Oligopoly

Perfect competition in one corner and a monopoly in the other, but the biggest heavyweight for business competition lies in the vast space between perfect competition and monopoly. A market structure known as: imperfect competition is made up of two broad economic models: monopolistic competition and oligopoly, which together constitute the majority of business operation today.   The city of Las Vegas is the study of microeconomics, but actually, the city that never sleeps is also the hub for a particularly fitting example of monopolistic competition: the slot machine industry.  Similar to perfect competition, monopolistic competition plays host to a large number of buyers and sellers. Likewise, participants enjoy an ease of entry and exit. It characteristics which easily describe the Las Vegas slot industry. Even with 30 million visitors a year, there is no shortage of slot machines in Las Vegas. Some 150,000 inhabit the city and even with a large variety of games on the market, slots are still a big attraction. 

According to Keith Schwer director and Professor of economics, “What we have seen in the last decade or so is a change in consumer preferences from table games, such as poker, roulette to videos and slot machines.”  The narrator says that visitors who cannot find a machine available at one of the city’s casinos can simply stop by a neighborhood convenience store. They will find a slot machine or two ready to take their quarter. One reason slots are so plentiful in Las Vegas is the industry’s licensing process. 

If a facility just wants to have 15 or fewer machines, they have to be an eligible facility, and supermarkets are eligible, bars and taverns are eligible, restaurants are eligible, 7-11s are eligible for seven machines. The entry is especially simple for convenience stores. They can get those machines on a much easier basis, and usually a company that operates machines has the full license and they just go to the owner of the facility and that owner goes through a very short process” says Thompson. Once the machines installed, the one-armed-bandits can produce a jackpot for the store owners. We decided to operate slots to bring in more revenue for the store, slots do bring customers in, so customers in return, will buy the products that they may have run out at home.

They come in, they stop, maybe play for a little while and then pick up their milk, their bread, their groceries and go home. We receive about half of our revenue from slots as the same as half of the other revenue comes from the grocery end of the business.  While many business use slots as a vehicle for a quick impulse buy, the large casinos are hoping customers will spend a lot more than the change from a gallon of milk. Over the last 20 years, the competition for the gambling dollar has grown tremendously. Standing out in the glitzy, neon crowd of the Las Vegas strip is no easy task. Gone are the days when a free buffet would send patrons running to a casino to fill their stomachs and empty their pocketbooks. 

The competition for customers in Nevada and Las Vegas has resulted in casinos diversifying what they offer to their customers. Today we have casinos that have bowling alleys, that have movie theaters, that have ice rinks, a full complement of entertainment services are offered. Over the years, as competition has intensified from other tourist destinations, greater effort has been expended on making Las Vegas unique in a spectacular way. 

According to Jim Seagrave Vice President Advertising Stardust Resort and Casinos says that the entertainment product in Las Vegas has changed radically over the last 20 years or so. If you came to Las Vegas in the ‘60s or the ‘70s, you would see the traditional kind of cabaret entertainment, singers, dancers, and comedians that you know from television and the motion pictures. But you come to Las Vegas today, you see large scale broad way plays, magic shows with tremendous special effects. A new show at The Bellagio called “O,” which involves massive swimming pools and people diving off the roof, things that were unheard of in Las Vegas a couple of decades ago.” The bottom line is product differentiation to stay in the black, casinos must fight to keep or increase their market share.  Paris wants to be totally different from Caesar’s Palace, and Mandalay Bay wants to be different from The Mirage and as you can see, they will spend millions of dollars to affect this difference.

At the same time, the addition of a flashy new resort does affect business, at least temporarily. “Our customers, even though they are very loyal to us, there is so much talk about these other resorts and they are in effect so exciting, you just have to go down and see them, and our customers do that, and it affects our business in the short term” says Jim Seagrave.  Service, architecture, location and atmosphere all play an important role in helping casinos distinguish themselves from the pack, but advertising is by far the most effective way to illustrate product differentiation in the industry. 

Despite competition many believed that the proliferation of exciting attraction has raised Las Vegas profile internationally. This will benefit everyone in the long run. 

