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An ingrained love of machine games could make Japan the world’s best-performing slot market.
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In 2027, Japan will evaluate applications for IR developments. While revised regulations have yet to be
promulgated, they are expected to be less onerous than those issued in the previous application process,
which discouraged most of the world’s largest IR operators.

One question operators must answer: What will be the revenue contribution from slot machines? Will it
mimic Macau and Singapore, where table game revenues far exceed slot revenues? Or will it be more
balanced, as in the Philippines?

With casino size expected to be limited to 3 percent of total square footage, operators need to determine
how much of that precious square footage should be devoted to slots and tables. Since the latter consumes
far more floor space, getting the allocation wrong will have consequences.

The general belief is that Japan, like Macau and Singapore, will be table game-centric. Observations of
Japanese players who visit South Korea, a popular place for Japanese punters, have in part fueled that

assumption. But that sample is small, and doesn’t take into account the pent-up demand for machine
gaming that’s been building in Japan for the past few decades. Japan’s casinos, in fact, have the potential to
generate the highest win-per-slot unit per day (WPUPD) averages of any market on the planet.
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To appreciate the reasons, just examine Japanese culture and consumer behavior. First, residents of Japan
derive much of their entertainment from electronic devices. Just walk through of a cineplex entertainment
complex. Considerable square footage is devoted to various kinds of entertainment devices targeting
different age cohorts, like claw machines for children and state-of—the-art arcades for teens and young
adults. Then there are the pachinko and pachislot parlors. The latter devices offer gameplay nearly identical
to slot machines. They hold particular appeal to male adults. Women for the most part shun them because
of the crowds and the din of the machines.

Another indicator is the country’s collective use of vending machines for daily purchases. Japan boasts the
greatest number of vending machines in the world, estimated at more than 5 million, a ratio of one machine
for every 23 people. Putting money into a machine and receiving something in return is part of daily
culture.

Perhaps the most important indicator of future gaming behavior is the portion of the population that is not
served by various forms of electronic entertainment today, specifically women aged 40 and older. They
don’t find pachislot parlors comfortable or particularly appealing. What they will find appealing, as
demonstrated in markets throughout the world, are comfortable environments where they can spend a few
hours wagering on slot machines.

Given these facts, basic assumptions and limits on casino capacity, Japan’s casinos will simply not have
enough space for EGDs to meet anticipated demand. Depending on the market, it’s reasonable to assume
that operators can expect their EGDs to generate WPUPD in excess of US$1,000 across their entire gaming
floors, far higher than any casino in North America or any other market in the world.

Andrew Klebanow is the principal at Klebanow Consulting. He has worked in the casino industry since
1977 and as a gaming consultant since 2001. He can be reached at klebanow(@cox.net.
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