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Executive Summary

Brief Description

In large cities such as NYC, there are a great number of individuals have good
tastes in art. Many of them, such as wall-street bankers and traders, also like to seek risks.
They are smart enough not to gamble too much although they still feel excited in the
uncertainties. This venture provides an opportunity for artists to showcase their casino-
theme artworks in an immersive AR casino theme experience. The audiences have an
opportunity to view and collect art in a setting that feels like casino, with drinking
services, music, and various casino games using playing chips. Potential revenue
generation comes from selling tickets, selling playing chips, and commission of art sales.
It is a unique combination of the excitement of casino and the beaty of art allowing
people enjoy gambling without financial loss. The proposed business has a strong impact
to the art market. It provides a new art exhibition experience that can attract audiences
into an immersive setting, which increase willingness to purchase artworks with casino

themes.

Target Audience

The main target audiences are people who like both art and gambling, especially
wealthy individuals, such as wall street bankers and traders, who appreciate art and enjoy
the excitement of risk seeking. Financially successful people often love uncertainties and
risks. Many of them love going to casinos but are limited due to time and financial
responsibility. Casino-theme artworks can match their preferences and an immersive

casino setting can further boost their interests.



Limitations

There are some limitations of the business model. First, the volume of the ideal
target audience can be limited. The people who are most interested in this business are
who enjoy both art and gambling. These target audiences are relatively easy to find in
large cities but might be more difficult to find in smaller ones. Therefore, the expansion
of this business smaller cities might be limited. The next limitation is the location and
capacity. Casinos are normally grand and spacious, and the virtual setting should re-
create this experience. Meanwhile, art exhibitions should be in premium locations.

Therefore, the rent and capacity of the venue could be either hard to find or costly.



Art Business Idea and Description

Opportunity

As economy continues to grow in big cities, people have been continuously
developing interests in art. However, most art galleries offer opportunities for people to
visit. But most of those art exhibitions lack themes and interactions with their audience. It
makes visiting art galleries a boring experience. Many people who appreciate art also like
going to casinos and bars, but not having the opportunity either because of financial risks
or limited availability. A combination of art gallery, bar and casino would offer unique

experience to the general public who have interests in new and exciting art venues.

In prosperous places, such as New York City, there are wealthy individuals who
have good tastes in art. They actively seek for and collect fine art pieces because of their
appreciation of art as well as their beliefs of them going up in value in the future. Many
of wealthy people, such as Wall-Street bankers and traders, also like taking risks. Besides
financial trading and investments, gambling in a casino is another way to satisfy their
need for excitement. On the other hand, most of those financially successful individuals
are intelligent enough not to gamble irresponsibly, despite their craves for excitement
from uncertainty. There are currently no places that can meet the demand of appreciating

art and finding excitement at the same time.

Another existing need comes from the selling side of the art business. Many
artists, specifically those who make gambling/casino themed art pieces, have a difficult
time finding a proper distribution channel. Some of them showcase their work in a

gallery, similar to many luxury brands, located near the entrance or the exit of a casino



floor. It is a great location for art galleries and luxury stores because their customers,
especially lucky gamblers, often make irrational purchases after scoring huge and
unexpected winning. There are two main problems with this business model. First, the
space is limited and only available in places like Las Vegas. Only a selective artists can
present their work in those galleries. Second, the premium of commission of those
galleries is often quite high because of the lack of competition. As a result, many artists
who make casino/gaming themed artworks do not have great channel to promote and

distribute their artworks, despite of high demand among wealthy individuals.

The proposed business venture creates an environment that seamlessly immerse
art into a virtual casino setting, satisfying the unmet demand in a unique and creative way.
It is able address three existing demands at the same time. First of all, it can satisfy the
need of art buyers to collect fine pieces with a gambling-related theme. Secondly, it can
create an exciting and responsible experience for those who like seeking uncertainties but
decide not going to a casino because of the lack of availability or worry of financial loss.
Last, it can serve as a platform for artists to properly promote and distribute their
artworks. The channel has more available space and lower costs compared to a premium

art gallery near a casino.

Solution Description

The solution is a new type of venue that creatively combines art exhibitions with a
casino setting, hence the name “Artsino”. It is a revolutionary experience allowing the
audiences to view and collect artworks in a setting that resembles a casino, with drinking

services, music, and various casino games using playing chips. It changes the way



general art audiences and art collectors examine artworks. The tour is intended to provide
immersive interaction between the environment and the customers. It creates

entertainment meanwhile exhibiting art pieces to audiences and potential buyers.

On the other hand, artists can showcase their casino-theme artworks in this casino
setting. They can also create artwork for their customers during their stay. For example,
artists can paint their customers while they are playing at a game or drinking at a bar. The
venue designates a large showroom for casino-related art exhibitions, with professionally
trained sales representatives introducing their work. Smaller and mass-produced items
will be displayed and sold in the gift shop, allowing customers to purchase on their way

out.

