
Is a Clustered or Isolated Casino Location Model Better? 

 

Douglas M. Walker* 

 

June 10, 2019 

 

 

Abstract:  This paper utilizes data from Missouri’s casino industry to examine how clustered 

casinos, such as in Kansas City and St. Louis, perform compared to dispersed or isolated 

casinos, such as those in Boonville, Caruthersville, La Grange, and St. Joseph. Although 

Missouri limits the number of casino licenses allowed, it does not explicitly mandate casino 

location. Missouri provides a natural experiment of which location model is better. There is 

currently no research on which type of casino model is better, in terms of maximizing casino 

industry revenues and associated taxes. Nevertheless, state government legislatures and 

regulators have been following a dispersed model. But it is not at all obvious that this is the 

better model to follow. An analysis of data from 2011 does not indicate that one model is 

profoundly better than the other, which leads one to wonder why state governments find it 

necessary to mandate casino location at all.   (151 words) 

 

JEL Codes: H7  State and local government 

L83  Industry studies: Services – sports, gambling restaurants, recreation, 

tourism 

R1  General regional economics 

 

                                                 
* Professor, Department of Economics, College of Charleston. This project was supported by a Research 

Fellowship from the UNLV International Center for Gaming Regulation, University of Nevada, Las Vegas. 

Additional funding was provided by the Center for Public Choice and Market Process, at the College of 

Charleston. The views expressed in this work are solely the author’s. I am grateful to Todd Nesbit for providing 

population data and census tract maps, to Will McEwan for research assistance. 



 

1 

 

Is a Clustered or Isolated Casino Location Model Better? 

 

Douglas M. Walker 

 

 

 

I. Introduction 

 Casinos now operate in 40 states (American Gaming Association 2018), and appear to 

have gained widespread social acceptance. Yet, proposals for additional expansion of the 

casino industry are still controversial. Part of the controversy may be due to a lack of 

empirical evidence of casinos’ economic and social effects. Despite proponents’ and 

opponents’ claims about the impacts of casinos, the actual impacts can be difficult to see.1  

 One issue that has not received attention by researchers is how casinos’ locations 

affect their performance at the state level. In some markets, commercial casinos’ location 

decisions are largely left to the casino owners. However, in many states there are restrictions 

on casinos’ locations, determined by state- and local regulations, and often by approval from 

local voters.2  

Two very different approaches appear common across the states. In some of the most 

successful U.S. casino markets, the casino location are unregulated in the sense that multiple 

                                                 
1 In Casinonomics, Walker (2013) provides an overview of the socioeconomic impacts of casinos. Walker 

and Sobel (2016) review the more recent literature.   

2 Tribal casinos’ locations are often determined by the location of tribal land. 
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casinos could locate near each other, sometimes leading to “clustered” markets. Examples 

include the Las Vegas strip, Downtown Las Vegas, Reno, Atlantic City, and the Mississippi 

Gulf Coast. These are all obviously very successful casino markets. However, the success of 

Nevada and Atlantic City casino markets is surely largely due to these markets developing in 

a time when casinos were outlawed in the rest of the country, rather than a specific limit on 

the number of casinos that could locate in any particular area. Mississippi, which legalized 

commercial casinos in 1990 (casinos commenced operations in 1992), had a relatively liberal 

policy while still requiring river-front casino locations, which led to large, clustered casino 

markets in Tunica and Biloxi/Gulf Shores. 

In the past decade or so, however, some states have legalized casinos with more 

restrictions on casinos’ locations, particularly with respect to how many casinos could locate 

in any particular area. Some states now mandate that only one casino can operate within 

each “zone” in the state. Examples of this type of model include Massachusetts, Kansas, and 

Ohio. In addition, recent proposals to legalize casinos in Georgia and South Carolina have 

also followed this type of location restriction.  

Several examples of restricted casino location models are illustrated in Figure 1. State 

regulations require that casinos be isolated from each other, and be dispersed across the state. 

In contrast, consider Iowa, with multiple casinos in locations across the state, but without 

any restrictions on the distances between casinos (Figure 2). Why have some states regulated 

where casinos can locate while others seem not to? Such decisions are not the result of  
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Figure 1. Casino “zones” in Massachusetts, Kansas, Ohio, and proposed in Georgia 

 
 

Ohio Constitution (constitutional amendment, 2010): 
Casino gaming shall be authorized at four casino facilities (a 

single casino at a designated location within each of the 
cities of Cincinnati, Cleveland, and Toledo, and within 

Franklin County) to create new funding for cities, counties, 
public school districts, law enforcement, the horse racing 

industry and job training for Ohio's workforce. 

 

Sources:  Massachusetts region map from https://massgaming.com/about/expanded-gaming-act/; Kansas map from 

https://www.cjonline.com/; Georgia map from Marquette Advisors. 

 

 

 

Figure 2. Map of casinos in Iowa 

 

 

Source:  American Gaming Association (2016) 

 

empirical evidence that an isolated or dispersed model works better or worse than a clustered 

market. There simply is no research on casino clustering in the literature. However, it may 

seem to be common sense that casinos locating in close proximity to each other would 

https://massgaming.com/about/expanded-gaming-act/
https://www.cjonline.com/
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“cannibalize” each other. For example, in a recent newspaper article that discussed the 

“likelihood of casinos coming to both Portsmouth and Norfolk” Virginia, it was taken for 

granted that casinos near each other would not provide the same benefits as isolated casinos: 

“The general consensus is that two casinos that close together in Hampton Roads would 

cannibalize each other’s customers” (Kimberlin and Tolliver 2019).  

The decision to mandate isolated casinos may simply be a political tool; ensuring 

casinos are dispersed throughout a state may encourage more voter support from across a 

state, since voters may anticipate that a casino is more likely to be located in their area, 

which may provide economic benefits to that region. While this is an important issue that 

may be a key to understanding why states have mandated casinos’ locations in the way they 

have, it is not the focus of this project. Here we endeavor here to examine the data on a 

select group of isolated and clustered casinos in order to determine whether one model seems 

to be more effective than the other with respect to casinos’ revenues and tax receipts from 

casinos. 

 Missouri limits the total number of casinos to 13, but it does not explicitly mandate 

the casinos’ locations, except to require that they operate near the Missouri or Mississippi 

River.3 Over the years in Missouri, two casino “clusters” have developed – one in Kansas City 

and one in St. Louis. The state also has several casinos that operate in relative isolation, in 

Booneville, Cape Girardeau, Caruthersville, La Grange, and St. Joseph. As a result, Missouri 

                                                 
3 https://statelaws.findlaw.com/missouri-law/missouri-gambling-laws.html  

https://statelaws.findlaw.com/missouri-law/missouri-gambling-laws.html
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provides a natural experiment for testing whether casinos operate more successfully as a part 

of a “cluster,” or in relative isolation.  

