | could stop gambling for weeks without feeling the need to
gamble; | could cut down easily on my gambling®

* On how many days in the past 12 months did you binge on gambling — that is,
spend a significantly larger than usual amount in a shorter than usual period of
time??’

%% These questions were developed through discussions with our problem gambling topic expert, Dr Damien Brevers,
and asked along with the seven items from the GABS-23.

%" This question is from the Victorian Gambling Study questionnaire, Q.17_10 (State of Victoria, Department of Justice
2011).
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Ability to control gambling

Respondents who had gambled in the prior 12 months were asked the extent to which
they agreed or disagreed with the following two statements:

* | could stop gambling for weeks without feeling the need to gamble

* | could cut down easily on my gambling

Responses to the questions were combined to create a scale ranging from O to 6, with
higher scores indicating greater difficulties (i.e. less belief in an ability to control
gambling).

The below figure presents the difference in scores between LPMs and non-LPMs
across waves. The gap is approximately 0.35 points in wave 1, decreases slightly in
wave 2, and then increases somewhat in wave 3. LPMs had scores of approximately
1.62, 1.65 and 1.57 across the three waves, compared with scores of 1.25, 1.38 and
1.30 for non-LPMs.

Figure 6.6: CONTROL score by LPM status
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Estimates of fixed and random effects from the final mixed effects model are
summarised in the tables below. Note that this model is a mixed-effects logistic
regression model. Estimates are thus odds-ratios. The outcome variable
(CONTROL_dichot) consists of two categories: scores of 0 to 2, and 3 to 6; the second
category thus represents disagreement with at least one of the two questions about
ability to control gambling. We will refer to the first category as the “more control”
category, and the second category as the “less control” category.

The key finding is that LPM status is not significantly related to feelings of ability
to control one’s gambling, holding the other variables constant. A person who is a
loyalty program member has 0.98 times the odds of having less control as compared
with a non-LPM (p =.930) when the effects of time, gender, age, main activity,
household and personal income, gambling frequency, and the interactions between
these predictor variables and time are held constant (at the middle time-point).

Other variables that predict less control, besides time, include age, PGSI score and
gambling frequency. Holding the other predictor variables constant, as a person’s age
increases by ten years they have 1.30 times the odds of having less control (p =.018);
as a person’s PGSI score increases by one point they have 1.54 times the odds of
having less control (p <.001); and as a person spends ten more occasions per year
gambling they have 1.08 the odds of having less control (p <.001).

Table 6.24: Model 4.2: Fixed Effects (CONTROL_dichot)

95% Confidence

Interval
Odds Std. Lower Upper
Parameter Ratio Error Sig. Bound Bound
Time 1.81 0.58 0.063 0.97 3.39
Gender 0.81 0.24 0.474 0.45 1.45
Age 1.30 0.14 0.018 1.04 1.61
Main activity 0.96 0.37 0.913 0.45 2.03
HH income 0.95 0.11 0.629 0.76 1.18
Personal income 1.17 0.15 0.211 0.92 1.49
PGSI score 1.54 0.06 <0.001 1.42 1.67
Gambling freq 1.08 0.02 <0.001 1.04 1.13
LPM status 0.98 0.26 0.930 0.58 1.65
Gender x Time 0.65 0.19 0.138 0.37 1.15
Age x Time 1.15 0.12 0.195 0.93 1.41
Main activity x Time 0.79 0.32 0.556 0.35 1.75
HH income x Time 1.00 0.11 0.972 0.80 1.25
Pers income x Time 1.01 0.13 0.925 0.79 1.29
PGSI score x Time 1.02 0.03 0.615 0.96 1.08
Gambling freq x Time 1.01 0.02 0.668 0.97 1.05
LPM status x Time 0.61 0.18 0.089 0.35 1.08

Dependent variable: CONTROL. Ability to stop or reduce gambling
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Table 6.25: Estimates of Random Effects — CONTROL

95% Confidence

Interval
Std. Lower Upper
Parameter Estimate Error Bound Bound
Intercept 1.84 .292 1.34 2.51

Dependent variable: CONTROL. Ability to stop or reduce gambling
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Binge gambling

We first examine the association between LPM and number of days binged on
gambling. The figure below is a summary of difference across waves in binge gambling
between LPMs and non-LPMs. The figure shows that non-LPMs report fewer days of
binge gambling at wave 1 as compared with LPMs — about 2.65 days in the prior 12
months versus about 3.65 days, respectively. However, in waves 2 and 3 the two
groups are almost identical, with around 3 days binge gambling in wave 2 and 3.4 days
in wave 3. Part of the reason for this lack of difference in waves 2 and 3 may have to
do with the higher attrition rate of problem gamblers from wave 1 to wave 2.

Figure 6.7: Mean number of days binged past 12 months by LPM status
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Estimates of fixed and random effects from the final mixed effects model are
summarised in the tables below. Note that this model is a mixed-effects logistic
regression model. Estimates are thus odds-ratios. The outcome variable (BINGE)
consists of two categories: 0 days of bingeing in past 12 months and 1 or more days of
bingeing in past 12 months.

The key finding is that a person who is a loyalty program member has 1.33 times
the odds (at the middle time-point) of bingeing on gambling, controlling for the
other variables, but this associations does not reach our established threshold for
statistical significance (p =.176).

Other variables that predict bingeing include personal income, PGSI score and
gambling frequency. Controlling for the other predictor variables, as a person’s
personal income increases by one category they have 1.20 times the odds of bingeing
(p =.046); as a person’s PGSI score increases by one point they have 1.89 times the
odds of bingeing (p <.001); and as a person spends 10 more occasions per year
gambling they have 1.04 the odds of bingeing (p <.001).