Figure 1 shows a sample floor plan for this venue and a sample tour for the
audience to enjoy the experience. The customers will enter the front entrance on the
bottom left corner of the building (indicated as Entrance). At the entrance, the visitors are
able to purchase or redeem the tickets and receive complementary playing chips. The
chips can be used in all activities during their stay, such as playing games, buying drinks
or items in the giftshop. Additional chips are available to purchase at the entrance or the
vault in the casino floor. Drinks are also provided at the entrance so that people can enjoy

while viewing the artworks.

The first room (indicated as Room 1 — Exhibition Hall) displays art pieces from
represented artists. Sales associates will be introducing the information of the work and
the artist and answering all questions from the audience. The setting of the room is
different from traditional galleries. It has a darker environment with spotlights

highlighting the art. Paintings with a casino and gambling theme will be displayed.



Figure 2 to Figure 4 shows examples of this type of paintings. Virtual images of art and
casinos will be projected on the surrounding walls. It gives the audience an immersive

sense of visiting exotic and high-end casinos around the world.

After the Exhibition Hall, people will enter the Game Room (indicated as Room 2)
where casino games and live paintings will be taking place. The visitors will be able to
participate in many varieties of the casino games with their play chips redeemed with
their tickets. Additional chips are available to purchase at the entrance or at the vault
areas in the Game Room. Drinking services are also available at by using playing chips or
cash, which gives incentives for the customers to play in the games and earn playing
chips. There are artists available at the games, who can be commissioned to capture the

exciting moments of the customers playing.

The next room (Indicated as Room 3) is an interactive and immersive room with
advanced technology, such as digital video projection, augmented reality (AR), and
virtual reality (VR) devices. People can view additional art at different environments,
such as foreign casinos or famous bars. The walls of the room will be displaying videos
and images of casino-themed arts from different parts of the world. With help of
advanced technology, customers can have a wide range of experience all within the same

room. The tickets, similarly, are available to purchase with cash or playing trips.

The last stop before the end of the journey is a gift shop. People can purchase
additional art and crafts from local artists and small items such as poker chips or cards
with an art theme. There will also be artist making customized crafts and drawings in the

giftshop for the audience to purchase. All of the items and services can be purchased with
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playing chips to further boost the incentives of the games. This marks the end of the

journey and people will enjoy the combination of art and gambling at the same time.

Potential Customers

There are three categories of potential customers in this venture. The first
category are wealthy individuals in large cities, such as wall street bankers and traders,
who appreciate art and enjoy the excitement of risk seeking. Many financially successful
people in New York loves uncertainties and risks. Some of them also love going to
casinos but are limited due to time and financial responsibility. Casino-theme artworks
can match their preferences and an immersive casino setting can further boost their
interests. The second category is the general public who has interests in both art and
gambling. The overall experience is the main selling point for these customers. They will
be enjoying the journey by playing live games and viewing different forms of art.
Advance technology will also help creating a unique experience that people normally
spend a fortune to obtain. The last category is the artists who are interested in creating
casino-related art forms. The platform will provide great opportunities for displaying and
selling their products because the right audiences are targeted. Most people who come to
the venue will be particularly interested in their products and services, making a great

match between the two sides of the market.
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Customer Survey

Interviews were conducted with multiple players at the casino about the concept

of Artsino. The overall feedback was positive, and people were excited about this

experience. Here are some of the interview responses:

Sophie, 31 years old, UI designer. “It would be a really nice event to attend with
friends and we will have so much fun. It’s a party with art to enjoy. Drinks and
casino games are a great addition.”

Edwin, 41 years old, product manager. “I have always loved card games and have
been to casinos to release the stress of my busy life. I also really wanted a self-
portrait that captures the moment that [ win in a game. It would be nice to leave a
great memory about playing games.”

Michael, 63 years old, retired. “I’ve been playing games for my whole life, and I
also like to collect arts. I enjoy playing poker. It keeps me thinking and sharpens
my mind. Playing Texas Hold’em, I have to pay full attention and concentrate to
every move that [ make. I keep my poker face on, but if there’s a painting that can
capture the subtle emotion from my face and the intensive situations, I'm
definitely happy to see and own it. It’s excited that in your Artsino event there’ll
be live painting on location, I’'m looking forward to it and see what I will be like
in that special piece of art.

David, 35 years old, engineer. “My girlfriend loves art and I love playing poker.
This event would be the perfect date for both of us. She doesn’t like gambling, but

this event is not real gamble. Perhaps I can introduce her the games without real

12



costs. She will enjoy seeing the art exhibition and sitting beside me when I play
the card games. It would be really cool to have a live painting of us of this special
date. I’ll buy it and it’d be a very memorable piece of art. I can’t wait for this
event to happen!”

