Chapter 1

Introduction
(Picture Caption)

McDonald’s Corporation is familiar to all of us.  In bringing its standardized menu to the world, McDonald’s uses information technology to maintain consistency, monitor employees, track sales, and identify new markets and products.

MCDONALD'S

McDonald's Corporation has sold billions of hamburgers.  Beginning in 1955 with a single drive-in in Des Plaines, Illinois, in 1955, McDonald’s has grown to today's system of more than 28,000 restaurants across 121 countries.  As a brand, McDonald's is synonymous with portraying a quality product at a reasonable price.  Equally important, McDonald’s markets itself as more than a place to get a hamburger. Ronald McDonald, Happy Meals, the clean restaurants, and each new product or promotional theme adds to the fun that brings more than 40 million customers of all ages to its restaurants each day around the world.

Eighty percent of worldwide McDonald's are franchised. Each restaurant must meet strict requirements to make it the same as all others.  This makes sure that each time you drive or walk into a McDonald's, no matter where you are, the Big Mac that you order will always be the same taste, size, weight, and quality. It will also be competitively priced.

Legal contracts, quality standards, and performance specifications direct the individual restaurants in the effort to keep all the food orders the same. What most individuals do not think about when they walk or drive into McDonald's is that McDonald's management information system (MIS) plays a critical role in ensuring the quality and consistency of each sandwich.  McDonald's maintains a strict requirement that food be fresh and not stored more than a limited amount of time. Management information systems direct managers in the management of employees and the ordering and tracking of hamburgers, buns, potatoes, and soft drinks.  Because restaurants are not consistently busy throughout the day, management information systems are called upon to assist the manager in maximizing the scheduling of individuals to cook and serve the food. Management information systems further help track restaurants cash flow and guard against inaccuracy and waste. As McDonald's adds new products and addresses increasingly market segments more specifically targeted both ethnically and geographically, the manager must make more complex decisions about the best mix of products to prepare to serve at each meal and throughout the day. 

McDonald's “Made For You” campaign uses a point of sale system to register each customer's "Made For You" order.  It’s “Fresh Tastes” campaign seeks to bring new and more focused products to its customer’s attention.  Special promotions and community wide events add additional factors that must be added to the equation that can best be addressed through management information systems.

Case Framework:

The Fast Food Industry

Introduction and Context
Fast food franchising is the fastest growing area of the restaurant industry.  Franchising is a system in which a producer or marketer of a service, the franchisor, sells others, the franchisees, the right to duplicate a concept, apply the training techniques, and use the registered trade name. The franchisor promises the exclusive right to sell within a specific territory and provides sales and other support for an agreed period of time.  A franchise usually includes the name, decor, menu, management system, accounting system, and, almost always, the information system. Supplies are ordered from preapproved sources according to predetermined standards. Managers often receive training at corporately sponsored institutes.

Due to the rapid growth in franchising since the 1950’s, franchised chains account for roughly 25 percent of restaurant outlets and 43 percent of industry sales.  In recent years, the saturation of this marketplace has slowed new unit growth and sales.  Restaurant chains that want to focus on continued high-growth and above-average sales 

have turned instead to the international marketplace. New domestic initiatives include operating units in nontraditional markets and dual-branding.  This involves several restaurant chains or services operating in the same location or co-locating with gasoline stations or department stores.

The simplest franchise type involves a contract between a supplier and a business owner. The business owner agrees to sell only one version of a particular product. For example, McDonald's sells only Coca-Cola soft drinks. Conversely, product-trade name franchising, which accounts for 52 percent of all franchise sales and 33 percent of all the franchise units in the United States, involves selling products to distributors who resell them.

The type of franchise that is growing fastest is the prototype or package franchise in which the entire mode of business operation, including the product or service, inventory system, sales and marketing methods, and record-keeping procedures are sold to the franchisee.  Package franchising has grown ten times faster than product-trade name franchising, 11.1 percent versus 1.1 percent on average per year.

Through franchising, a business can grow quickly and achieve a higher market penetration than a single owner business. Franchises are often entrepreneurs who lack the knowledge to start a business. Franchising provides these individuals with the tools, format, name recognition, and national advertising program to rapidly advance a business concept without developing all of the business components from scratch. Franchises reduce the risk normally associated with starting a business.   Less risk is involved because the franchise has already proven to be profitable on a limited scale. Thus, the five-year survival rate for franchises is much higher than that of traditional start-up businesses (85.7 percent vs. 23 percent).