 This topic should be of general interest and to the casino regulatory community in the 

U.S., Japan, and possibly other jurisdictions in which the legalization or expansion of the 

casino industry is being contemplated. For example, Cohen (2018) and Gallaway, Bussmann, 

and Szybala (2018) both discuss the interesting possibility of a clustered Japanese casino 

model similar to the Cotai Strip in Macau. This subject should also be of great interest to the 

industry, although companies certainly do their own in-house analyses of regional 

competition, population, and the appropriate casino sizes, sites, amenities, etc., prior to 

bidding on licenses and building casinos. 

 

II. Background 

 Commercial casinos are popular and have been shown to be effective engines for 

economic growth (Walker and Jackson 1998), but there is little evidence that state 

legislatures put much effort into analyzing what strategy should maximize benefits from the 

industry, both in terms of the industry’s profits, and benefits such as tax revenues, economic 

growth and employment within the jurisdiction. To be fair, state governments often perform 

studies of the likely impacts, or hire consultants to do the same. Nevertheless, the resulting 

legislation enabling casinos often defies economic logic, surely more the result of politics 

than careful economic analysis. (For example, legislation in the early 1990s often required 
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riverboats to sail on rivers, casinos to charge entry fees, and relatively low maximum bets.) 

Interestingly, gambling researchers have not offered many answers either, in terms of what 

type of industry structure is likely to be most beneficial to the casino-hosting regional 

economy. 

 The clustering of industries plays a key role in the development and expansion of 

cities and regions (Hoover and Giarratani 1984, Krugman 1995, Melo, Graham, and Noland 

2009, Porter 2000, Stimson, Stough, and Roberts 2006). As firms within an industry locate 

near each other, they can expect economies due largely to reduced transport costs (Glaeser 

2010, Belleflamme, Picard, and Thisse 2000), but also due to the availability of specialized 

input services and the formation of a highly specialized labor force (Fujita and Thisse 2013). 

These economies make the clustered/agglomerated industry more profitable and can help 

promote increased local economic development. So-called “transfer economies” can also 

accrue to customers if they like to compare different products on a single “shopping trip” 

(Nourse 1968). Although such economies are often discussed in terms of retail goods or 

appliances, they would also seem to apply to services (Huallacháin 1989), tourism and to 

casino customers in markets such as Las Vegas, Macau, and Atlantic city, among others. 

 The hospitality/tourism literature offers more useful information than the economics 

literature, relative to the clustering/agglomeration of services such as tourism (e.g., Michael 

2003, Papatheodorou 2004), and hotels specifically (Canina, Enz, and Harrison 2005, Enz, 

Canina, and Harrison 2005). One key element in the tourism literature that is common with 
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the economics literature is the focus on visitors (as opposed to “locals”) as being responsible 

for the economic growth of a region. Although the general issues of clustering and dispersion 

have received attention in the academic literature, I am unaware of any paper that addresses 

this issue specifically with respect to casinos.  

As Stimson, Stough, and Roberts (2006) explain, economic clusters are related to the 

idea of a regional export base. Several authors have discussed casino industry benefits with 

respect to the “export” of the casino product – or the attraction of tourists to the local 

economy – in order to generate local economic benefits. But the discussion has not examined 

the importance specifically of casino clusters. For example, Grinols (2004) argues that casinos 

in Las Vegas act like “factories” that export their product to the rest of the country, while 

smaller casinos in much of the rest of the United States act more like “restaurants,” which 

simply shift money around within a region, rather than attracting new revenue to the region. 

He does specifically suggest that certain casinos act as factories because they are clustered. In 

any case, there are significant problems with Grinols’ view of casinos’ propensity to spur 

economic growth, as discussed in Walker (1999) and as suggested by the empirical work by 

Walker and Jackson (1998), who showed that exports were not necessary for gambling to 

result in economic growth at the state level. If exports are not necessary for economic 

growth to occur, then the idea that some casinos act as factories while most act as restaurants 

is of questionable validity. 
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 Most of the states that began legalizing casinos shortly after the Indian Gaming 

Regulatory Act of 1988 were midwestern states bordering the Mississippi River. These early-

legalizing states included Illinois, Iowa, Louisiana, Mississippi, and Missouri. The locations of 

casinos in such states were initially (in the 1990s) limited to being on or near a major river. 

Presumably, the strategy for locating on rivers was, at least partially, to attract tourists from 

other states, and thus raise tax revenue from out-of-state customers. Casinos in these states 

tend to be dispersed or isolated, at least to some extent. Refer again to Figure 2, the casino 

map of Iowa. Obvious exceptions are casino clusters in Tunica and the Gulf Coast of 

Mississippi, and Kansas City and St. Louis, Missouri.  

 While many states require local approval for casino developments, either by local 

politicians/governments or voters, some states have gone further to mandate the dispersion 

of casinos and rewarding casino permit holders with regional monopolies. Examples of this 

include Ohio, Kansas, and Massachusetts. In each of these cases, casinos are limited to one 

per region or zone, and each state has defined three or four separate regions.4 Still other 

markets may seem to be agglomerated or clustered, such as the tribal and racetrack casinos in 

South Florida. But actual travel time between the casinos is fairly long, particularly in traffic, 

making the casinos isolated from the typical consumer’s perspective (Voorhis 2010). 

 

                                                 
4 This appears to be the likely course for Japan. However, some observers, including those mentioned by 

Cohen (2018), have suggested that a clustered model might be more effective in Japan. Recent proposals in 

Georgia have also included distinct regions in which casinos may locate, if legalized. 
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III. Theory 

 In the previous section we briefly discussed some of the disciplines that discuss 

business clusters, as well as some specific issues related to casinos found in the gambling 

literature. However, this area of research is relatively new, since the casino industry itself is 

relatively new in the United States, outside of the Nevada and Atlantic City markets. As a 

result, little is known about how a casino’s location, relative to other casinos, affects overall 

market revenues and tax revenues.  

 From the industry’s perspective, of course, as with all suppliers, less competition is 

preferred to more. One would expect that the larger firms in the industry (Caesars, MGM, 

LV Sands) would be particularly fond of the regional or isolated casino model, as they are 

more likely to be able to outbid competitors for artificially restricted numbers of permits and 

strictly limited competition.5 Nevertheless, casinos clustering together could still result in 

higher aggregate casino revenues in the local market. 

 As discussed above, the attraction of tourists is not necessary for casinos to provide 

economic benefits. However, the more tourists there are to an area, then generally the 

greater the economic benefits will also be to that area. “Range” refers to the distance over 

which customers are drawn to a particular business (Berry and Horton 1970); the range is 

                                                 
5 This idea is consistent with the idea that the industry may attempt to “capture” the industry regulators. For 

a discussion of this issue, generally, see Calcagno and Walker (2016). 
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obviously a key determinant of which type of casino location model is more effective at 

earning revenues.    

In this study we are primarily interested in total casino industry revenues within a 

particular jurisdiction. We are interested in “jurisdiction”-level aggregates since 

policymakers decide where casinos may or may not locate, how many there may be, etc., 

within their own jurisdiction. It can safely be assumed that one of the primary interests of 

government in legalizing casinos is to maximize tax revenues (Garrett 2001). Clearly, tax 

revenues will depend on casino revenues which, in turn, depend on the number of 

customers. One of the key roadblocks in better understanding which casino location model is 

better is the ability to determine the proportion of local residents to tourists who patronize a 

particular casino.6  

In order to set up a model for analyzing which type of location model is better, we 

must first have some theory about how casinos attract customers, and more specifically, the 

distance over which customers may be attracted. We can begin with a simple assumption 

that a particular consumer is likely to visit the casino closest to them. This would be true 

assuming all casinos are the same, so that the consumer is simply minimizing the cost (in 

time, gas, effort) of reaching the casino.  