Jessie, 33 years old, art teacher. “Casino art, that’s interesting. I have never really
thought about this type of art, but I’'m looking forward to see it. I’d go with my
girlfriends, check out some art, have a few drinks and enjoy a nice evening
playing some games. It’d be fun to have a painting that includes me and my
girlfriends. It also reminds me of the painting — dogs playing pokers. How about
some beautiful lady dogs playing poker this time? I’d like to hang this art at my

room!”
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Business Model and Success Metrics

Sources of Revenue

There are five sources of revenue that will allow financial success for this venture.
They are: 1) tickets to enter, 2) playing chip purchases, 3) additional services, 4) giftshop

sales, and 5) commission from selling artworks.

The first source is from selling playing tickets for entrance. People will need to
purchase tickets in order to enter and enjoy the experience. This is different from
traditional galleries or casinos where the entrance is generally free. The immersive
experience with advanced technology provides benefits and entertainment that is similar
to a theme park. As a result, selling tickets as a reasonable price is justified. In addition,
certain amount of playing chips will come with the tickets. This allows the customers to
participate in some of the games, services, and activities without any additional costs. It
is similar to an initial “buy in” in a casino. If one is lucky, he or she can earn more chips

and spend them on additional products and/or services.

The second source of income is from selling additional playing chips. In the
casino games, some people will win, and others will lose. The loser players are often
willing to purchase additional chips to continue enjoy the games and hopefully get their
lost back. Therefore, additional chips are available to sell at the Game Room floor.
Unlike traditional casinos where customers can cash out their chips, in this case, the chips

cannot be cashed out, but only used for products and services. As a result, any selling of

14



the chips is additional income and there is no need to worry that customers will cash out

those chips. This is also the main difference of this venue from traditional casinos.

The third source of revenue is from additional services, such as live painting,
drinking services, and advanced technology experiences. Some people will use playing
chips for those services. Those incomes will not be categorized in this part because they
are mainly captured by the income from selling playing chips. On the other hand, there
will be people not having enough playing chips and choose to use traditional payment
methods. This income is significant if the services are attractive, such as reasonable

priced drinks and high-quality live paintings.

The fourth source of income comes from the gift shop sales. It is the last place to
visit before exiting the venue. If customers had a memorable time, they would be likely
to purchase some souvenirs. More artists will be present in the giftshop to showcase and
make customized art pieces to customers. Similar to other places in Artsino, playing
chips can be used to make purchases at a lower exchange rate or limited amount. The

customers can take home the extra playing chips and use them the next time they visit.

The last source of income comes from the buyer’s side as sales commissions.
Artists will showcase their works and make sales to interested customers. Similar to
traditional galleries, certain percentage of the sales will be collected as the commission of

the gallery, which can further boost the overall income.
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User/buyer Differentiation

There are mainly two categories of product and services that Artsino offers — the
experience and the artworks. For the experience, the users and the buyers are the same.
People will purchase the tickets and playing chips to visit the venue. They will be
enjoying the art as well as the games. Therefore, it is important to provide the best
environment and entertainment so that the users can fully enjoy. In art sales, on the other
hand, the users and buyers are not necessarily the same people. If someone buys an art
piece to display in their houses or as a part of the collection, the user and the buyer is the
same person'. In this case, it is important to provide comprehensive information and
background of the art and the artist so that the customers are informed. If someone buys
the artworks as gifts to their friends or relatives, the buyer and the user are no longer the
same person. In this case, the presentation of the art becomes important so that they can
quickly show their quality and tastes. It is important to differentiate the type of customers

and the reasons why they want to make purchases.

Initial Funding and Break-even Analysis

To estimate the break-even point, the revenue and the total cost need to be
evaluated. The revenue comes from the previously mentioned sources of income.
Furthermore, it increases as the number of customers grows. The total cost can be
categorized as fixed cost and variable costs. The fixed cost, such as rent and utility,

typically does not change with respect to the number of customers, whereas the variable

! Providéncia, B., Maria da Graga Guedes, and Joana Cunha. "Cultural and communication common
grounds in art craft and design." (2005).
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cost, such as the cost of drinks and services, depend on the number of customers. The
breakeven point depends mainly on how soon Artsino can cumulates reputation and how

well it can attract customers?.

Revenue per month and accumulated revenue are estimated based on the increase
of customers on a monthly basis. It is projected that the volume of visitors will increase
linearly per month in the first two years, starting at 10 customers per day at the beginning
and scaling to 240 customers per day in the end of year 2. The trend will eventually
become saturated as the business becomes mature, but it will happen after two years. The
average spending of a customer is estimated to be $50, which includes the price of the

entry tickets and averaged additional spending on services and goods.

The variable cost associated with the number of customers is also increased as the
volume grows. The average cost per customer is estimated at $20, which includes the cost
of services such as the cost of alcohol, replacement of playing chips, additional
waitresses, etc. The fixed costs, on the other hand, does not scale with the increase of
customers. It includes costs such as rent of the venue, purchases of equipment and
devices, marketing, and salary of employees. The rent is the most dominant cost because
Artsino will be in a busy location to attract more people, but not overly lavish sites for
cost concerns. The rental cost is estimated at $5 per square foot, which leads to $25,000

per month and $600,000 for a two-year contract for a 4000 square foot venue.