The franchiser's revenues are in the form of a start-up fee, ranging from $10,000 to $600,000 depending upon the size and market share of the franchise. This includes a license for the use of the trade name, managerial training and support, and royalties that amount to 3 to 8 percent of gross sales.

Additional initial outlays include rent, inventory, legal fees, equipment, insurance, and licenses. Collectively, these can amount to ten times the start-up fee. In the case of McDonald's they can reach $500,000. The average initial cost of $330,000 per franchise often limits the ability of individuals to enter these business opportunities.  As a result, franchisers tend to be groups of investors who enter a specific area.  To increase the probability of success, franchisors often require potential franchisees to demonstrate proven experience in the particular franchise or in the segment represented.

Financial Analysis 

Franchise restaurants are an $800-billion-dollar industry employing more than 8 million people. One out of every

three dollars spent in the United States on food services goes to franchise restaurants.  The changing lifestyle continues to provide the industry with a steady increase in revenues.  This continues a decade-long trend in which the industry benefitted from a strong economy.  While the number of dollars spent on fast food continues to grow, industry growth as measured by the increase in the total number domestic restaurant units has been slowing.  This is due to a saturated U.S. market where there are multiple franchised restaurants from which to choose.  A few of the largest franchisors of Burger King and Taco Bell have run into financial problems due to the slowdown in sales, which has forced some to restructure the massive debt taken on to grow the franchises.  Only Subway has been able to grow significantly in the past few years, and even they are starting to think about oversaturation.

Stock/Investment Outlook

The growth rate for the fast food industry is about 5 percent per year.  This is reinforced by the continued trend toward two-income households.  Today’s working parents eat out far more often than their parents did.  Increasingly, it is easier to “go out to eat” rather than to stay home and prepare a meal after a long day at work. In 2000, 45.8 percent of all spending on food took place in restaurants; this is compared to 53.1 percent on groceries. Conversely, in 1972, only 38.2 percent of spending occurred in restaurants while 61.8 percent went to groceries. With their targeted marketing and expanded menus, the larger restaurant franchises have positioned themselves to take advantage of this social trend toward dining out.  Food manufacturers, however, have also noticed this trend and are making more and more products to sell in supermarkets for people with busy lives.

Even with the changes in the marketplace, investment projections for the largest franchises are cautiously optimistic. Analysts project that sales for Wendy's and McDonald's will increase by only a couple of percentage points in the U.S.; so international growth will be the manner in which these restaurant giants can grow revenues.  This is due to a saturated market for fast food.  Paralleling the growth in sales, however, is a concern regarding margins.  While sales increase, the trend toward 99 cent specials and value meals are cutting into the overall profitability of these companies and the fast food industry.

If investors are willing to risk moving toward less proven names, there continue to be a large number of initial public offerings from small franchise chains.  Of course, it is important to remember that these opportunities are increasingly present in crowded marketplaces.  Investors can also expect the trend toward mergers and acquisitions to continue.  Long-term, the prospects remain, while not outstanding, favorable.

Growth Potential

Growth in the entire franchise industry is expected to continue with expansion from 41 to 50 percent of all retail sales. Sales are expected to reach $2.5 trillion by the year 2010. Even though the domestic market for the fast food restaurant industry has matured and competition is tight for consumer dollars, companies are continually searching for new areas for growth. These include: 

Niche marketing in the United States

Marketing toward children and young people

Health-conscious and nutritionally balanced meals 

Home meal replacement (traditional family meals with the ease of fast food)

Better tasting food (‘fast food’ is not just for convenience)

Mergers and Considerations

Wendy's purchase of Tim Horton's, Hardees, and Roy Rogers

Boston Market's purchase of Einstein Bros. Bagels

McDonald’s purchase of Boston Market, Donato’s pizza, and Chipotle

Dual-branding, where several restaurants operate at the same location

Taco Bell and KFC locations under one roof

Dunkin' Donuts and Baskin-Robbins

Arby's and P.T. Noodles

Nontraditional operations

McDonald's operations in Wal-Mart stores and gas stations

Little Caesar's Pizza outlets in Kmart stores

International development

Companies such as McDonald's, KFC, and Burger King continue aggressive development of

markets in Asia and South America.

Value offerings

Consumers want value, so prices will be kept to a minimum.  Many restaurants continue to focus on combo value offerings or value menus.