                                                 
6 Casinos may have good data on this, as a significant proportion of their customers hold players’/loyalty 

cards, so that the casinos know many of their customers’ home addresses. 
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Gravity models, such as those described by Barrow and Borges (2014) and that used 

by Cummings Associates (2013), suggest that the larger the casino, the longer the distance 

from which customers may be attracted. A cluster of casinos, then, would seem to mimic the 

effect of a larger casino and attract patrons from a longer distance away. We could, for 

example, aggregate casino floor size across neighboring casinos to arrive at total casino size 

for a cluster of casinos. We would expect a larger cluster to attract consumers from a longer 

distance, compared to a single, isolated casino.  

It also seems likely that an isolated casino may attract customers from a longer 

distance than, for example, two identical casinos that are not so isolated. The reason for this 

is that the isolated casino is, by definition, not located in close proximity to any other 

casinos. As a result, ceteris paribus, customers may be more likely to have come from a 

further distance to visit a particular isolated casino.  

The benefits consumers receive from product variety also likely affects how casinos 

attract customers. Not everyone who visits casinos necessarily likes to gamble. Many casinos 

have other amenities, such as restaurants, unique and elaborate shows, shopping, spas, and 

hotels. Each of these amenities may appeal to a different type of consumer. Properties with 

multiple amenities are often called “casino resorts” or “integrated resorts.” The more and 

greater variety of amenities, the more customers a particular casino is likely to attract, 

regardless of its size and proximity to other casinos.  
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We can think of this effect as a “heterogeneity” effect. For example, we can imagine 

two very similar businesses across the street from each other, such as Lowe’s and Home 

Depot (home improvement stores), simply competing for the same customers within a 

particular geographical market. If Lowe’s and Home Depot were homogeneous, we would 

not expect any benefit to customers of having them clustered. However, to the degree that 

they offer somewhat different products or variety, a particular customer may be attracted to 

the cluster of both firms, compared to a single Lowe’s the same distance in a different 

direction. This is because the customer knows that if the product he seeks is not available at 

one of the stores, there’s a good chance it is at the other store, next door. Applying this idea 

to casinos, to the extent two casinos have differentiated products, such as different 

restaurants and shops, and EGMs, the two casinos are likely to attract more customers, 

simply because of the larger variety of amenities. Interestingly, from the casinos’ perspective, 

this situation may be one in which the two neighboring and competing casinos actually 

complement each other. Yet, a particular casino would likely still prefer ex ante to have no 

other casinos in close proximity. 

We have outlined three different effects that should have a positive effect on the (i) 

the range over which a casino attracts patrons, and (ii) the number of customers attracted to 

a casino, from a particular range. These are casino size, casino isolation, and heterogeneity. 

Each of these could have a significant effect on individual casino performance, as well as the 

overall performance of the industry in a particular jurisdiction. In order to better understand 
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these effects on casino revenue or performance, we can examine casino property data, such 

as size, number of gambling positions, and revenues. Which factors are most important to 

attracting consumers is obviously an important empirical question that will clearly impact 

law makers, regulators, and industry decision-making, with respect to the best strategy for 

expansion of the commercial casino industry. 

 

IV. Defining “clustered” and “isolated” casinos 

 The literature provides no clear, objective way to define an industry cluster that can 

be directly applied to casinos. Given we are looking at a policy issue for which the key 

motivation is maximizing tax revenue for the state, it seems appropriate to develop the 

definition of clustered or isolated casinos based on the consumer’s perspective. As noted 

earlier, the supply side of the industry is likely to prefer less competition to more, isolated 

casinos to clustered ones. But this is not necessarily in the best interest of society.  

 If we consider the consumer’s decision to visit a casino, there are probably a few key 

factors they consider. One would have to be the travel time to the casino. It is this factor on 

which we based our earlier assumption that consumers will visit the casino closest to them, 

ceteris paribus. But a larger casino, or casino cluster, would tend to be preferred over an 

isolated casino, for a particular travel time. A second factor would be the amenities offered at 

a particular casino or cluster of casinos. More variety should be preferred to less. 
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 Once we have a working definition of “cluster,” we can simply think of an isolated 

casino as one that is not part of a cluster. From a potential customer’s perspective, the 

different casinos within a cluster might be thought of as options for a particular evening out. 

Consider a couple, for example, going out on a Friday evening. As a part of their plans, they 

may decide to do some gambling (or some other activity at a casino property). A cluster 

might represent different options for the couple during their evening out. They might 

appreciate some variety of casinos. For example, once they have played at one casino for an 

hour, or if they lose a certain amount of money, they may wish to visit a different property, 

if only for a change of scene.  

What is the amount of time this couple might be willing to spend driving to a 

different casino? Probably not an hour. Maybe not even 30 minutes. If casino gambling were 

the primary activity for their evening on the town, then maybe 20 minutes would be the 

maximum travel time they’d consider for two casinos to be substitutes for each other, or 

options for them during the evening out. 

 Of course, different people may be willing to travel different amounts of time to a 

different casino; this is completely subjective.7 In any case, we will consider somewhere 

around 20 minutes to be the maximum travel time between casinos for them to be 

considered a cluster. This is clearly somewhat arbitrary. However, there may not be many 

                                                 
7 We could attempt to survey a sample of casino patrons and ask how long they’d be willing to travel to a 

different casino venue on a particular evening out that features gambling. Such a survey is beyond the scope of 

this project. 



 

15 

 

markets outside of Las Vegas, Reno, Biloxi, and Atlantic City, in which there are several 

casinos within such proximity of each other. 

 Stimson, Stough, and Roberts (2006) suggest that no central definition of “cluster” 

dominates the economics literature, but that qualitative assessment may be necessary. In the 

context of manufacturing clusters, for example, there appears to be a consensus in the 

literature that “firms cluster in belts in an area endowed with resources required by the 

industry” (Nourse 1968). The intuition is clear – if the industry requires a particular resource 

for production, then costs will be lower if firms locate near the resource. In the context of 

casinos, we might think of “legal status” as a criterion on which casinos might cluster. If they 

are allowed to be in the same area, perhaps they will choose to be.  

 The casinos in Missouri provide the best natural experiment for testing which 

location model is better, clustered or isolated. This is because Missouri has several casino 

clusters (Kansas City and St. Louis), as well as several isolated casinos. Missouri does not 

mandate particular casino zones, however in the early development of its casino industry it 

did require the casinos to be on the Missouri or Mississippi River. There is a limit to the 

number of casino permits offered in the state (13).  