The break-even point is projected to happen by the end of the first year, when the

total revenue matches the total cost of the project. Notice that time value of money is

2 Matton, Collin G. "Just One More Hand: Life in the Casino Economy." (2018): 263-265.
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ignored in this part of the analysis and no discount was applied to any number. Figure 5

and Figure 6 shows the projection of profit and breakeven point.

Success Metrics

Similar to all successful business, there are key metrics in the Artsino project that
can be measured to ensure that the venture is on the right track. Besides revenue and net
profit margin, the most important metrics, there are three key metrics that is important to
measure and monitor its success®. They are: 1) the average volume of customers visiting
on weekdays and weekends; 2) revenue growth year-to-date; and 3) the reviews within

the community, on media and social network websites.

Revenue and net profit margin are the direct indicators of how the business is
doing. Month-over-month revenue shows whether people are interested in visiting the
venue and making purchases and whether the marketing efforts are paying off. It is
calculated by summing up all income from the sources of income. The most obvious way
to improve the revenue is to have more people coming to the venue and making more
purchases. Revenue growth will be a long-term strategy rather than temporary boost
tactics. The overall quality of our services, such as games and drinks, will ensure that
customers are satisfied with the experience and will be likely to revisit. Marketing is
another important tool to make sure that more people are aware of this venture and can

potentially boost the volume of customers.

% Gaumer, Carol J., Kathie J. Shaffer, and Corey A. Knipple. "CREATIVE PLACEMAKING:
MARKETING COMMUNITIES AND SUCCESS METRICS." Journal of International Business
Disciplines 14, no. 1 (2019).
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The net profit margin is also a key indicator whether the business is making a
profit and how it can sustain and grow in the long term. It is calculated by reducing all
expenses from the total revenue. In addition to increase revenue, reducing costs will also
be an effective way to boost the net profit margin. This can be achieved by having a
comprehensive plan in managing variable and fixed costs. Investment in technology can

further reduce the cost of operation.

Another key metric to measure success is the volume of customers. The weekday
volume will be different from the weekends and holidays. As a result, strategies on
pricing and incentives need to be implemented to maintain a high and consistent volume
of customers on any given day. A greater number of customers visiting will create a more
dynamic environment that can be beneficial to the casino setting, which can further
attract visitors to participate in games and events. Therefore, the volume needs to be

closely monitored.

In addition to revenue, the growth of revenue is also important to measure how
well the business is doing and will be doing in the future. Besides focusing on repeat
customers, which will ensure promising revenue, the business needs to have a sound
strategy in growing the geographic reach and attract new customers. If the business
model is proven successful, more venues can be open at locations with similar

demographic structures. This can further increase revenue of the business.

Last, the reviews within the art and gambling community, as well as reviews on
media and social networks, are important to maintain success in this business. Customers,

especially who are visiting for the first time, will likely receive the information hearing
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nice reviews, either from word-of-mouth or by reviews on websites such as Yelp or
media such as Instagram. It is a high priority to ensure the quality of service so that the
customers have a pleasant experience and are willing to leave positive reviews and give

out referrals.
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Market Analysis

Market Identification

As an entertainment center and an art gallery, Artsino serves as an intermediary
that attracts potential customers from both sides — people who come to have fun and buy
artworks, and artists who sells their products and/or provide art related services.
Therefore, when defining its market, it is necessary to have two separate categories for

each side of the customers.

Entertainment Market

First, Artsino is an entertainment center with immersive art exhibitions, live
games, and other services. The market segment that Artsino targets is primarily the
individuals who enjoy excitement of gambling and appreciate art related products and
activities. Because the venue involves drinking and gambling, although using playing
chips, the main demographic trend is toward adults — both young and older population®.
They will be living in large cities and have decent education and earning with extra to
spend on entertainment and art. Because Artsino has a physical venue for the events, the
main customers should be within reasonable distance of its location. This is the main

reason that Artsino should be located in popular and large cities, such as New York.

For young customers, art exhibitions with high technology can be a main selling
point because many young adults seek for adventures and novel experience, such as

immersive environment and virtual reality. It provides new types of art gallery experience

4 Huebsch, Kevin. "Taking Chances on Casinos—gaming casinos." American Demographics (1997): 3.
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compared to traditional art exhibitions, where young adults sometimes find boring and
tedious. Those young customers share some similar psychographic traits, such as active

lifestyle and appreciation in art and technology.

On the other hand, older population would greatly enjoy live game and on-site
painting. They generally have a better taste in art and enjoy excitements from various
type of games. The venue provides an opportunity for the older population to enjoy
casino games while eliminating the risks of financial loss. This type of customers shares
similar psychographics as well, including interests in gambling and drinking, and a

general positive attitude towards uncertainties and excitements.