Wendy's 99c Value Menu

McDonald’s Combo Value Meal, which offers standard combinations of popular items at reduced prices

Burger King - BK CRAVERS™ 99¢ menu launched in August 2000

The growth in restaurant franchising can also be attributed to the changing age demographics. The elderly, seeking convenience, will continue to make up an increasing percentage of the population.

Competitive Structure 

The fast food industry is highly competitive and very fragmented.  The largest ten chains make up approximately

15 percent of all units and account for only 23 percent of sales. McDonald's remains the industry leader with more

than 15.9 billion dollars in sales and more than 11,000 units in the United States. Burger King, Subway, Hardee's, Pizza

Hut, KFC, Wendy's, and Taco Bell follow in size.

Mergers have changed the competitive structure of the industry. In 1995, Wendy's merged with Tim Horton's, Canada's largest national chain of coffee and baked goods. Subsequently, Wendy's has purchased and integrated into its chain Roy Rogers restaurants in New York, Hardees restaurants in Detroit, and Rax restaurants in Ohio and West Virginia.  Wendy's currently has more than 5,000 Wendy's units and 1,300 Tim Horton's units.

Boston Market was one of the fastest growing restaurant chains with sales of approximately $384 million in 1994. This represents an almost 150-percent increase over 1993. It also more than doubled its unit growth between 1993 and 1994, jumping from 217 units to 534 units. Boston Market focuses on home-style entrees, vegetables, and salads. However, their rapid growth resulted in a loss of control and the firm closed many stores by the end of 1998.  McDonald’s acquired Boston Market in early 2000, with about 700 locations in 28 states.

A chief competitor to the franchise food industry is grocery stores. They have targeted busy students and working parents by offering more prepared foods, deli counters, and eat-in dining areas.

Technological Investment and Analysis 

Technology has impacted the growth of the franchise industry. Improvements have included electronic systems,

which help track inventories and sales. These systems yield more efficient operations and ease in the transmission of information between owner and franchisor.  Electronic Data Interchange (EDI) is also being used by some franchises such as car rentals and hotels to communicate regarding reservations and customers.  

Prospective franchisers can also use the Internet to find key locations for their businesses by examining demographic and market research reports rapidly and at a low cost. Constructing Web pages to advertise to prospective owners is another use of technology.  Since starting a franchise network requires a great deal of communication comprised of training and support, leaps in telecommunications technology have helped make the global exchange of information easier than ever. This development has made it even easier to monitor and enforce the uniformity of the franchisee.

The role of research and development in the fast food industry is generally limited to the test marketing of new products and improvement in food taste, calories, and consistency. Fast food companies constantly test the market acceptance of new menu items. Usually several restaurant locations serve as a test market to check the popularity of a new menu item. This type of market research helps keep the company ahead of the competition by adjusting to consumers' changing food tastes. Research also includes food science experimentation to improve the cost, taste, texture, shelf life, and fat content of menu items.

Internally, technology such as portals can cut costs.  For example, AmeriKing Corp., Burger King's largest franchisee, believes Internet "portal" technology can help it save $1 million or more annually while improving corporate communications and business processes and building a feeling of "community" across its vast operating area. 

Future Recommendations

The fast food industry continues to face many new challenges. While there is plenty of room for growth in the international market, sales and margins will continue to lag in the United States. Companies will have to fight to increase or even keep their market share. In an effort to increase domestic market share, companies must focus on

nontraditional markets and niche marketing. They must also focus on dual-branding.  Careful focus must also be placed upon delivery speed and customer service.  As competition continues to tighten, mergers between companies will continue to take place.

Case One:   McDonald's Corporation

McDonald's has worked hard to be more than a restaurant chain. It has become a marketing icon and is part of

the regular routines of millions of people. Its success is so far-reaching that it has developed its own culture and identity.  Often, McDonald's represents the symbol of the success and desirability of American popular culture.

Short Description of the Company

McDonald’s operates more than 28,000 restaurants in 121 countries.  It has a 21 percent share of the very competitive fast food marketplace.   Overseas restaurants now account for one-half of the company’s profits.  McDonald’s plans to open 5,000 additional new restaurants by the year 2005.  It has been a forerunner in the industry trend of co-branding and satellite locations.

Technology Innovations

Networks

Networks are particularly important to McDonald's because they provide a mechanism to manage the franchises spread over large geographic areas. Networks reinforce the centralization of power by enabling headquarters to communicate with the franchises. This ensures standardization and quality control through the analysis of inventories and franchises. Networks achieve these functions at a comparatively low cost and without the time constraints of more mainframe-based communications. 