A key benefit of using Missouri for this analysis is that, since all the casinos are in the 

same state, all can be assumed to comply to the same set of legal requirements and 

regulations. This means we have to control for less in any empirical analysis focusing on the 

difference between clustered and isolated casinos. Another benefit of using Missouri casinos 
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here is that there is no significant tribal casino presence in Missouri, and no racing industry 

of consequence. The presence of these other industries would muddy the waters if other 

gambling firms were operating near the casinos.8  

 

Missouri casino locations & proximities 

 Above I argued that we can, from the perspective of consumers, consider a 20 minute 

drive between casinos to be short enough that two such situated casinos to constitute a 

cluster. It is helpful to view the casinos on a map to get a better idea of their proximities. In 

the tables and maps below, we show the different casinos in the Kansas City and St. Louis 

markets. The tables indicate the approximate driving time between each pair of casino 

properties listed. Travel times between casinos range from five minutes up to forty.9 As a 

result, we would perhaps only consider selected casinos as being part of a cluster in either 

Kansas City or St. Louis.  

Outside of Kansas City and St. Louis, Missouri has five other casinos. These can be 

considered to be isolated for the purpose of this study. These casinos are located in 

Booneville, Cape Girardeau, Caruthersville, La Grange, and St. Joseph. Maps below 

(numbered 3-6) show four of these other five casinos. We do not show the Cape Girardeau 

                                                 
8 This would be a key problem with looking at Ohio, for example, which has isolated casinos in large cities, 

but also several racinos also operating.  

9 In all cases, the travel time is estimated using Google Maps, at 7:00pm on a Wednesday evening. Google 

enables you to estimate drive times based on typical traffic patterns, delays etc. 
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property because, as explained below, we will be using data from 2011, and the casino in 

Cape Girardeau did not open until 2012.  

Based on our definition of casino cluster, which emphasizes close proximity and short 

travel time, a review of Maps 1 and 2 suggest that we might even be able to define multiple 

clusters in each market. For example, in St. Louis, Lumiere and Casino Queen might 

constitute their own cluster, since they are basically next door to each other. Similarly, 

Harrah’s and Isle of Capri are less than 10 minutes apart in Kansas City.  

 

 

 

Table 1 and Map 1. Kansas City casinos and driving distances 

 

 
 

 
Source:  www.casinocity.com  

Map # Ameristar Harrah's Isle of Capri Argosy 7th Street Hollywood

Drive time, mins. [1] [2] [3] [4] [5] [6]

Ameristar Kansas City (MO) [1] -- 12 14 18 16 28

Harrah's N KC Casino (MO) [2] 12 -- 7 12 10 22

Isle of Capri Casino (MO) [3] 16 8 -- 14 10 20

Argosy Casino (MO) [4] 20 12 14 -- 9 20

7th Street Casino (KS) [5] 20 12 10 10 -- 14

Hollywood KS Speedway (KS) [6] 28 22 20 18 14 --

KANSAS CITY 

http://www.casinocity.com/
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Table 2 and Map 2. St. Louis casinos and driving distances 

 

 
 

 
    Source:  www.casinocity.com 

 

 

 

  

Lumiere Casino Queen River City Argosy Hollywood Ameristar

Drive time, mins. [5] [6] [9] [3] [2] [1]

Lumiere Place (MO) [5] -- 4 14 30 24 22

Casino Queen Hotel (IL) [6] 5 -- 16 30 28 26

River City Casino & Hotel (MO) [9] 16 16 -- 40 35 35

Argosy's Casino Alton (IL) [3] 30 30 40 -- 30 28

Hollywood Casino (MO) [2] 24 26 35 28 -- 9

Ameristar St. Charles (MO) [1] 24 24 30 26 10 --

ST. LOUIS

http://www.casinocity.com/
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Map 3. Booneville, Isle of Capri (lower center) 
Closest casino: Ameristar Kansas City, 94 miles 

 

 
    Source:  www.casinocity.com 

 

 

Map 4. Caruthersville, Lady Luck (center-left) 
Closest casinos: Southland (West Memphis, AR), 77 miles, and Isle Casino, Cape Girardeau, 78 miles 

 

 
Source:  www.casinocity.com 

 

http://www.casinocity.com/
http://www.casinocity.com/
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Map 5. La Grange, Mark Twain (center) 
Closest casino: Catfish Bend (Burlington, IA), 58 miles 

 

 
Source:  www.casinocity.com 

 

 

Map 6. St. Joseph, St Jo Frontier (center/right top) 
Closest casino: Casino White Cloud (White Cloud, KS), 30 miles 

 

 
Source:  www.casinocity.com 

http://www.casinocity.com/
http://www.casinocity.com/
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Populations near casinos 

Careful consideration of the maps suggests that we must do more to account for 

resident population. Consider that a person’s starting point could have enormous impact on 

their perception of what constitutes a casino cluster. For example, a person who lives 

halfway between the Hollywood at Kansas Speedway and the Ameristar (the most eastern 

casino in Kansas City) would not consider these two casinos to be part of the same cluster. 

This is because the two properties would be in opposite directions, and each 14 minutes 

away. Unfortunately, the implication of this is that we cannot base the definition of casino 

clusters on travel time alone.  

 When we consider that the customer’s perception of casino cluster depends on their 

starting point, it suggests that we should examine the number of potential customers within a 

particular distance from casinos. The people in closer proximity are, ceteris paribus, more 

likely to be customers of a particular casino.  

 Map 7 illustrates the entire state of Missouri and its casinos’ locations. This 

perspective on casinos, rather than that from the previous maps (1-6), will be used for the 

empirical analysis that follows.10  Maps 8 and 9 illustrate the Kansas City and St. Louis casino 

markets in the context of census tracts. Census tracts are relatively small areas that have 

similar populations (in terms of total number). More densely populated census tracts will be 

                                                 
10 Note that Map 7 includes some casinos that will not be used in the analysis here, including the 7th Street, 

Hollywood at Kansas Speedway, and the Isle of Capri casino at Cape Girardeau. The map includes all casinos 

operating as of 2019, while we analyze data from 2011.  
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smaller geographically compared to sparsely populated areas. We will use these census tracts 

within the rings surrounding the casinos to determine the number of residents who reside 

near the casinos.  

 Map 8 shows the Kansas City area, which includes eastern Kansas and western 

Missouri. The map shows the Hollywood Casino at Kansas Speedway, even though the 

property is excluded from the analysis because it opened in 2012. Omitted from the map is 

the 7th Street Casino, which is a small, tribal-owned property southeast of the Argosy. 

Although it would fit within a Kansas City cluster, it is tribal owned, which means we do not 

have any performance data to use in our analysis.11 

Map 9 shows the St. Louis area. Unlike Kansas City, St. Louis demonstrates several 

possibly distinct casino clusters.  

 

 

                                                 
11 Given the 7th Street is a relatively small property, it may not have had much impact on the analysis 

anyway. 