Art Gallery Market

Second, Artsino is an art gallery that direct the right customers to the artists who
are selling their works or providing art related services. The demographics for people
who are buying artworks trend toward older population with high assets, which can
support their preference of art collection. Because Artsino is a gambling themed art
gallery, only a segment of the total art collection market can be captured. In particular,
people who likes both art and gambling will be the main customers for this sector. They
are typically highly educated and have or had great career success. In terms of
psychographics, they have a stable lifestyle and values art collection greatly — either
because of their interests in art or because their beliefs in the potential growth of the

value of their collection.
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Market Size

Because of the nature of the venue, most sites of Artsino can only serve the
demand from the market for one physical area — typically one city. As a result, when
evaluating the total market size, one typical large city, such as New York City, is
examined. The business and its corresponding market can be scaled up by opening new
venues at different locations. The market size of the arts, entertainment, and recreation
industry in the United States declined by roughly 36 percent in 2020 over the previous
year. Overall, this industry's market size was valued at around 221 billion U.S. dollars in
2020. This figure was forecast to reach 275.5 billion U.S. dollars in 2021° (Figure 7). The
United States has ten cities with over 1 million people and an additional 27 with over
500,000 people. By reasonable estimation, a typical large city has about 1% of the total
US market, which is about 30 billion dollars per year. Of course, this large number
represents the total market of art, entertainment, and recreation businesses, which
includes a range of enterprises and organizations that operate establishments or provide
services to satisfy the various recreational, entertainment and cultural interests of
consumers. Such subsegments include performing artists, spectator sports, museums,
historical sites, amusement parks and gambling industries. The main activities include:
Performing arts companies; Spectator sports; Promoters of performing arts, sports and
similar events; Agents and managers for artists, athletes, entertainers and other public
figures; Independent artists, writers and performers; Museums, historical sites and similar

institutions; Amusement parks and arcades; Gambling industries; and other amusement

5 Market size of the arts, entertainment, and recreation industry in the United States from 2011 to 2021 -
https://www.statista.com/statistics/1 17473 7/arts-entertainment-recreation-industry-market-size-us/
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and recreation industries °. Although the market declined during the COVID-19
pandemic in 2020 and 2021, the trend of growth is bouncing back at a rapid pace, which

would result back to the pre-pandemic level within a couple of years’.

Demand Estimation

In the past two years, the demand for art and entertainment declined during the
COVID-19 pandemic because the overall economy is suffering from job losses and
income impacts®. The demand has been growing since the lowest point and the trend
remains positive for the past year. Figure 8 shows the amount of money consumers spend
on admissions to performing arts events’. If the trend continues, the estimated consumer
spending on art events can reach 20 billion across the entire US. This can be scaled down
to 200 million dollars for a typical large city (1% of total amount), which can serve as a
baseline for the demand estimation from the customer side. This is the total demand for
all the art events in a city. Artsino is a new player in this field and the initial demand
might be limited, depending on the effort from marketing. In addition, only a portion of
the visitors will be attracted to the theme that Artsino will be offering — name casino and
gambling enthusiasts. Conservatively, the demand from the first two years can reach 0.5%
to 1% of the total demand, which translates to 1 million to 2 million dollars of demand.

This agrees with the revenue projection in the previous chapter.

6 U.S. Bureau of Labor Statistics - Arts, Entertainment, and Recreation: NAICS 71

7INDUSTRY RESEARCH REPORTS - Arts, Entertainment and Recreation Industry in the US

8 Jeannotte, M. Sharon. "When the gigs are gone: Valuing arts, culture and media in the COVID-19
pandemic." Social Sciences & Humanities Open 3, no. 1 (2021): 100097.

° Greg Guibert & lain Hyde, ANALYSIS: “COVID-19's Impacts on the Arts and Culture”, COVID-19
RSFLG Data and Assessment Working Group Weekly Outlook, Week of 4 January 2021
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Growth and Drivers

The business model of Artsino is scalable by opening more venues at different
locations. To ensure continuous growth, however, characteristics and key drivers must be
carefully examined. There are four key drivers the business of Artsino must pay attention

10,11

to ensure long-term growth and success'”'' — infrastructure, people, strategy, risk and

reporting.

First, the infrastructure is a key selling point of Artsino. It is ultimately an
entertainment center and an art gallery, both of which requires spacious and comfortable
environments. The venue may start with smaller buildings and limited number of
equipment and gaming facilities. But as the business grows, it needs to keep adjusting the
infrastructure to accommodate more people. Similar to casinos, the gaming lobby needs
to be fancy and welcoming, with appropriate lighting conditions and decorations. On the
other hand, the art gallery needs to be tasteful and spacious, with professional sales
introducing artworks. The high technology rooms need to be equipped with state-of-the-
art devices to allow modern representation of the theme via immersive experience and

virtual reality. All those aspects put great emphasis on the infrastructure.