Table 6.26: Estimates of Fixed Effects — Days Binged

95% Confidence

Interval
Odds Std. Lower Upper
Parameter Ratio Error Sig. Bound Bound
Time 0.73 0.18 0.207 0.45 1.19
Gender 0.74 0.17 0.194 0.47 1.17
Age 0.93 0.08 0.379 0.79 1.09
Main activity 0.93 0.29 0.817 0.51 1.70
HH income 0.98 0.08 0.755 0.84 1.14
Personal income 1.20 0.11 0.046 1.00 1.43
PGSl score 1.89 0.10 <0.001 1.70 2.11
Gambling freq 1.04 0.02 0.042 1.00 1.08
LPM status 1.33 0.28 0.176 0.88 2.00
Gender x Time 1.31 0.30 0.241 0.84 2.05
Age x Time 1.21 0.10 0.021 1.03 1.42
Main activity x Time 1.12 0.36 0.716 0.60 2.11
HH income x Time 1.01 0.08 0.923 0.86 1.18
Pers income x Time 1.02 0.09 0.818 0.85 1.22
PGSI x Time 1.11 0.05 0.021 1.02 1.21
Gambling freq x Time 0.97 0.02 0.165 0.93 1.01
LPM status x Time 1.06 0.23 0.799 0.69 1.63

Dependent Variable: BINGE: Days binged on gambling past 12 mos.

Table 6.27: Estimates of Random Effects — Days Binged

95% Confidence

Interval
Std. Lower Upper
Parameter Estimate Error Bound Bound
Intercept 1.55 .225 1.16 2.06

Dependent Variable: BINGE: Days binged on gambling past 12 mos.
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6.4.6 Do loyalty programs reward “loyalty” or create “incentive”?

LPs may increase people’s venue loyalty (i.e. gamblers visit venues where they hold
LPMs rather than venues where they do not). They may also create incentive (i.e.
encourage gamblers to gamble more money and/or gamble for longer than they would
without a membership). It is also possible that LPs induce both — gamblers visit venues
where they hold loyalty programs more than they would otherwise and also spend
more money or time gambling in total than they would otherwise. We have already
established that LPs are associated with “incentive” — that LPMs spend more money
and time gambling than do non-LPMs. Next we examine whether LPs are also
associated with venue “loyalty”.

In the survey, we ask people who have played EGMs within the past 12 months at how
many different venues they played EGMs; we also ask them at how many venues they
hold LPMs. People who are “perfectly loyal” should play EGMs at the same number of
venues where they hold LPMs. We can therefore calculate a “loyalty score” for
respondents who are members of at least one LP. The table below shows that mean
loyalty score among LPMs is 0.58; this equates approximately to being a LPM at three
venues but playing EGMs at five venues. Over one-third of LPM survey respondents
(34.7%) had a loyalty score of 1.0, indicating perfect loyalty. These perfectly loyal
respondents reported playing EGMs at between 1 and 60 venues in the prior 12
months (data not shown).

Table 6.28: Venue loyalty score (means) at each wave - LPMs

95% Confidence Interval for Mean

Wave N Mean Std. Deviation  Std. Error Lower Bound Upper Bound
1 523 0.55 0.35 0.02 0.02 1.00
2 357 0.61 0.34 0.02 0.01 1.00
3 320 0.60 0.34 0.02 0.02 1.00
Total 1200 0.58 0.34 0.01 0.01 1.00

For people who are not LPMs, however, we cannot calculate a “loyalty score” and
therefore this statistic cannot be used to compare LPMs and non-LPMs. However, if
indeed LPM induces venue loyalty, we would expect that, all else being equal, LPMs
should play EGMs at fewer venues than do non-LPMs.
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We first present a comparison of average number of venues where respondents played
EGMs by LPM status, without controlling for other factors. It appears that it is LPMs,
rather than non-members, who play EGMs at a greater number of venues. From the
figure below we see that LPMs play EGMs on average at slightly fewer than seven
venues at wave 1, approximately five venues at wave 2, and between four and five
venues at wave 3. In comparison, the number of venues for non-LPMs are between
three and four, three, and slightly fewer than three venues, across the three waves.

Figure 6.8: Mean number of venues played pokies past 12 months by LPM status
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However, this result may be due to the fact that LPMs gamble more than do non-LPMs.
We therefore include all of the predictor variables in the model, including both gambling
frequency and PGSI score. Estimates of fixed and random effects from the final mixed
effects model are summarised in the tables below. Note that this model is a mixed-
effects logistic regression model. Estimates are thus odds-ratios. The outcome
variable, NUMVEN, consists of two categories: 0 to 1 venues, and 2 or more venues.

The key finding is that LPM status is significantly related to number of venues (p <
.001), but in the opposite direction than expected. Rather than being associated with
a smaller number of venues where one plays EGMs, being a member of a LP
appears to be associated with a larger number of venues, even taking into account
gambling frequency and the other predictor variables. A person who is a loyalty
program member has 2.67 times the odds (at the middle time-point) of playing the
pokies at more than one venue as compared with a non-LPM, controlling for the other
variables.

Other variables that predict playing at more than one venue include age, PGSI score
and gambling frequency. Controlling for the other predictor variables, as a person’s
age increases by 10 years they have 0.83 times the odds of playing EGMs at more
than one venue (p =.017); as a person’s PGSI score increases by one point they have
1.12 times the odds of playing at more than one venue (p <.001); and as a person
spends 10 more occasions per year gambling they have 1.09 the odds of playing at
more than one venue (p <.001).

Table 6.29: Estimates of Fixed Effects — Number of Venues

95% Confidence

Interval
Odds Std. Lower Upper
Parameter Ratio Error Sig. Bound Bound
Time 1.05 0.21 0.819 0.71 1.55
Gender 0.91 0.19 0.654 0.60 1.37
Age 0.83 0.06 0.017 0.72 0.97
Main activity 0.92 0.24 0.761 0.55 1.54
HH income 1.02 0.07 0.819 0.89 1.16
Personal income 1.03 0.08 0.703 0.89 1.20
PGSl score 1.12 0.03 <0.001 1.06 1.19
Gambling freq 1.09 0.02 <0.001 1.04 1.14
LPM status 2.67 0.50 <0.001 1.86 3.85
Gender x Time 0.89 0.17 0.557 0.61 1.31
Age x Time 1.03 0.07 0.700 0.89 1.18
Main activity x Time 1.32 0.35 0.302 0.78 2.21
HH income x Time 1.02 0.07 0.749 0.89 1.17
Pers income x Time 0.96 0.07 0.569 0.82 1.11
PGSI score x Time 1.00 0.03 0.917 0.95 1.06
Gambling freq x Time 0.98 0.02 0.485 0.94 1.03
LPM status x Time 0.76 0.14 0.141 0.53 1.09

Dependent variable: NUMVEN: Number of venues where played pokies past 12 mos.
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Table 6.30: Estimates of Random Effects — Number of Venues

95% Confidence

Interval
Std. Lower Upper
Parameter Estimate Error Bound Bound
Intercept 1.71 181 1.39 2.11

Dependent variable: NUMVEN: Number of venues where played pokies past 12 mos.
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6.4.7 Do “high success” loyalty programs result in more money spent

HSLPs

gambling?