 

23 

 

Map 7. Casinos in/near Missouri  

(rings show varying surrounding distances)  
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Map 8. Casinos in the Kansas City area 

(census tracts and 2, 4, 6 mile rings shown) 
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Map 9. Casinos in the St. Louis area 

(census tracts and 3, 6, 9 mile rings shown) 
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Map rings 

The rings surrounding the casinos are different on each map. Maps 8 and 9, for Kansas 

and St Louis, are similar, except for their radii. On Map 8, the smallest (blue ring) represents 

a distance of 2 miles away from the casino. (The diameter of the blue ring is 4 miles.) There 

are three distinct blue areas on Map 8. The western two are due to single casinos. The third, 

eastern-most blue area is the result of three casinos being close together. Based on these rings 

we calculated the total population that resides within two miles of the casinos. In calculating 

the population within two miles of the Isle of Capri, Harrah’s, and Ameristar, we treated 

those casinos as a “micro cluster”, and added the population across the entire blue area.12 

 When the population is calculated within a blue ring, it is calculated by summing the 

populations from all of the census tracts that fall within the ring. To be included as being 

within the ring, the centroid of the census tract (indicated by a small green “c” on the map; it 

may appear to just be a small random mark) must fall within the blue ring. If the centroid 

does not fall within the blue ring, then none of that tract’s population is counted as falling 

within two miles of the casino. 

                                                 
12 The blue area is composed of three overlapping 2-mile rings surrounding each of the three casinos. When 

these areas overlap for two casinos, we only count the population in the overlapping area once. Put differently, 

we add the 2 mile rings for all three casinos, then subtract the overlapping areas once, so that they’re not 

double-counted. 
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The other rings for the Kansas City map represent 4- and 6 miles. Populations in these 

rings are calculated as described above for the 2 mile rings. Map 9 shows St. Louis area 

casinos, and rings that represent radii of 3, 6, and 9 miles. 

We chose different distances for ring size for Kansas City and St. Louis casinos. This 

was not done arbitrarily. In the case of Kansas City, the Hollywood and Argosy are about 12 

miles apart. If we consider that a potential casino patron is likely to choose the closest casino, 

then it makes sense to split the population between these two casinos about halfway between 

them.13 Similarly for St. Louis, the Argosy (IL) and Hollywood casinos are roughly 18 miles 

apart. We therefore chose 9 miles as the radius for the largest ring, so that these casinos 

would constitute separate “mini clusters” within the St. Louis market. 

 Next, we return to Map 7, which shows the entire state. Those casinos not in the 

Kansas City or St. Louis markets are surrounded by four rings. These represent radii of 5, 10, 

15, and 20 miles. Having four rings will enable us to compare populations within varying 

distances to these isolated casinos. We chose longer distances for these isolated casinos than 

for the urban casinos because a particular travel time, such as 20 minutes, is likely to cover a 

much longer distance (say, 20 miles), compared to travel in an urban setting, in which 20 

minutes of travel may cover only 5 miles, or less.  

 

                                                 
13 We are ignoring the idea from gravity modeling that the larger property will likely attract customers from 

a greater distance than the smaller property. In this initial analysis we are attempting to test the simplest model 

possible. 
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V. Data and analysis 

 An additional benefit of using Missouri for this study is that the state provides 

detailed property-level data, including casino admissions. Such data are not available in all 

states. One of the most serious problems with empirical analysis of casino performance has 

been that often casino volume data, other than AGR, are typically not available. This is 

particularly problematic when knowledge of the number of visitors would be helpful, as in 

this study.  

 Data were collected for each casino property included in the study. Several properties 

in Illinois are included (Argosy in Alton, and Casino Queen, in E. St. Louis). Data include 

adjusted gross revenues for the 2011 fiscal year (July 2010 – June 2011), casino floor square 

footage, number of machine and table games, and admissions. Population data are based on 

census tract data, and aggregated to the levels associated with the different rings in Maps 7-9, 

and as discussed below.14   

 

 

 

 

 

                                                 
14 Casino revenue data are from the states’ regulatory agencies monthly and annual reports. Population data 

are from the U.S. Census Bureau, for 2010. Calculations using the data are by the author. Specific data on census 

tracts are from https://www.arcgis.com/home/item.html?id=ca1316dba1b442d99cb76bc2436b9fdb.  

https://www.arcgis.com/home/item.html?id=ca1316dba1b442d99cb76bc2436b9fdb
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Isolated casinos 

 We first present revenue, population, and performance data for the isolated casinos in 

Missouri. These data for casinos in Booneville, Caruthersville, La Grange, and St. Joseph are 

shown in Table 3.15 The average AGR for these properties was around $48.4 million in 2011.  

The casinos’ admission count average was 1.4 million. The middle of the table shows the 

estimated population across different areas. The largest measure is the metropolitan statistical 

area (MSA) or micropolitan area in which the casino sits. The other measures are the 5, 10, 

15, and 20 mile rings, as mentioned earlier and pictured in Map 7. 

The property at Booneville is the largest of the isolated casinos and has a revenue 

twice as large as the next biggest casino. This is likely because Booneville is only about 25 

miles from the capital city (Columbia), and sits right off a major interstate (I-70, which runs 

between Kansas City and St. Louis). It is uncertain how many trips to the casino the average 

resident will make, but it is unlikely to be in the hundreds. Consider the “admissions per 5 

mile population” data, which indicates that some casinos see hundreds of admissions per 

resident within 5 miles. The implication of these large numbers is that many of the casino’s 

customers are from outside the immediate area. In St. Joseph, in contrast, the admissions 

divided by the 20-mile population of 12 seems potentially representative of how frequently 

locals may actually visit the casinos during a particular year; once a month seems reasonable. 

 

                                                 
15 Map 7 also shows the casino in Cape Girardeau, which is the eastern-most isolated casino. It is not 

included in the analysis because it opened in 2012; we use 2011 data in this analysis.  
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Table 3. Isolated casino data 

 

 
  

 

Casino Booneville Caruthersville La Grange St Joseph

Isle of Capri Lady Luck Mark Twain St Jo Frontier Averages

     Total revenue (mil.)+ $82.00 $33.26 $38.12 $40.15 $48.38

     Admissions (mil.) 2.226         0.926             1.171          1.326           1.412          

     Square footage 28,000 21,400 18,000 18,000 21,350

     # table games 19 14 13 11 14

     # machine games 991            595                656             550              698

        Total # positions^ 1,105         679                734             616              784

     MSA/Micropolitan Area Columbia Dyersburg, TN Quincy, IL St. Joseph --

        Population 166,231 38,110 77,419 127,692 102,363      

     5 mile ring* 9,403         6,262             1,836          46,396         15,974        

     10 mile ring 12,879       12,217           14,951        81,219         30,317        

     15 mile ring 24,795       24,053           53,311        101,500       50,915        

     20 mile ring 27,745       38,198           75,828        112,129       63,475        

     Admissions/MSA pop. 13              24                  15               10                14               

     Admissions/5 mile pop. 237            148                638             29                88               

     Admissions/20 mile pop. 80              24                  15               12                33               

     Rev./admission $36.84 $35.92 $32.55 $30.28 $34.26

     Rev./position per day $203 $134 $142 $179 $165

     Rev./MSA pop. $493 $873 $492 $314 $473

     Rev./5 mile pop. $8,721 $5,311 $20,763 $865 $3,029

     Rev./20 mile pop. $2,955 $871 $503 $358 $762

Notes:  + Total revenue is for the 2011 fiscal year (July  2010 - June 2011), in nominal dollars.