Second, people and operations represent a key growth driver. Growing strong in
art and entertainment business requires teamwork and all individuals need to have a clear
understanding of the path that Artsino is taking. The founders need to communicate with

the group of individuals and make sure that they are trustworthy and have same goal and

10 Prinz, Aloys, Jan Piening, and Thomas Ehrmann. "The success of art galleries: A dynamic model with
competition and information effects." Journal of Cultural Economics 39, no. 2 (2015): 153-176.

1 Assaf, A. George, Ljubica Knezevic Cvelbar, and Marko Pahor. "Performance drivers in the casino
industry: Evidence from Slovenia." International Journal of Hospitality Management 32 (2013): 149-154.
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values. The quality of the employees, such as game dealers, bartenders, performing artists,
and sales associates, is very important to ensure the customers having pleasant experience.
The leadership team members need to have a clear vision and energetic attitudes when
going along the entrepreneurial road. The operation needs to be smooth and effective so

that the costs can be driven down, and all spending can be effective.

Third, the strategy is a key driver to success. The art and entertainment businesses
are growing fast, and no business plan can last forever. The strategy needs to be agile and
focused. This might involves bringing a new game to the venue, a new service to the
rooms, and new marketing campaign ideas. The growth can be accelerated by having a
fast-paced strategy that can develop new products and services, which can then be

expanded into new markets at another location.

Last but not least, the risk and reporting are another key driver for a rapid growth.
As the business grows, so it is essential to establish controls to manage the inevitable
risks that accompany rapid business development at Artsino. The reporting element, both
internally and externally is also important for company growth. Management teams need
to communicate clearly between themselves, to understand business performance and
delivery against future targets. Similarly, the company needs to report important
information, such as revenue and expansion plans, effectively to external investors and

other stakeholders. It can help maintain their ongoing confidence and support.
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Potential Competitors

Because Artsino is a hybrid of art gallery and casino entertainment center, the
competition comes from both areas and needs to be carefully addressed. By
understanding the competitors from both sides, Artsino can adapt its strategy to compete

with the other players in the field.

First, traditional art galleries and art performing companies are the main
competitor in art exhibition and sales field. Their main strategy is the connection with the
artists and clients. This connection is established by entering the business early and stay
for a longer time. The strategy of most of those galleries and companies, on the other
hand, still follows the traditional method of exhibition and selling. They try to attract
people to enter their venue by advertising and opening at convenient locations. They
sometimes have contracted artists who provides artworks and perform art services. The
market is highly segmented and therefore each gallery or company only holds a small
share of the total market. Even 1% of the total art market in a large city is significant and

the gallery can survive comfortably with this share.

Second, casinos and other entertainment centers are strong competitors with
Artsino in terms of attracting customers to come and enjoy. They provide excitements
and entertainments by having interesting games and shows, which is similar to the
services that Artsino is providing in its gaming lobby. Their main strength is the scale of
infrastructure — most casinos are fancy and luxurious. Their main strategy is to attract
more people to come and play. The revenue they acquire are mostly from the losses of

their customers. Therefor, in order to attract more people, they have to make the games
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addictive and give their customers incentives and complementary goods and services.
The market is very concentrated because only a few casinos can acquire gambling

licenses.

Strengths and Weaknesses

Strengths

Even though the competition is tough in both art and gambling fields, there are
several advantages that Artsino possesses in both battlefields that allows it to survive and
succeed. When competing with traditional art galleries and companies, Artsino is more
focused. It has a specific theme of gaming and gambling, which allows the company to
design specific decoration and environment to satisfy the customers. The customers who
come will have a better overall experience. This focused selection of customers, although
causing a smaller market share, will attract more game and casino theme related artists to
showcase their works, because the focused customers are more likely to make purchases

than a random person walks into a random art gallery.

In terms of competing with casinos, the main strength of the company is that it is
using playing chips. This can recreate the gambling experience without the potential
financial losses and gambling addiction issue. The players can be properly incentivized to
play and win by having a comprehensive playing chip redeeming strategy where people
can use their playing chips to buy goods and services. As a result, Artsino is more family
friendly, and people can come to enjoy the experience without being afraid of losing a lot

of money and becoming addictive to gambling.
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Weaknesses

There are also some weaknesses that Artsino has when compared to their
competitors. First, as a new art gallery, it is difficult to quickly establish relationships
with artists, art dealers, and art collectors. Marketing and advertising are needed to allow
more people aware of it and willing to come and visit. Another weakness is the revenue
stream from gaming lobby. Because Artsino eliminates the risks of the customers losing a
lot of money, the revenue will be smaller than traditional casinos where a certain
customers can lose their bankroll in one night. This risk can be mitigated by having better
services, which allow customers to purchase more playing chips and spend their winnings.
The cost of gaming devices can also be scaled down. For example, the equipment and
devices, such as playing cards and shuffle machines, can be used longer because it does
not need to be casino graded to ensure perfectly mathematical fairness. Costs in anti-
cheating can also be saved because it is extremely unlikely that an individual will spend a

lot of efforts in cheating for playing chips.