It is likely that some types of gambling loyalty programs have greater impact on
gambling behaviours than others. Based on the findings from the literature review, we
know that particular components of loyalty programs may be more “successful” than
others. We now investigate whether these “higher success” loyalty programs are
associated with higher levels of spending, more time spent gambling, and increased
risk of problem gambling. Respondents included in this analysis consist of those who
are LPMs.

A HSLP variable was computed from survey questions asking about various
components of participants’ LPs. Respondents who were members of more than one
LP were asked about the one they use most to play EGMs. Details of this calculation
are included in the Appendix. HSLP scores range from 0 to 8, with higher scores
indicating more “successful” LPs.

“Higher success” LPs included the following attributes:

When signed up, received information on how to get points; how many points
you need to get rewards; and what kinds of rewards you could get

When signed up, received both points and other rewards right away
Receive communications connected to the loyalty program at least monthly

These communications include a summary of points or tier level; coupons;
information about special deals on meals or other non-gambling activities;
special deal on gambling (e.g. extra points; additional cash back); chance to win
prize draws or information about prize draws; and information about special
events or other events at the venue

LP has tiers
LP involves accruing points which can be turned in for rewards

LP includes the following types of rewards: food or meals; non-alcoholic drinks;
alcoholic drinks; cash, gambling credits; gift cards; prizes; venue
shop/merchandise; entertainment; accommodation; special treatment by staff;
free or discounted parking; and something else (specified by respondent)
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In order to compare “low success” LPs with “high success” programs on the outcome
variables of interest, scores below the mean HSLP score (3.01) were assigned to the
“low” group and those above the mean were assigned to the “high” group.?® Below is a
figure showing average gambling expenditure across waves for these two groups. The
results are interesting if somewhat difficult to explain. At wave 1, gambling expenditure
was somewhat higher for people with “high success” LPs — about $135 spent on last
gambling occasion as compared with approximately $115 for those belonging to a “low
success” LP. In wave 2, however, these positions reversed. In wave 3 they reversed
again, with the “high” group spending around $170 and the “low” group about $80.

Figure 6.9: Amount spent on gambling on last gambling occasion by HSLP
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Estimates of fixed and random effects from the final mixed effects model are
summarised in the tables below. Note that this model is a mixed-effects Poisson
regression model. Estimates are thus IRRs.

The key finding is that being a member of a “higher success” LP does not appear
to greatly increase the odds of spending more money on a single gambling
occasion, controlling for the other variables. As a person’s HSLP score moves up one
point, they spends on average 0.99 times the amount on gambling (p=.005) per
gambling occasion when the effects of time, gender, age, main activity, household and
personal income, PGSI score, gambling frequency, and the interactions between these
predictor variables and time are held constant (at the middle time-point). Although the
test of significance meets our threshold, the size of the IRR is very close to 1.0 and
thus there appears to be little substantive association.

%8 No score was exactly 3.01.

189
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All of the other predictor variables included in the model are also associated with
amount spent gambling (p <.05). Those of substantive significance, other than time,
include gender, age, main activity, household income and PGSI score. Controlling
for the other predictor variables, which now include HSLP instead of LP status, women
spend an average of 0.63 times less money gambling on a single occasion as
compared with men (p <.001); as a person’s age increases by 10 years they spend
0.86 times less money on gambling (p < 0.001); people who are unemployed or retired
spend 0.86 times less than people whose main activity is working, studying or
performing home duties (p <.001); as people’s households move up an income
category they spend 0.87 times less money gambling (p < 0.001); and as a person’s
PGSI score increases by one point they spend 1.14 times more money gambling (p
<.001).

Table 6.31: Estimates of Fixed Effects — Gambling Expenditure and Impact of HSLP

95% Confidence

Interval
Estimate Std. Lower Upper
Parameter (IRR) Error Sig. Bound Bound
Time 1.16 0.01 <0.001 1.13 1.18
Gender 0.63 0.07 <0.001 0.51 0.77
Age 0.86 0.03 <0.001 0.81 0.92
Main activity 0.86 0.03 <0.001 0.80 0.92
HH income 0.87 0.01 <0.001 0.86 0.89
Personal income 0.98 0.01 0.006 0.96 0.99
PGSl score 1.14 0.00 <0.001 1.14 1.15
Gambling freq 1.02 0.00 <0.001 1.02 1.02
HSLP 0.99 0.00 0.005 0.98 1.00
Gender x Time 0.95 0.01 <0.001 0.93 0.97
Age x Time 0.97 0.00 <0.001 0.96 0.98
Main activity x Time 0.72 0.01 <0.001 0.70 0.75
HH income x Time 0.93 0.00 <0.001 0.92 0.94
Pers income x Time 1.07 0.01 <0.001 1.06 1.08
PGSl score x Time 0.98 0.00 <0.001 0.98 0.99
Gambling freq x Time 1.02 0.00 <0.001 1.01 1.02
HSLP x Time 0.97 0.00 <0.001 0.97 0.98

Dependent Variable: GAMBSPEND: Amount spent on gambling last occasion (Ss)

Table 6.32: Estimates of Random Effects — Gambling Expenditure and Impact of HSLP

95% Confidence

Interval
Std. Lower Upper
Parameter Estimate Error Bound Bound
Intercept 1.18 .038 1.11 1.26

Dependent Variable: GAMBSPEND: Amount spent on gambling last occasion ($s)
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6.4.8 Do “high success” loyalty programs result in more time spent gambling?

We next turn to the question of whether “high success” LPs are associated with more
time spent gambling. The figure below comparing “low success” LPs with “high
success” programs on time spent gambling are again interesting if somewhat
unexpected.

At wave 1, time usually spent gambling was actually slightly higher for people
belonging to “low success” LPs — about 2.1 hours (2 hours 6 min) compared with just
under 2 hours for the respondents belonging to a “low success” LP. In wave 2 the lines
cross so that people who belong to “high success” and “low success” LPs spend about
the same amount of time gambling (approximately 1.75 hours, or 1 hour 45 min). In
wave 3, however, respondents who below to “high success” LPs report a higher
average time spent gambling as compared with those who belong to “low success” LPs
—around 1.6 hours (1 hour 36 min) as compared with about 1.2 hours (1 hour 12 min),
although both figures have dropped from prior waves.