^ Positions are calculated by adding machine games to tables, where tables are assumed to have 6 seats

MISSOURI ISOLATED CASINOS (2011)

Performance

Size

Population Measures◊

Performance Indicators

* All references to rings refer to the length of the radius.

estimates are from 2010, and include all tracts' populations whose centroids are located within the ring.

◊ All estimates from the US Census Bureau. MSA estimates are as of 1 July  2011; ring popuulation

each.
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 A key, complicating factor is that the clustered casinos are also located in densely 

populated areas, whereas the isolated casinos in Missouri are isolated areas generally, with 

relatively small local populations (see the MSA populations for Caruthersville and La Grange, 

in particular).  

 Finally, we should note one variable that is generally used in the industry and among 

industry consultants as a measure of casino performance as market saturation. By comparing 

it to other properties, the “revenue per position per day” indicates whether there is too much 

or too little casino supply within a market. The average revenue per position per day is $165 

for the casinos listed in Table 3, which might be considered to be lower than average across 

U.S. casino markets. In their study of casino market “saturation,” Barrow, Borges, and 

Meister (2016) suggest that revenue per machine per day below $200 may be an indication of 

market saturation. These casinos have an average of $190 per machine per day (author’s 

calculation; not shown in Table 3). These figures will have more meaning once compared to 

casinos in other markets.  

 

Kansas City 

 Next we examine data from the casinos in Kansas City. As noted previously we have 

omitted the Hollywood Casino at Kansas Speedway, and the 7th Street Casino. The four 

casinos that comprise the Kansas City cluster are the Argosy, Isle of Capri, Harrah’s, and 
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Ameristar. Each of these casinos is located on a river, but none of these is a true riverboat 

that sails out into the river.  

 The average annual revenue for the KC properties is around $178 million, with the 

lowest revenue property (Isle of Capri) at $83.6 million, and the highest (Ameristar) at 

$241.1 million. The other two casinos (Argosy and Harrah’s) each earned $193 million in 

2011. Average admissions was 5.2 million per casino. Average revenue per admission was 

$33.53, with a range of $27.52 to $38.22. The average revenue per position per day was $224, 

with a low of $177 and a high of $271. Compared to the isolated casinos shown in Table 3, 

the Kansas City properties earn more revenue. This is likely due to the simple fact that the 

Kansas City metro population is about 2 million, which can support multiple casinos.   

 

Table 4. Kansas City – individual casino data 

 

Casino Argosy Isle of Capri Harrah's Ameristar

Riverside KC N KC KC Averages

     Total revenue (mil.)+ $193.14 $83.64 $193.30 $241.10 $177.80

     Admissions (mil.) 5.290        3.039        5.057       7.563       5.237

     Square footage 62,000      45,300      63,300     140,000   77,650    

     # table games 39             22             62            74            49           

     # machine games 1,894        1,163        1,585       2,840       1,871      

        Total # positions^ 2,128        1,295        1,957       3,284       2,166      

     Rev./admission $36.51 $27.52 $38.22 $31.88 $33.53

     Rev./position per day $249 $177 $271 $201 $224

^ Positions are calculated by adding machine games to tables, where tables are assumed to

have 6 seats each.

KANSAS CITY - INDIVIDUAL CASINOS (2011)

Notes:  + Total revenue is 2011 for the 2011 fiscal year (July  2010 - June 2011), in nominal dollars.

have 6 seats each.

Performance

Size

Performance Indicators
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 Next we aggregate the Kansas City casinos’ data according to the rings shown in Map 

8. As noted before, we have omitted the far left set of rings – representing the Hollywood at 

Kansas Speedway – from the analysis. The remaining four casinos result in one small 2 mile 

ring (Argosy), and one large 2 mile ring (from west to east, Isle of Capri, Harrah’s, and 

Ameristar). In Table 5, these are refereed in columns 2 mile A and 2 mile B, respectively. The 

performance and size variables simply show the amount of revenue, number of admissions,  

 

Table 5. Kansas City – clustered casino data 

 

 

Cluster (ring radius | ID) 2 mile A 2 mile B 4 mile 6 mile MSA*

Argosy Isle of Capri

     Casino(s) in Ring Harrah's

Ameristar

     Total revenue (mil.)+ $193.14 $518.04

     Admissions (mil.) 5.290 15.659

     Square footage 62,000         248,600        

     # table games 39                158               

     # machine games 1,894           5,588            

        Total # positions^ 2,128           6,536            

Population within ring◊
7,314           40,827          207,653 412,499 2,009,300

     Admissions/ring pop. 723              384               101            51                 10                

     Rev./admission $36.51 $33.08

     Rev./position per day $249 $217

     Rev./ring pop. $26,407 $12,689 $3,425 $1,724 $354

Size

Performance Indicators

Notes:   + Total revenue is for the 2011 fiscal year (July  2010 - June 2011), in nominal dollars.

^ Positions are calculated by adding machine games to tables, where tables are assumed to have 6

seats each.

◊ All estimates from the US Census Bureau (2010). Ring population estimates include all tracts' populations

whose centroids are located within the ring.

* Measures are for entire MSA, even when reported for "ring" populations.

KANSAS CITY - CLUSTERED CASINOS (2011)

Argosy

Isle of Capri

Harrah's

Ameristar

$711.18

20.949

310,600

197

7,482

8,664

$33.95

$225

Performance
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and size of the casino space and composition of casino games. The 2 mile A column has much 

of the same data as shown above in Table 4 for Argosy, since that casino is alone in the 2 mile 

A ring. However, at the bottom of Table 5, we see that the Argosy receives 723 admissions 

per resident living within 2 miles of the casino. Admissions per resident and revenue per  

resident of $26,407 both indicate that a large number of customers come from outside the 2 

mile radius to this casino. 2 mile B represents the first cluster to be analyzed, of three casinos 

less than two miles apart. The total size of these three casinos is close to 250,000 square feet. 

There are approximately 6,500 gaming positions at these three casinos, and their total 

revenue is just over half a billion dollars, with 15.6 million admissions in 2011. As indicated 

in the bottom portion of Table 5, these casinos had 384 admissions per capita within the 2 

mile ring area. Revenue per admission was slightly lower than for the Argosy, as was revenue 

per position per day, at $217. Revenue per capita within the 2 mile ring was less than half 

that for the Argosy, at $12,689. These numbers again indicate that a large proportion of the 

customers likely come from outside the 2 mile ring.  

 When we move on to the larger 4 mile ring (green) in Map 8, we see that all four 

casinos are a part of this cluster. In Table 5, the 4 and 6 mile rings share some of the data, 

namely those that are simple aggregates for the four listed casinos. The data toward the 

bottom of the table are separated by ring radius length, plus the far right column, which is 

based on the Kansas City MSA.  
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 The revenue per population within the ring decreases as the size of the ring increases. 