Barriers to Entry

In How Competitive Forces Shape Strategy, Michael E. Porter systematically

defined the threats of entry into six major sources!?:

1. Economies of scale. This is greatly relevant to Artsino because it is starting from
scratch. Many casinos operate in chain business, which means that they can acquire
equipment in bulk orders. The cost of purchasing equipment and drinks, as well as

the cost of marketing, will be significantly lower. This can be mitigated by

12 Porter, Michael E. "How competitive forces shape strategy." (1979).
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2.

5.

purchasing lower quality gaming devices at more reasonable prices, because the
demand for mathematically perfect devices is not as high as the real casino.
Product differentiation. The barrier to entry in this category is less impactful for
Artsino because the services that it provides is different than any other art galleries
or casinos, which is the main strength of this business. The customers can expect a
new experience of the combination of art and gaming without potentially large
financial losses.

Capital requirements. The need to invest financial resources is higher than
traditional art galleries because of the additional elements of gaming, so it is more
difficult and financially involved to start Artsino. On the other hand, the capital
requirement is much lower than regular casinos because of the smaller scale and less
need of security and gambling fairness.

Cost disadvantages independent of size. This barrier can be significant to Artsino as
well because entrenched companies have established for longer time. They have
already gone through the learning curve and have chosen more favorable locations.
Fortunately, Artsino is not a real casino. As a result, any mistake in the early stage of
the business will unlikely cause a catastrophic financial loss. In terms of location, it
might be wise to choose a less premium place to start because it will drive down the
cost significantly. Because of the special theme, customers will be willing to travel
to enjoy this experience.

Access to distribution channels. Because Artsino is a venue that does not distribute
goods and services outside the location. The barrier in accessing to distribution

channels are minimal to this business. The only concern about the distribution
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channel is the ways in which the entry tickets are sold. This can be done directly on
the company’s website. Other platforms, such as Ticketmaster can also be used to
distribute tickets, but additional fee may apply.

Government policy. Artsino needs to treat this barrier with caution. Although it is
easy to start a new art gallery, a new casino is a completely different story. Artsino
needs to position itself so that it is not registered and viewed as a real casino,
because acquiring a casino license is an unsurmountable barrier that the business

does not want to proceed.
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Marketing Strategy

Market Objectives

Marketing Objectives

In order to establish effective marketing objectives, the SMART philosophy is
followed!? — they will need to be specific, measurable, attainable, relevant, and time-
based. As a startup, there will be three main marketing objectives — growing brand

awareness, increase ticket sales, and starting membership signups.

Growing brand awareness — increase market share and market penetration by
improving brand awareness in the first 12 months, as measured by an increase in brand
name search by 50% through social media saturation, social media ads, and an influencer

campaign.

Increasing ticket sales — reach 50% of the total capacity by the end of the first
year on weekends and holidays, and 25% during weekdays by the end of the first year.
Reach 100% of the total capacity on weekends and holidays, and 50% during weekdays

by the end of the second year.

Starting membership signups — acquire 2500 new membership signups by the end
of the first year and 5000 by the end of the second year through promotion, incentives,

and membership bonus programs.

13 Baker, Michael J. Marketing strategy and management. Macmillan International Higher Education, 2014.
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Marketing Initiatives

To reach the overall marketing objectives, marketing initiatives will be needed. It
includes new marketing ideas, campaigns, and solutions to tackle any obstacles in
reaching the objectives of the company. Three marketing initiatives will be created at the

beginning of the business.

Celebrity and Influencer Collaboration — This is the quickest way to grow brand
awareness. Because Artsino is a combination of art gallery and a casino, celebrity and
influencers from both fields can be invited to promote the business. Both established and
aspiring artists can be collaborated in this program to promote the venue in their social
media outlets. In terms of the casino sides, famous poker players, such as Tom Dwan or
Daniel Negreanu can be invited to participate in some of the games. The brand awareness
will quickly grow by leveraging their popularity to draw attention to the new business

concept.

Membership Bonus Campaign — In order to quickly accumulate regular customers,
a membership bonus campaign will take place at the beginning and during holidays.
Players will be able to sign up for memberships at no charge. When they participate in
game or purchasing goods and services, the membership card will record the time and
transaction and give out reward points. The players can use their points to redeem raffle
tickets during the program and earn nice gifts, such as gift cards or a new iPhone. This
will incentivize players to come more frequently, which can help reaching the overall

company objective.
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Podcast Program — By launching a podcast program, the customer retention rate
can be improved. Podcasts are similar to direct mail of the new digital era and can help
bring in new customers as well as retain loyal ones. Artsino will create its own podcast
program by inviting relevant internet podcasters to engage and inform people with
interesting programs. Customers will be encouraged to check back in and keep up with
new episodes about the world of art and gambling. The programs will be delivered to the
customer’s smartphones and other devices. It is important to understand the audience,
who will most likely be customers interested in both art and gambling. It is planned to

create at least one podcast episodes per week and promote it via email and social media.