Figure 6.10: Amount of time usually spent gambling by HSLP
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Estimates of fixed and random effects from the final mixed effects model are
summarised in the tables below. Note that this model is a mixed-effects Poisson
regression model. Estimates are thus IRRs.

The key finding is that being a member of a “higher success” LP is significantly
associated with time spent gambling, controlling for the other variables. As a
person’s HSLP score moves up one point, they spend on average 1.05 times the
amount of time gambling (p =.044) when the effects of time, gender, age, main activity,
household and personal income, PGSI score, gambling frequency, and the interactions
between these predictor variables and time are held constant (at the middle time-point).

The other variable (other than time) that predicts amount of time spent gambling is
PGSI score. Controlling for the other predictor variables, as a person’s PGSI score
increases by one point they spend 1.04 times the amount of time spent gambling (p
<.001).

Table 6.33: Estimates of Fixed Effects — Time Spent Gambling and Impact of HSLP

95% Confidence

Interval
Estimate Std. Lower Upper
Parameter (IRR) Error Sig. Bound Bound
Time 0.75 0.06 0.001 0.64 0.88
Gender 1.14 0.09 0.116 0.97 1.34
Age 1.06 0.03 0.069 1.00 1.12
Main activity 1.13 0.13 0.273 0.91 1.40
HH income 1.01 0.03 0.732 0.95 1.07
Personal income 1.05 0.03 0.109 0.99 1.12
PGSl score 1.04 0.01 <0.001 1.03 1.06
Gambling freq 1.00 0.01 0.411 0.99 1.01
HSLP 1.05 0.03 0.044 1.00 1.10
Gender x Time 1.06 0.09 0.492 0.90 1.24
Age x Time 0.98 0.03 0.495 0.92 1.04
Main activity x Time 0.96 0.11 0.754 0.77 1.21
HH income x Time 0.95 0.03 0.124 0.89 1.01
Pers income x Time 1.08 0.04 0.023 1.01 1.16
PGSl score x Time 1.02 0.01 0.050 1.00 1.03
Gambling freq x Time 1.01 0.01 0.334 0.99 1.02
HSLP x Time 1.04 0.03 0.117 0.99 1.10

Dependent Variable: GAMBTIME: Amount of time usually spent gambling past 12 mos. (hours)

Table 6.34: Estimates of Random Effects — Time Spent Gambling and Impact of HSLP

95% Confidence

Interval
Std. Lower Upper
Parameter Estimate Error Bound Bound
Intercept 0.51 .035 0.44 0.58

Dependent Variable: GAMBTIME: Amount of time usually spent gambling past 12 mos. (hours)
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6.4.9 Do “high success” loyalty programs result in increased gambling risk?

Finally, we investigate whether “high success” LPs are associated with increased
gambling risk as measured by the PGSI. The figure below compares “low success” LPs
with “high success” programs on PGSI score. The results show that individuals who
belong to “higher success” LPs on average have higher PGSI scores in waves 1 and 2
than do people who belong to “lower success” LPs, but the reverse is true in wave 3.
The differences in PGSI scores at each time point range from approximately 0.2 to 0.5
on the 27-point PGSI, suggesting quite small differences.

Figure 6.11: Mean PGSI score by HSLP
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Estimates of fixed and random effects from the final mixed effects model are
summarised in the tables below. Note that this model is a mixed-effects logistic
regression model because the PGSI outcome variable has been coded into two
categories based on PGSI score: 0-2 (non-problem and low-risk gamblers) and 3-27
(moderate-risk and problem gamblers). Estimates are thus odds-ratios.

The key finding is that being a member of a “higher success” LP is not
significantly associated with PGSI category, controlling for the other variables. As a
person’s HSLP score moves up one point, they have 1.21 times the odds of being a
moderate-risk or problem gambler when the effects of time, gender, age, main activity,
household and personal income, gambling frequency, and the interactions between
these predictor variables and time are held constant (at the middle time-point).
However, this result in not statistically significant (p = .118).

Variables that predict PGSI category include age and gambling frequency.
Controlling for the other predictor variables, as a person’s age increases by 10 years
they have 0.58 times the odds of being a moderate-risk or problem gambler (p =
0.001); and as a person spends 10 more occasions per year gambling they have 1.23
times the odds of being a moderate-risk or problem gambler (p <.001).

Table 6.35: Estimates of Fixed Effects — PGSI Score and Impact of HSLP

95% Confidence

Interval

Odds Std. Lower Upper
Parameter Ratio Error Sig. Bound Bound
Time 0.75 0.25 0.390 0.39 1.45
Gender 1.23 0.56 0.657 0.50 3.01
Age 0.58 0.10 0.001 0.42 0.80
Main activity 0.59 0.33 0.343 0.19 1.77
HH income 0.81 0.12 0.164 0.60 1.09
Personal income 0.94 0.15 0.691 0.68 1.29
Gambling freq 1.23 0.04 <0.001 1.15 1.32
HSLP 1.21 0.14 0.118 0.95 1.52
Gender x Time 0.74 0.26 0.392 0.37 1.48
Age x Time 1.00 0.13 0.997 0.78 1.28
Main activity x Time 1.42 0.73 0.497 0.52 3.89
HH income x Time 1.07 0.14 0.584 0.83 1.39
Pers income x Time 0.91 0.13 0.521 0.69 1.20
HSLP x Time 0.84 0.10 0.116 0.67 1.05

Dependent Variable: PGSI_dichot (0-2; 3-27)

Note: Gambling freq x Time omitted from the model due to lack of model convergence with its inclusion

% Note that the interaction variable, gambling freq x Time has been omitted from the model. This was due to a lack of
model convergence when this variable was included.
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Table 6.36: Estimates of Random Effects — PGSI Score and Impact of HSLP

95% Confidence

Interval
Std. Lower Upper
Parameter Estimate Error Bound Bound
Intercept 3.42 .370 2.76 4.22

Dependent Variable: PGSI_dichot (0-2; 3-27)

Overall, therefore, based on the results of the three-wave longitudinal telephone survey
of people with at least an interest in playing EGMS, we can conclude the following
regarding the impact of gambling loyalty programs on gambling behaviours:

LPM status is significantly related to gambling expenditure, controlling for the
other variables. A person who is a loyalty program member spends on average 1.37
times more than a non-LPM (p< .001) per gambling occasion when the effects of time,
gender, age, main activity, household and personal income, PGSI score, gambling
frequency, and the interactions between these predictor variables and time are held
constant (at the middle time-point).