This confirms that customers come disproportionately from closer to the casino, but also that 

a significant number still comes from outside even the biggest ring (6 miles). Interestingly, 

revenue per admission is similar across all of the different clusters/ring sizes. The revenue per 

position per day varies somewhat across the individual casinos and those of the aggregated 

clusters, but there is nothing that stands out as particularly extraordinary. This may simply 

be an indication that the market is fairly competitive, in terms of offering homogeneous 

products which consumers tend to see as good substitutes. Next we turn to the St. Louis 

market.  

 

St. Louis 

 St. Louis has about 780,000 more people than Kansas City, and it also supports more 

casinos, with a total of six. In Table 6 we show the data for the individual casinos in the St. 

Louis market. Revenue varies widely across the casinos, with a 2011 average revenue of $184 

million. Revenue per position per day is $222, with a range of $172 to $269. This is very close 

to the number in Kansas City of $224. Revenue per admission averages $45.58 for St Louis 

casinos.  

 It is worth noting that the two Illinois properties (Argosy and Casino Queen) have 

several numbers far below others in the market. Specifically, these casinos are much smaller,  

 



 

36 

 

Table 6. St. Louis – individual casino data 

 
 

have lower revenues and many fewer admissions than other properties. The result is high 

revenues per admission, and very low revenue per position per day.  

Next we examine the different casino clusters in St. Louis. An examination of map 9 

shows that the St. Louis market includes two “mini clusters” comprised of just two casinos 

each. These clusters may provide better information on performance, compared to the 4- and 

6 mile rings from the Kansas City market. Prior to examining the casino performance data in 

St. Louis, it may be worth noting that the census tracts in St. Louis seem, in general, much 

smaller than those in Kansas City. We can see this by comparing Maps 8 and 9, even 

considering for the fact that the St. Louis map is pictured using a smaller scale than the 

Casino Ameristar Hollywood Argosy River City Lumiere Casino Queen

St. Charles St. Louis Alton, IL St. Louis St. Louis E St. Louis, IL Averages

     Total revenue (mil.)+ $278.31 $269.29 $73.06 $180.90 $173.22 $130.17 $184.16

     Admissions (mil.) 7.784        6.998          0.944        6.314         6.584        1.946            5.10$         

     Square footage 130,000    120,000      23,000      90,000       75,000      40,000          79,667       

     # table games 72 86 16 59 67 28 55              

     # machine games 2,738        2,503          1,065        2,034         2,011        1,158            1,918         

        Total # positions^ 3,170        3,019          1,161        2,388         2,413        1,326            2,246         

     Rev./admission $35.75 $38.48 $77.39 $28.65 $26.31 $66.89 $45.58

     Rev./position per day $241 $244 $172 $208 $197 $269 $222

Notes:  + Total revenue is 2011 for the 2011 fiscal year (July  2010 - June 2011), in nominal dollars.

^ Positions are calculated by adding machine games to tables, where tables are assumed to have 6 seats each.

ST. LOUIS - INDIVIDUAL CASINOS (2011)

Performance

Size

Performance Indicators
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Kansas City map.16 The implication is that the population in St. Louis may be more densely 

populated in areas served by casinos. This, in addition to the fact that St. Louis has 780,000 

more residents than Kansas City, suggests that the overall casino industry in St. Louis should 

have significantly more revenues than that in Kansas City. 

The revenue per admission data are fairly consistent across the different casinos and 

clusters shown in Table 7, with the exception of the Argosy and Casino Queen, as noted 

above. When we look at revenue per position per day, again these are roughly similar to 

Kansas City properties, with the exception of clusters affected by the Illinois properties; the 

Argosy “cluster B” stands out in this regard.  

In comparing the St. Louis to Kansas City markets (Tables 5 and 7), particularly their 

revenue per admission and revenue per position per day, the markets look quite similar. The 

fact that ring sizes and populations are different, yet these variables are similar, suggests that 

perhaps the industries in both cities are highly competitive. 

 In the next section we make some general observations about the different casino 

markets and attempt to answer the question whether a cluster or isolated casino is more 

effective at raising revenue.  

                                                 
16 The smallest rings in St. Louis represent a 3 mile radius from casinos; in Kansas City the smallest rings are 

2 mile radius. However, the small rings in St. Louis look about the same size, if not smaller, than those in 

Kansas City. 
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Table 7. St Louis – clustered casino data 

 

 

Cluster (ring radius | ID) 3 Mile A 6 Mile A 9 Mile A 3 Mile B 6 Mile B 3 Mile C 3 Mile D 6 Mile E 9 Mile F MSA*

River City Lumiere River City Argosy

     Casino(s) in Ring Casino Queen Lumiere River City (All)

Casino Queen Lumiere

Casino Queen

     Total revenue (mil.)+ $180.90 $303.39 $484.29 $557.35 $1,104.95

     Admissions (mil.) 6.314 8.530 14.844 15.788 30.57

     Square footage 90,000       115,000       205,000         228,000 478,000      

     # table games 59 95                154                170 328             

     # machine games 2,034         3,169           5,203             6,268 11,509        

        Total # positions^ 2,388         3,739           6,127             7,288 13,477        

Population within ring◊
55,781   200,502   405,213 15,418      47,533    49,895       70,425 456,782 987,602 2,787,700   

     Admissions/ring pop. 265        74            36          61             20           127            121              32                  16                  11               

     Rev./admission $28.65 $35.57 $32.63 $35.30 $36.14

     Rev./position per day $208 $222 $217 $210 $225

     Rev./ring pop. $9,817 $2,731 $1,351 $4,739 $1,537 $3,626 $4,308 $1,060 $564 $396

$242

$73.06

0.944

23,000

16

1,065

1,161

$77.39

$172

Ameristar

Hollywood

Argosy

$547.60

14.782

250,000

158

5,241

6,189

$37.05

Performance

Size

Performance Indicators

ST. LOUIS - CLUSTERED CASINOS (2011)

Notes:   + Total revenue is 2011 for the 2011 fiscal year (July  2010 - June 2011), in nominal dollars.

^ Positions are calculated by adding machine games to tables, where tables are assumed to have 6 seats each.

* Measures are for entire MSA, even when reported for "ring" populations.

◊ All estimates from the US Census Bureau (2010). Ring population estimates include all tracts' populations whose centroids are located within the ring. 
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VI. Discussion 

 Stepping back to view the markets from the perspective of tourists – or even residents 

of the suburbs – they may see the different casinos in a market as complementary. Perhaps 

they visit several casinos on a particular visit to the city. On the other hand, locals may view 

the casino market differently. They are much more likely to choose a casino based on where 

they live. That is, they are more likely to view travel time as a key determinant of which 

casino to patronize. The result is that for residents, casinos may be more likely to represent 

substitutes for each other. These two effects together paint an unclear picture about how 

consumers (aggregated) view isolated versus clustered casinos.  

 We should note that the casino market in Missouri has seen multiple changes, from 

new ownership to closures. The casino in St. Joseph changed ownership in 2005; Isle of Capri 

replaced Hilton in 2000; Ameristar replaced Station Casino in 2000; Sam’s Town (KC) closed 

in 1998; Lady Luck replaced Aztar in Caruthersville in 2007; Terribles replaced Mark Twain 

in La Grange (2005); in St. Louis, the President casino closed in 2010; Ameristar bought 

Station in St. Charles (2000); and Harrah’s Maryland Heights changed to Hollywood in 2012. 