Smart Card Technology

McDonald's is implementing credit and smart card technologies in some of their restaurants.  The transaction costs of credit cards have changed to make the smaller, more intensive purchases more economically feasible.  Smart cards further reduce transaction costs by storing the cash value of each card on a computer chip or a magnetic strip on the back of each card. Value can be added to the card through machines that accept cash or through ATM-like machines that add value by transferring funds out of a customer's bank account.  Customers can use the cards, instead of cash, to make their food purchases. Corporate goals for smart card implementation include cost savings in relation to money handling, reduced shrinkage, and increased loyalty through incentives and premiums. Smart cards eliminate the need for merchants to communicate with banks for authorization of purchases.

McDonald's has implemented this technology in Europe, where smart cards are more broadly accepted.  Customers at McDonald's Deutschland, Inc. restaurants pay for goods by swiping smart cards through small, countertop terminals. They add value to their smart cards by downloading money electronically from their bank accounts at touch-screen terminals in the restaurants. The terminals lead the users through the process of downloading new money to the cards.

McDonald's Deutschland continues to implement smart card technology in its restaurants.  In doing so, it has obtained the terminals from Hewlett-Packard's (HP's) VeriFone.  Adding value to the smart cards has sometimes proven to be difficult in Germany.  According to Rolf Kreiner, senior vice president of marketing at McDonald's Deutschland, by letting customers not only buy goods but also add value to their cards, McDonald's is hoping to lead a trend toward the wide-scale acceptance of smart cards across Germany. The German smart-card payment infrastructure, known as theGeldKarte-System, has about 40 million cards in circulation. McDonald's has committed to support his approach by  using VeriFone's SC552 smartcard reader, which supports GeldKarte-System cards.  The system that enables users to add value to their cards will be separate from the smart card readers and will be called VeriFone's Transaction Automation Loading and Information System (TALIS).  The system enables users to add value to their cards separately from the smart card readers. While customers wait for TALIS terminals to connect to their banks, the screens flash advertising and marketing messages.

VeriFone's TALIS touch-screen terminals are equipped for two cards, permitting consumers to "transfer" monetary value from a debit or credit card to a smart card after first tapping in a personal identification number. Once the smart card has been filled with stored value, it can then be inserted into a smart card reader at the point of sale to make payment on goods or services.

Technologically, smart cards were designed to function in place of credit cards in the fast food environment.  Historically, fast food transactions were too small and credit card transactions were too slow for this industry.  The associated costs were too high in the face of small margins. Smart cards are an important step in resolving these issues. They enable restaurants to leverage their sales, smart cards are an important step in resolving these issues.  Since authorization and settlement technology are rapidly improving and the costs of network connectivity are decreasing, credit card use is further enhanced.

Within the United States, McDonald’s has also adopted the SpeedPass in certain areas.  Originally developed by CitiBank in conjunction with Mobil, the Speed Pass was implemented to enable purchasers of gasoline to quickly and efficiently select and pay for their gasoline at the pump.  McDonald’s has implemented this technology in their restaurants.  Once the purchase selection is made and the cost of the order determined, the speed pass is swiped, and the charge is made directly to the linked credit card.

Internet Sites

McDonald's first announced a Web presence in 1994 with McDonald's interactive, an area in NEC Online on America

Online. In 1995, the company developed and implemented a web site called McFamily (www.mcdonalds.com). It was aimed at families, perceived by McDonald's as its most important target market. The site featured "seasonal ideas for

fun family activities such as block parties, travel games, and household safety information." The Auditorium sponsors

monthly guest speakers, including celebrities and parenting experts.  It included a Hey Kids area houses a gallery with McArt submitted by children with downloadable games and contests. The goal of all of these web pages is to enhance the brand image that McDonald's presented to families. McFamily included a section on helping others. This section featured information on Ronald McDonald House and other related children's charities. It also included information on McDonald's efforts to preserve the environment.

The McDonald's web site cannot be used to sell food. However, it can capture revenue through the sales of merchandise related to McDonald's sponsorships. The McStuff for You section offered gear from McDonald's

racing teams and the Olympic Games. The web site was also used to collect customer information and profiles through

online surveys.

The McFamily web site was judged to be less than successful.  As a result, the site was discontinued and a Ronald and Friends page introduced.  This page includes games and graphics reinforcing the Ronald McDonald theme.