LPM status is significantly related to time spent gambling, controlling for the other
variables. A person who is a loyalty program member spends on average 1.23 times
more hours gambling than does a non-LPM (p< .001) when the effects of time, gender,
age, main activity, household and personal income, PGSI score, gambling frequency,
and the interactions between these predictor variables and time are held constant (at
the middle time-point).

LPM status is significantly related to gambling frequency, controlling for the other
variables. A person who is a loyalty program member gambles on average 1.27 times
as frequently as a non-LPM (p< .001) when the effects of time, gender, age, main
activity, household and personal income, PGSI score, and the interactions between
these predictor variables and time are held constant (at the middle time-point).

LPM status is significantly related to PGSI category, controlling for the other
variables. A person who is a loyalty program member has 2.68 times the odds of being
a moderate-risk or problem gambler as compared with a non-LPM (p=.001) when the
effects of time, gender, age, main activity, household and personal income, gambling
frequency, and the interactions between these predictor variables and time are held
constant (at the middle time-point)

LPM status is significantly related to GABS-7 score, controlling for the other
variables. A person who is a loyalty program member has on average a GABS-7 score
0.50 points higher than someone who is not a loyalty program member when the
effects of time, gender, age, main activity, household and personal income, PGSI
score, gambling frequency, and the interactions between these predictor variables and
time are held constant (at the middle time-point).

LPM status is not significantly related to feelings of ability to control one’s
gambling, holding the other variables constant. A person who is a loyalty program
member has 0.98 times the odds of having less control as compared with a non-LPM
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(p =.930) when the effects of time, gender, age, main activity, household and personal
income, gambling frequency, and the interactions between these predictor variables
and time are held constant (at the middle time-point).

LPM status may be associated with binge gambling, holding the other variables
constant. A person who is a loyalty program member has 1.33 times the odds (at the
middle time-point) of bingeing on gambling, controlling for the other variables, but this
association does not reach our established threshold for statistical significance (p
=.176).

Whereas loyalty program membership is associated with incentive to gamble (as
measured by time/money spent gambling and gambling frequency), LPM does not
appear to be associated with venue loyalty, as measured by humber of venues
where gamblers gamble. Rather than being associated with a smaller number of
venues where one plays EGMs, being a member of a LP appears to be
associated with a larger number of venues, even taking into account gambling
frequency and the other predictor variables. A person who is a loyalty program member
has 2.67 times the odds (at the middle time-point) of playing the pokies at more than
one venue as compared with a non-LPM, controlling for the other variables.

Being a member of a “higher success” LP is not associated with gambling
expenditure, controlling for the other variables. As a person’s HSLP score moves up
one point, they spends on average 0.99 times the amount on gambling per gambling
occasion when the effects of time, gender, age, main activity, household and personal
income, PGSI score, gambling frequency, and the interactions between these predictor
variables and time are held constant (at the middle time-point).

Being a member of a “higher success” LP is associated with time spent
gambling, controlling for the other variables. As a person’s HSLP score moves up one
point, they spend on average 1.05 times the amount of time gambling (p =.044) when
the effects of time, gender, age, main activity, household and personal income, PGSI
score, gambling frequency, and the interactions between these predictor variables and
time are held constant (at the middle time-point). However, the effect size is small.

Being a member of a “higher success” LP may be associated with PGSI
category, controlling for the other variables. As a person’s HSLP score moves up one
point, they have 1.21 times the odds of being a moderate-risk or problem gambler
when the effects of time, gender, age, main activity, household and personal income,
gambling frequency, and the interactions between these predictor variables and time
are held constant (at the middle time-point). However, this result in not statistically
significant (p =.118).
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These results are summarised in the table below.

Table 6.37: Main findings from longitudinal survey

Signif*in
expected
Outcome variable Predictor direction? Association
Money spent LPM YES 1.37 times
Time spent LPM YES 1.23 times
Gambling frequency LPM YES 1.27 times
PGSl score LPM YES 2.68 times the odds
GABS-7 score LPM YES 0.50 points higher
Perceived control LPM YES 0.98 times the odds
Binge gambling LPM NO 1.33 times the odds
Venue loyalty LPM NO 2.67 times the odds (opposite direction)
Money spent HSLP NO 0.99 times
Time spent HSLP YES 1.05 times
PGSl score HSLP NO 1.21 times the odds

*p <.05
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6.5 Discussion

The purpose of the longitudinal survey was to gather data on LPM and gambling
behaviours and attitudes over time to better understand the relationship between these
variables both within and between individuals. Ideally we would like to test whether
LPM causes changes in gambling behaviours. Survey data, however, cannot prove
causation. However, by controlling for factors other than LPM that we believe impact on
the outcome variables, as well as ensuring that data gathered about LPM status
temporally precedes data on the outcomes variables, we can provide evidence that
supports a contention of causation.

The results from the longitudinal survey indicate that loyalty programs are associated
with increased amount of money and time spent gambling, the frequency with which
one gambles, scores on the GABS-7 which measures feelings around incentive to
gamble, and PGSI category which measures problem gambling risk, holding a number
of demographic and other variables constant. Significantly, these associations remain
when PGSI score and gambling frequency are controlled for in the models for spending
on gambling, time spent gambling and GABS-7 models; when gambling frequency is
controlled for in the PGSI category model; and when PGSI score is controlled for in the
gambling frequency model.

The direction of the association is in the expected direction for binge gambling (odds-
ratio of 1.33) although the significance level does not meet our established threshold of
p <.05. Very few respondents, however, reported any bingeing, with 74% of those
asked reporting no days of gambling bingeing in the past 12 months. LPM does not
appear to be associated with feelings of control over one’s gambling; instead PGSI
score and gambling frequency are more important predictors. LPMs do not gamble at
fewer venues than non-LPMs as might be expected if LPs induce venue loyalty.
However, number of venues is only a proxy measure of loyalty. In any case, given that
the statistical outcome was both in the opposite direction and statistically significant,
this suggests that LPM does not increase venue loyalty to any great extent, regardless
of how this is measured.