Product Positioning

Because of the nature of Artsino, it can be strategically positioned and is able to
fit in the marketplace. It will have a unique position among art galleries and casino
entertainment centers. Against the competition from traditional art galleries, Artsino will
be positioned as a theme gallery that only exhibits casino and gaming related artworks.
The on-site artist will be specialized in producing this style of art as well. This allows
Artsino to distill the audience and showcase the relevant artworks that can target
specifically what they want. It is the reason why when a customer is looking for or an
artist is presenting the specific type of artworks, they will come to Artsino rather than
other generic art galleries or exhibitions. On the other hand, when competing against
casinos and gaming centers, Artsino offers competitive advantages by mitigating the risks
of customer’s losing a large sum of money or becoming addictive to gambling. It offers a

healthier and lower risk alternative to traditional casinos because the games here are
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played with playing chips and no cash out options are available. It is also filled with

artworks and artists, which will make Artsino more tasteful and informative.

Product Pricing

There will be two components of the product that requires pricing — the entry
tickets and playing chips. They contribute to the majority of the revenue stream of the
business. The first component, the entry tickets, will be priced at $50 per person. This is
determined by comparing with a typical digital and immersive art exhibit tickets, which is
around $30 to $40. A premium is added to the tickets of Artsino because the entry ticket
also comes with a voucher of $20 worth of playing chips. It gives incentives to the
customers to participate in games and allow them to understand the process of getting and
using the playing chips. If they do not want to play any game, the playing chips can be
used to redeem drinks or to purchase some small items in the gift shop. As a result, no

playing chips will be wasted.

The second component is the refilling of the playing chips. If a customer loses
their starting playing chips in games or have used them in products and/or services, they
have the option of purchasing additional playing chips at the booth or the vault at a
certain exchange rate. The exchange rate will be structured in tiers — the more people
exchange, the better exchange rate. For anything below $100 playing chips, the rate will
be 1:1. The exchange rate will increase to 1:1.1 if one decides to purchase playing chips
between $100 — $500. This means that for every $100 dollar spending, one can receive

110 playing chips. The exchange rate further increases to 1:1.2 to anything above $500.
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This tier pricing structure can incentivize the customers to purchase more playing chips
and participate in more games'4. Since there are no cash out options, all of the income

from selling those playing chips will become revenue.

Distribution Channels

Most of the products and services, such as playing chips, artworks, and drinking
services will be provided and distributed in house during the customer’s visit. The entry
tickets, on the other hand, can be sold on different channels. There will be mainly three
channels to sell the entry tickets. First, the tickets are sold at the entry of the venue, with
a ticket booth. This is for local people who did not have any planning beforehand and
decide to come and give it a try. The second channel is through the company’s website,
where online purchases of the entry tickets are available. Discounts will be applied for
purchasing multiple tickets. The last channel to sell the tickets is through third party apps
and platforms, such as Ticketmaster. This offers the exposure to the greatest number of
potential customers, but a part of the ticket fee will be given to the platform which

reduced the income of Artsino.

Marketing Tactics
In order to fulfill the marketing objectives and follow the marketing strategies,

creative and effective tactics need to be implemented. Thera are four tactics that will be

14 Wang, Charles X., Zhuang Qian, and Yabing Zhao. "Impact of manufacturer and retailer's market pricing
power on customer satisfaction incentives in supply chains." International Journal of Production
Economics 205 (2018): 98-112.
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effective at the early stage of the company. They are: 1) paid advertisement, 2)

sponsorship, 3) referral program, and 4) content curation.

Paid advertisement

This is the most straight forward and effective way to quickly increase the
awareness in public. It includes buying brand placement in search engine, website,
publication, social network, etc. At the beginning of the business, the advertisement tactic
will be aggressive. The majority of the marketing budgets will be allocated to boosting
the ranking in search engine platforms, such as Google or Bing. Another important field
is social media, because many of the young generation who like art are active in social
media platform, such as Facebook and Instagram. Buying push advertising on those
platforms can be cost effective because they are generally at lower cost and can reach a

wide range of audiences.

Sponsorship

The budget will be limited at the beginning phase of the company. As a result,
some forms of sponsorship will help in reducing some of the marketing costs. Because
Artsino is a combination of art and gambling, sponsorships can be found from relative
companies and organizations in both fields. It gives individuals and businesses an
opportunity to invest in the local art and gambling communities while offering exposure
for their brands. Some of the main benefits will include having their names or logos on
promotional materials, such as event postcards, on-site signage, social media, and the

Artsino’s website. Corresponding membership level benefits, such as tickets with special
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Figure 4 Sample casino-theme painting - Enrico Riley
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Figure 5 Profit projection for the first two years
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