McDonald’s current web site is more of a ‘corporate information’ website, with a few useful tools (such as McDonald’s restaurant locator) thrown in.  McDonald’s has realized that 

Data

Decision-makers at McDonald's Corporation realize that consumer preference is paramount to their success.  In keeping with this focus, the chain is implementing a restaurant-level planning system.  Named Made For You, the system enables each restaurant to stop making sandwiches and other foods in advance.  Instead, workers make sandwiches based on actual demand without sacrificing any of the efficiency.

Almost all U.S. McDonald restaurants have adopted the system.  It consists of PC-based cash registers running inhouse software. Orders are routed to monitors at different food preparation tables to balance the workload among employees.

In McDonald's restaurants without the new system, workers must anticipate the demand for each type of

sandwich in advance and place them in bins. When a customer wants a sandwich that is not premade or one

with a different topping, the person at the register shouts out the order and workers move out of the assembly line to fulfill the special request. This slows the process and extends the customer's wait.

McDonald's introduced the new system in March 1998 at a meeting for its franchisees. The company is encouraging its 12,400 U.S. restaurants to incorporate the system, but the actual decision is left to each franchise.  The technology greatly eases the workload.  As such, it could add a percentage point to the company's profit margin since it enables the restaurant to sell more food faster, according to Douglas Christopher, a financial analyst with

Crowell Weedon & Co.

Wal-Mart and McDonald's have joined together to share retail space. These two companies have been partners since 1993, placing more than 800 restaurants in Wal-Mart stores.  McDonald's has taken this partnership one step further.  Wal-Mart's clerks and registers sell the McDonald's food.  In several test locations, when Wal-Mart shoppers

pull their carts up to the checkout, there is a mat on the counter displaying McDonald's products, much like one you would see at one of the restaurants. Each product, from hamburgers to Happy Meals, has a code number that the clerk scans into the Wal-Mart system while ringing up the customers' purchases. The orders are automatically relayed from the register to the kitchen using software jointly developed by McDonald's and Wal-Mart.  The food is brought to the customers as they leave the store. Since the food appears on Wal-Mart's registers and receipts, customers can pay for it with a single credit card purchase. At the end of the day, McDonald’s receives an allocation of its portion of the day’s purchases.  This process only works in Wal-Marts with a McDonald's kitchen somewhere in the store, whether it be in a restaurant or a stand-alone counter.  Based upon this joint success, McDonald's hopes to continue implementing these systems as extensively as possible.

"It's an inevitable process," according to Ross Telfbrd, vice-president of retail practice at NCR, the Dayton, Ohio-based company that supplies the point-of-sale (POS) systems.  NCR helps vendors and retailers such as Wal-Mart, JC Penney, and Qantas Airways capture, process, and analyze customer data.  According to Telford, individuals are starting to use one another's environments and skills to reach as many potential customers as possible.

The Wal-Mart/McDonald's partnership is part of a much larger, industrywide trend toward the cost-effective use of information at the cash register to increase profits.  Known as real-time cross-marketing, the concept enables companies  to use information technology to increase the number of sales from each transaction. As the buyer produces his or her checkbook or wallet, the retailer offers another product that matches the customer's original selection, or one that targets a profile of the customer's previous purchases stored in the database. Matching a customer's current or past purchases with new ones and completing the sale requires both skill and tact.  The information must be found and the product must be presented so the customer does not feel as if the company is intruding. "Acquisition of detailed data is always a challenge. Even more challenging is how to use the data without being intrusive," said Steve Keller, director of general merchandising and industry marketing at NGR.  McDonald’s is also pairing up with gas stations to house a mini-McDonald’s (a McDonald’s Express) to increase sales.  

McDonald's has implemented supply-chain software to better manage its inventory.  This implementation enables McDonald's to better share demand and supply information among its restaurants, suppliers, and distributors.

QUESTIONS

1. What is McDonald's strategic/future direction?

2. What are McDonald's critical success factors?

3. What are McDonald's core competencies?

4. Upon which technologies has McDonald's relied?

5. What has caused a change in the use of technology within McDonald's?

6. How has this change been implemented throughout the franchise?

7. How successful has the technological change been?

8. How has McDonald's use of technology impacted the financial performance of its stock?
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CASE Two:  Rainforest Café 

Steven Schussler was an owner of a chain of nightclubs.  He also loved exotic birds. For the benefit of his pet birds, he turned his house into a rainforest habitat. The project turned out so well that he decided to apply the rainforest idea he had developed into a rainforest themed restaurant. Since the prototype was already in place, he could use his home to convince potential investors to commit to the project. They did. The result is the multi-outlet, multimillion-dollar enterprise known as Rainforest Cafe.