Less clear is the association between “high success” LPs and gambling behaviours.
While higher success LPs are associated with more time spent gambling, the result
was in the expected direction but not statistically significant for PGSI category. There
was essentially no association between higher success LPs and money spent
gambling. Part of the explanation for these findings may be that many respondents
belonged to more than one LP, with 21.7% belonging to two or more, yet respondents
were asked details only about the LP they used most. This approach was chosen in
order to limit survey length and thus minimise respondent burden and maintain high
completion rates. However, it is likely that this dilutes the impact of any one LP. Other
possibilities for this mixed result regarding HSLPs are discussed in the overall study
discussion section.
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7 Study discussion

For many people, gambling is an enjoyable, recreational activity — a time to meet up
with friends, have a meal, and place a few bets. For a minority of people, however,
gambling causes problems, resulting in financial and psychological harm to the
gambler and their family and friends. Electronic gaming machines have been the focus
of much of this concern, as they are known to be particularly problematic for at-risk
gamblers (Productivity Commission 2010).

Some EGM venues offer loyalty programs to their patrons. Little is known about these
programs, however, including their prevalence, how they operate, or their impact on
gambling behaviours and risks. A key task of government is to design public policy in
such a way as to allow people to engage in enjoyable activities while at the same time
ensuring that they are not exposed to undue risk. The purpose of this research project
was to provide evidence regarding gambling loyalty programs at EGM venues in
Australia.

The research design, methodology and analyses were focused on answering the
following key research questions:

e What is the prevalence of LPs at EGM venues in Australia and how does this
differ by State/Territory and/or by type of venue (casino; club; pub/hotel)?

¢ What do these LPs consist of / how do they operate?

e How are these LPs marketed?

¢ What is the Australian and international evidence regarding impact of LPs —
both gambling LPs and more generally?

e Do LPs result in changes to gambling behaviours (i.e. money or time spent
gambling; gambling frequency; venue loyalty)?

e Do LPs result in increased risk of problem gambling?

¢ Do “higher success” LPs most encourage gambling activities / increase risk?

In order to provide comprehensive answers to the above questions, a total of four
studies were conducted:

1. An audit of 367 gambling loyalty programs at EGM venues across Australia
utilising a “mystery shopper” methodology

2. Aliterature review of the Australian and international literature on loyalty
programs’ efficacy and impact as relevant to gambling LPs

3. Six online discussion boards with loyalty program members, segmented by
PGSI category and primary venue type

4. A three-wave telephone survey with over 1,000 people with at least an interest
in playing EGMs
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7.1 Prevalence of LPs at EGM venues in Australia

Previously, the prevalence of gambling LPs in Australia and whether it differed by
State/Territory and/or type of venue was unknown. From the audit we know that
approximately 18% of EGM venues in Australia have loyalty programs, although this
figure varies greatly by State/Territory. Whereas a large majority of venues in
Tasmania offer LPs (74%), very few in NSW and the Northern Territory do so (10% and
9%, respectively). We also found that LPs are more common in larger venues and from
the survey we know that many gamblers play EGMs at more than one venue and
belong to more than one LP. Of survey respondents who had played EGMs in the prior
12 months, approximately 45% reported belonging to at least one LP and 22% said
they belonged to two or more. Of survey respondents who had played EGMs in the
prior 12 months but were not members of a LP, only approximately 3% said this was
because their venue does not have a LP. Therefore it appears that although overall a
relatively small percentage of EGM venues across Australia have LPs, their reach is
likely greater than the 18% figure would suggest.

7.2 Content and operation of Australian LPs

Based on findings from the audit, discussion boards, and survey, it appears that most
loyalty programs in Australia, similar to those discussed in the international literature,
operate on a points-based system, usually attached to a membership card that patrons
swipe at machines, upon entry to the venue, and/or when purchasing food or drinks.
About 85% of survey respondents, for example, said they accrue points with their LP
which they can then turn in for rewards. More than three-quarters of respondents who
accrue points with their LP said they can get points when they insert their card into
EGMs or when they present their card with other purchases, such as food, drinks, or
accommodation. Just under half said they can get points by swiping their card upon
entry to the venue.

Rewards offered across programs vary and are generally associated with redeeming
points for discounts/ vouchers to be used at the venue such as on meals and drinks
thus promoting further spend at the venue, redeeming points for prizes, earning
gambling credit, and earning entry into prize draws (mainly to win cash). More than half
of survey respondents said rewards included food or meals, alcoholic drinks or non-
alcoholic drinks; approximately one-half said prizes; and about one-third said gambling
credit. Approximately 20% of respondents stated they could get cash rewards through
their LP.

Many LPs appear to offer immediately rewards upon joining, particularly the casinos.
Approximately 35% of survey respondents said they received points or some other
reward immediately upon signing up for the LP. They also received a variety of
information upon joining. A majority of respondents said they received the following
information upon signing up for the LP: how to get points, how many points you need to
get rewards, and what kinds of rewards you could get. Just under half said they were
provided with a gambling help line or other information about where to get help with
gambling difficulties and responsible gambling messages. Approximately 10% of
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respondents said they received no information upon joining their LP. Several
discussion participants admitted that they did not really understand how their LP
worked, including how many points they accumulated for particular activities.

Most Australian LPs appear to fall well short of “best practice” LPs as determined from
the literature review. An examination of the frequency distribution of the HSLP variable,
for example, shows that the average LP of survey respondents received a score of just
3 onthe O to 7 scale, with no LPs receiving a score of 7, and just 1.2% had a score of 6
or higher.

7.3 Marketing of LPs

Compared with the LPs discussed in the international literature, the marketing of
gambling LPs in Australia does not appear to be particularly aggressive or
sophisticated. From the audit we found that most LPs are not advertised heavily if at all
on venue websites nor was information about LPs readily acquired by asking for it over
the telephone. Of survey respondents who have played EGMs at least once in the past
12 months, approximately 6% of those who are not LP members said this is because
they do not know whether the venue where they play most often has a LP.

From the discussion board participants and results of the survey it seems that
communications about the LP once someone has become a member are mostly
infrequent, and there does not appear to be personalised targeted marketing based on
individual gambling behaviours. Only around 11% of survey respondents who are LP
members, for example, reported receiving communications about the LP more often
than once a month. Most of these communications were via regular mail, or else by
email. Discussion board participants generally said they would prefer to receive more
communication from the venue regarding the LP. Unlike the U.S. casinos described in
the literature where venues aggressively fight for new members and patrons compared
programs to get the best value, none of the discussion board participants said they had
compared LPs before joining and most stated that they thought there was little
difference among programs.