Also in 2012, two new casinos opened: Hollywood at Kansas Speedway, and the Isle of Capri 

at Cape Girardeau. Such changes are expected in a fluid, well-functioning market. The fact 

that casinos are opening, closing, and changing ownership suggests the casino market is 

working as economists expect markets to work. This is to the benefit of consumers, and to 

successful producers.   
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 Looking at the revenue per capita at the MSA-level in Kansas City and St. Louis, we 

see values of $350 to $400. Since it is unlikely that many people travel to Kansas City or St. 

Louis specifically for casino gambling (as casinos are fairly accessible in most parts of the 

country), we may view these as average values for revenue per capita, with little or no 

tourism from outside the cities. A comparison to this number, then, provides information on 

the degree to which a particular casino or cluster of casinos draws customers from outside 

the city or the casino’s own immediate surroundings. At each ring size mentioned in Tables 5 

and 7 (and pictured in Maps 8 and 9), the revenue per population is much larger than the 

$350-400 range. The implication of this is that many customers do, in fact, travel from 

beyond the 6- or 9-mile distance in Kansas City and St. Louis to visit the casinos. The average 

value for isolated casinos’ “revenue per capita within 20 miles” (Table 3) is $762. This is still 

double the MSA-level value for Kansas City and St. Louis, which suggests that isolated 

casinos also draw a significant number of customers from outside their 20-mile radius. 

Perhaps these numbers indicate that additional ring radii should be tested.  

 Revenue per admissions is fairly consistent across casinos and markets. This is perhaps 

the best indication that the Missouri casino market is somewhat competitive and that the 

casinos have located in a fairly uniform way across the state’s population. There does not 

appear to be any obviously under-served market in the state, which could be indicated by 

exceptionally high revenue per admission.  
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 The varying values for revenue per population (at different ring radii) confirm that 

the interpretation of casino performance will be very sensitive to the customer base assumed 

for the casinos. Unfortunately, this is one facet of the market on which we have little data. A 

significantly better control for tourism is needed to better address the question of which 

location strategy is more effective. At the outset of this project, it was anticipated that the 

data would reveal an obvious “best strategy,” since Missouri offers two opposite extremes, in 

terms of casino locations. But there is no obvious answer.  

Another interpretation of the data is that, while customers choose their favorite 

casinos at which to gamble, the casinos themselves are constantly changing (numbers and 

types of games; ownership; themes; amenities) in order to remain competitive. This occurs to 

an extent at which the different firms in the industry perform similarly well, just as market 

economics predicts they should. The result is that the casino market appears to be working 

effectively toward maximizing profits and, as a result, tax revenues for the state. We would 

not be able to make this conclusion if the numbers across the casinos were starkly different.  

It may be that we need more sensitive empirical tools and more variables to isolate 

the impacts of casino location. For example, a full set of empirical performance data as well 

as population and demographic data would enable regression analysis of the issue. 

Alternatively, it may simply be the case that both strategies are (roughly) equally 

effective. The clustered casinos simply attract more customers from nearby, and they have 

greater local populations in Kansas City and St. Louis. At the same time, the isolated casinos 
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are all in more rural parts of the state, and likely draw customers from longer ranges, 

generally. These two effects appear to more-or-less balance each other, such that the 

performance metrics across casino clusters and isolated casinos are somewhat similar.  

 

VII. Conclusions 

 Commercial casino legalization and expansion has been an important political and 

economic issue in much of the United States since the early 1990s. In the 1990s many state 

governments limited casino development to rivers and other waterways, but otherwise left 

the locations of casinos to the owners to decide. In the 2000s and 2010s, it has become more 

common for state governments to mandate casino location, specifically by limiting the 

number of casinos in any particular part of the state.   

 The goal of this project was to define “clustered” and “isolated” casino markets, then 

use industry revenue data in order to determine whether one model is more effective than 

the other. Evidence examined in this report does not paint a clear picture. However, it may 

indicate that the two strategies may be similarly effective, at least in Missouri. Of course, a 

comparison of data for different markets might reveal a different answer.  

 There are several limitations in this analysis. First, although the use of Missouri casino 

markets is beneficial because all casinos in the state face the same regulations, we are not 

controlling for other, potentially important variables. Demographics other than population 

are not controlled for, but these could be significant factors affecting casino performance.  
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Second, the use of regression analysis would enable a better isolation of the impact of 

“clustering” casinos versus mandating that they be “isolated.” However, significantly more 

data would be necessary to engage in such analysis. Often the simplest analyses provide the 

best answers, and more technical models are not guaranteed to yield additional information.  

Third, we are unable to control for the proportion of tourists to local residents. Better 

knowledge on who is visiting the casinos would provide a better understanding of how 

casinos attract customers. Although we did control for population near to the casinos, the 

results of casino performance were still similar across casino markets. Perhaps the only way 

to better control for this variable would be to have casinos’ proprietary customers data, such 

as the customers’ home addresses. It is unlikely that casinos would be interested in providing 

such data. (Aside from that, the industry has probably already analyzed such data and have a 

good idea of the range over which customers are willing to travel to casinos.)  

Fortunately, the finding that both “clustered” and “isolated” strategies appear to have 

a similar result is, in fact, an interesting, unexpected result. It suggests that states may use 

either strategy for developing casinos industries effectively. (Again, with the caveat that the 

results may be significantly different in different markets.) Until the analysis is repeated for 

different markets, and different results are found, we cannot make any strong conclusion 

about the relative effectiveness or importance of different location strategies.  

What we can say is that, given the restraints placed on the industry by government, 

the casino industry in Missouri appears to be behaving as a relatively competitive industry, as 
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the numbers for the different firms are quite similar across firms and markets. This occurs as 

the industry changes size, composition of machines and tables within casinos, and competes 

in other ways for customers. The industry appears to be quite effective at dealing with 

changing regulations and market conditions. 

Of course, it is likely that politicians write legislation legalizing casinos based on 

factors other than economics. The purpose of mandating isolated casinos may simply be a 

means of maximizing votes in favor of legalizing or expanding casino gambling. If voters 

expect a casino in their area or region to provide economic benefits, then the isolated or 

regional casino model may help garner voters’ support from across the state. This may be 

critical for casino referenda to pass, and might be more effective than offering voters a casino 

development clustered in a single city. As noted previously, this political issue is potentially 

interesting, and should be addressed by future research.  

Lastly, we should note that the effect of location decisions, whether the result of 

legislation or profit maximizing behavior by firms, is related to other important concepts, 

such as “market saturation,” an issue that has been addressed in both Missouri and Illinois 

(Gallagher 2014, Walker and Nesbit 2014, Barrow, Borges, and Meister 2016), and to gravity 

modelling (Barrow and Borges 2014). All of these concepts are intertwined. Perhaps a more 

comprehensive approach would yield different conclusions as to whether a clustered or 

isolated casino location model is more effective. 
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