At the same time, some aggressive tactics were utilised by Australian LPs. For
example, many club members reported being automatically signed up to the LP with
their general membership; patrons of casinos, pubs and hotels frequently mentioned
staff approaching them to inform them of the LP and sometimes even filling out the
membership application for them; and in several pubs and hotels discussion board
participants said they were told they were required to join the LP if they wanted to
gamble at the venue and lived within a certain distance to the venue.

201
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7.4 Impact of LPs on behaviours and risk of problem gambling

A major focus of this study was on attempting to determine the impact, if any, of LPs on
gambling behaviours and, in particular, risk of problem gambling. Unfortunately, almost
no research either within Australia or internationally provides evidence on this issue.
The research regarding impact of LPs in general or in other industries is mixed; most
reviews conclude that effects on attitudes and/or behaviours are positive but small.
Therefore, most of the evidence we provide on these issues is based on findings from
the online discussion boards and longitudinal survey.

Do loyalty programs result in increased EGM gambling (money and/or time
and/or number of visits)?

LP membership is associated with increased EGM gambling.

Results from the longitudinal analysis of the three-wave telephone survey show us that,
even controlling for time, gender, age, main activity, and household and personal
income, PGSI score and gambling frequency (for money and time spent), loyalty
program membership is associated with amount of money gambled (at last gambling
session), time usually spent gambling (past 12 months) and frequency of gambling
(usually, in the past 12 months). In all cases, LPM results in more money spent, more
time spent, and more frequent gambling occasions. In addition, approximately 18% of
survey respondents said that they had played EGMs for longer than they had intended
so they could get more rewards; 16% admitted they had spent more money than they
would have otherwise so they could get more rewards; and approximately 14%
reported that they had visited a EGM venue more often than they would have otherwise
so they could get more rewards. Finally, approximately 26% of survey respondents
either agreed or strongly agreed that having a LPM results in their gambling more than
they would otherwise.

Although most discussion board participants initially claimed that their loyalty program
has no influence on their gambling behaviours, other comments by these same
participants often suggested that in fact the loyalty program did have some impact.
Problem gamblers and former problem gamblers were particularly likely to state that
their loyalty program impacted on their gambling.

Do loyalty programs result in increased risk of problem gambling?
LP membership is associated with increased risk of problem gambling.

Evidence for this question is largely based on the longitudinal telephone survey. After
controlling for time, gender, age, main activity, and household and personal income,
PGSI score (for the GABS-7 model) and gambling frequency, being a loyalty program
member significant increases the odds of being in the “moderate-risk or problem risk”
category according to the PGSI and is associated with a higher score on the GABS-7.
In addition, a number of discussion board participants, and particularly those with
higher PGSI scores, agreed that their loyalty program increased their difficulties with
gambling. Moreover, several former problem gamblers stated that their loyalty program
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increased their difficulties around gambling and most had since given up their LPM for
this reason.

Do loyalty programs induce (give people a reason) to visit an EGM venue?
LP membership may be associated with inducement to visit an EGM venue.

Although online discussion board participants mostly said that their loyalty program had
no impact on their gambling-related behaviours, more admitted that it did have some
effect on their venue choice and attendance — that they likely attended the venue more
often than they might otherwise and that their LPM might have some influence on
which venue they attended (i.e. one with a LP versus one that did not). Moreover,
between 18 and 65 per cent of participants (depending on risk level and venue type)
said they would consider changing venues if another venue offered a better loyalty
program.

As reported above, approximately 14% of survey respondents said they had visited an
EGM venue more often than they would have otherwise so they could get more
rewards. In addition, if the venue where they currently most use their LPM were to
discontinue their LP, approximately 8.5% of survey respondents said they would play
EGMs at that venue much less than they do now, with an additional 10% saying they
would play somewhat less. Using number of venues as a proxy for loyalty, however, it
is clear from the mixed effects analysis that LPM is not associated with venue loyalty,
with LPMs actually playing EGMs at more venues than non-LPMs, even holding
gambling frequency and the other predictor variables constant.

If there is an association between LPM and venue loyalty, it does not appear that
loyalty programs initially induce people to visit an EGM venue. In other words, there
was no indication that people first heard about the LP and then decided to attend the
venue. Instead, most people seemed to already be venue patrons and subsequently
learned of the loyalty program.

Do loyalty programs affect gamblers’ control?

LP membership may be associated with binge gambling but does not appear to be
associated with feelings of inability to stop or cut down on gambling.

Results from the survey on the association between loyalty program membership and
binge gambling show that LPMs have 1.33 times the odds of having binged on
gambling in the past 12 months, controlling for gambling frequency and PGSI score as
well as the other predictor variables. This result, however, does not reach the threshold
for statistical significance of p < .05. This result suggests that LPs may be associated
with binge gambling, but more research is necessary. Part of the difficulty with testing
this association is the small percentage of people who report binge gambling. There
appears to be little relationship, however, between LPM and feelings of control over
gambling. LPMs had essentially equal odds with non-LPMs of agreeing with at least
one of the statements about inability to stop or reduce gambling.
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There is some indication from the discussion boards that a minority of participants feel
that loyalty program membership, and in particular chasing points or levels, induces
them to spend more money gambling than they had intended.

Which loyalty programs most encourage gambling activities/higher levels of
spending/time spent gambling?

Type of LP appears to have little association with gambling behaviours.

Findings from the literature review provided some suggestions regarding what
constitute more “successful” loyalty programs, although the evidence is not conclusive
and opinion is somewhat mixed. Some of these components, applied to the Australian
gambling loyalty program context, include: a mix of “hard” and “soft” rewards; providing
an integrated rewards program across the venue incorporating gambling, hotel, food,
drinks, shows, etc.; tiers; and rewards valued by consumers, which tend to be
economic rewards.

Based on these findings from the literature review, we therefore defined a “high
success” LP as one that includes the following components:

e Information upon joining about how to get points and rewards

* Points or rewards immediately upon joining

* More frequent communications regarding the LP which do not include summary
of spending or time spent gambling

* Tiers

* Point accrual which can then be turned in for rewards

e Multiple types of rewards

From the survey results, we find that “higher success” LPs are associated with more
time spent gambling, may be associated with an increased likelihood of being a
“moderate-risk” or “problem gambler”, but are not associated with more money spent
gambling. One likely reason for these mixed results is that most gambling loyalty
programs in Australia do not appear to be particularly “successful”. The highest rating
of any of the LPs discussed in the survey was 6.5 on a scale of 0 to 8, with a mean of
3.0. Indeed, 28% of LPs had HSLP scores of 0 to 2. Several of the discussion board
participants stated that they saw little difference among different LPs. And we know
from the audit that gaining information about the LPs was relatively difficult — whether
by accessing the venue’s website or asking for information on the LP to be sent,
indicating a lack of aggressive marketing.

Another likely explanation for this lack of impact is that many EGM gamblers belong to
more than one LP, yet survey respondents were asked detailed questions only about
the LP they used the most. As a result, the true impact of “more successful” LPs may
have been somewhat diluted. Finally, the literature on loyalty programs is somewhat
inconclusive regarding impact of programs on behaviours, with some arguing that,
regardless of what components are included in the LP or how it is set up, LPs have
little or no impact on “purchasing” behaviour.
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8 Limitations

Several limitations of the research are discussed. First, information about LPs for the
audit was conducted by examining the venue’s website (if it had one) and speaking
over the telephone with someone at the venue. This compares with the way most
people join LPs, which appears to be in person at the venue. It is possible that different
or additional information may have been gathered with an in-person approach.
However, such a methodology is simply not cost-effective given that venues are
located throughout Australia. It is also possible that the particular individual answering
the telephone provided different information than might have been gathered by talking
with a different staff member.

Second, because LPMs who patrticipated in the online discussion boards knew that the
topic of discussion was loyalty programs, it is possible that LPs came up more often in
discussions than might otherwise be the case — for example, when asked why they
chose a particular venue to play EGMs.

Third, many of the behaviour questions in the survey asked about behaviours over the
prior 12 months, but data collection waves were six months apart. As a result,
respondents at a given wave were asked about behaviour that overlapped with a prior
wave. For example, at wave 2, a respondent was reporting on behaviour that
overlapped with wave 1 behaviour by six months. The 12-month timeframe was
retained for these questions because most are standard and validated questions used
in prior gambling studies. Moreover, we know that when people are asked about prior
behaviours they tend to report more recent behaviours (Mdller, Kranz, Schmid, Roalter,
& Diewald, 2013).

Fourth, for survey respondents who changed LPM status between waves (e.g. were
LPMs at wave 1 but not LPMs at wave 2), we do not know when exactly this change in
status occurred. If proximate time is a factor between LPM and outcome variables, we
would not capture this in our analysis. For example, if a respondent who was not a
LPM in wave 1 but was a LPM in wave 2, it is possible that they become a LPM the day
prior to the wave 2 survey, in which case money spent on last gambling occasion may
not reflect any impact of this change in LPM status. However, it is unlikely respondents
would remember exactly when they changed LPM status and exactly when they are
referencing reported behaviours.

Fifth, as discussed above, venue “loyalty” is difficult to measure. This issue was
presented to discussion board participants, but we know that people are often loathe to
admit that outside forces impact on their choices and behaviours. In the survey, we
asked about number of venues where someone played EGMs, assuming that this
number would be lower on average for LPMs than non-LPMs when controlling for
gambling frequency. However, this may not be the case. For example, it may be that
number of venues does not change, but that frequency of venue attendance at LP
venues is higher than at non-LP venues. Cognizant of respondent burden (keeping the
survey to a reasonable length), we did not ask questions in the survey to this level of
detail. Future research focused on this specific issue may be warranted.



Gambling Research Australia: The Role of Loyalty Programs in Gambling 206

Sixth, computation of the HSLP variable was based on findings from the literature but
not specifically tested. Future research may want to further investigate this issue of
types of LPs and impact on behaviours. It may be the case, however, as several
discussion board participants stated, that Australian LPs are relatively similar; it may
also be the case, as a number of LP researchers have concluded, that type of LP has
little impact on behaviour.

Finally, the longitudinal survey was conducted over only a 12-month period whereas
behaviour change is normally a slow process. This includes loyalty program
membership and gambling behaviours; one would expect most people to either be
LPMs or not LPMs across all three waves of data collection and for any behaviour
change over that time to be limited — whether in money or time spent gambling,
frequency of gambling, risk of problem gambling, feelings of control around gambling,
or venue loyalty. Therefore, these results likely underreport true impact of LPs on
gambling behaviours.
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9 Study conclusions

Prior to this study, almost nothing was known about prevalence or content of gambling
LPs in Australia, or the impact of LPs on gambling behaviours and risk of problem
gambling. Given the significant harm to gamblers, their family and friends, and the
larger community that comes from problem gambling, it is important to ensure that
loyalty programs do not exacerbate this harm or potential for harm.

As discussed previously in this report, establishing causation in human behaviour is
often very difficult. The only way to truly know whether LPs cause increases in
gambling or risk of problem gambling would be to randomly assign people to a LP or
non-LP group and then measure their gambling behaviours and problem gambling risk.
Such an experiment, however, would obviously be both unethical and impossible to
implement.

Instead, this study incorporates a variety of methodologies to help provide evidence
regarding the impact of LPs on gambling behaviours and risk. These methodologies
included a literature review, to understand current knowledge regarding impact of
loyalty programs; an audit of Australian LPs to establish their prevalence and content;
online discussion boards with LP members to gather more detailed information on LPs
and hear participants’ views regarding whether these programs have, or have not,
impacted on their gambling behaviours and attitudes; and finally, a longitudinal survey
of Australians with some interest in playing EGMs to investigate associations between
LP status and gambling behaviours and problem gambling risk levels over time. The
findings from each of these studies are important in and of themselves; together they
provide a detailed and multifaceted picture of loyalty programs in Australia and their
potential impact on the people who join them.

Although we find that a minority of EGM venues in Australia currently have loyalty
programs, all but one of the casinos and many of the larger venues do have loyalty
programs. In addition, many gamblers play EGMs at multiple venues. Therefore, the
reach of these programs may be considerable. Moreover, it is possible that more
venues will implement such programs in the future. It is hoped that this study provides
useful information to policymakers and others regarding gambling loyalty programs and
their impact on the people who join them.
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