Short Description of the Company

At one time one of the hottest concepts in themed retailing, Rainforest Café integrates food, entertainment, and retail into a carefully detailed, tropical-themed fantasyland.”
  Rainforest Café, Inc., owns, operates, and licenses rain forest-themed restaurants and retail stores.  The first café opened in The Mall of America in October, 1994.  In April, 1995, seven months after opening the first restaurant, the company went public
.  In 1996, six restaurant/retail stores opened throughout the United States. The company went through a growth period, but the late 90’s proved to be a challenge.  Each restaurant opening requires an enormous capital expenditure, which means it can only survive with high traffic.  The company was having a hard time finding more profitable locations, and eventually Rainforest Café was bought out by Landry’s Restaurants in late 2000.  While the chain still has around 40 locations worldwide, they are not growing.

The restaurant section of the café accounts for approximately 78 percent of store sales
.  The menu is unique and always changing.  Full-flavored cuisines from Mexico, Asia, the Caribbean, Italy, the American Southwest, Louisiana, and elsewhere greatly influence the dishes served.

The Rainforest Café’s retail section accounts for approximately 22 percent of total sales.
  Of this amount, general merchandise accounts for 45 percent of sales and private label items account for 50 percent of sales.
  The private label items carry margins up to 50 percent.  “The biggest potential for the Rainforest Café is the licensing of eight animal characters.”
  A move to push this licensing has not yet taken place.

The environmental awareness theme of the café is carried throughout the operation.  The restaurant will not serve net-caught fish or beef raised on deforested land.  Recycled products are used as much as possible and only organic cleaners are applied for cleaning.  The café, along with many of its suppliers, donates a portion of its proceeds to environmental groups or causes.

Technological Investment and Analysis

Rainforest Cafe "uses eight Profit Series POS workstations with five preparation printers" in each restaurant.  Rainforest executives chose the Profit Series manufactured by HSI for a number of reasons. First, the HIS Profit Series did not require proprietary hardware.  This enabled systemwide integration in existing and new restaurants alike. Rainforest executives wanted to work with a mature company like HSI, which could grow with them and meet the company's future needs. The Profit Series system was user friendly.  This made training easy, lowered costs, and increased flexibility.

The point-of-sale system utilized by Rainforest Café simplifies the inventory tracking. The system indicates what sells the most, what needs to be ordered, when it needs to be ordered, and how much needs to be ordered, thus lowering inventory costs. This saves time and eliminates ordering mistakes that could result in running out of needed goods.

Rainforest Cafe also uses a computer system to calculate waiting times for tables to within seven minutes. With this knowledge, restaurant patrons can utilize their time more efficiently.  Thus, they can be encouraged to shop or do whatever they desire while waiting for their tables. The timing system also accounts for part of the increased table turnover.

QUESTIONS

1. What trends are driving the strategic direction for the Rainforest Cafe?

2. Upon which systems has the Rainforest Cafe been built and why?

3. How has Rainforest Cafe used its web page to present its business directives?

4. What challenges and opportunities is the industry facing?

5. How important are Rainforest Cafe's databases to its continued success?
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Case Three: DAVE AND BUSTERS

Dave Corriveau met James Corley in Little Rock, Arkansas. Corriveau considers himself the "fun-and-games guy." He was still quite young when he opened up his own business in Little Rock. It was a game parlor and a saloon. In 1976, he opened a larger version named Slick Willy's World of Amusements. It has been rumored that Bill Clinton was among those that frequented the place. The 10,000-square-foot business generated sales in excess of $1.2 million while Corriveau was still in his early twenties.

During the same time, Corley was a general manager for T.G.I] Friday's in the same town. He aspired to open up his own restaurant. He liked the location in which Slick Willy's was operating, a renovated train station. Corley approached Corriveau to request financial support in opening his restaurant. Corriveau agreed, and Corley opened right next door with a walkway connecting the businesses. Corley was also in his early twenties.

The walkway between these two businesses is probably the best thing that ever happened to the two entrepreneurs. The walkway enabled customers to migrate easily between the restaurant and the game parlor and saloon. Customers who initially came to one of the establishments would end up walking to the other establishment. They came to eat something and then stayed to play a couple of games. Sometimes they came to play a couple of games and then stayed to eat. It was good business and the two owners soon realized the potential that existed for a complex that would combine both businesses under the same roof.

The Slick Willy Restaurant was sold to raise money.  Corriveau and Corley then moved to Dallas. They were in Dallas a little over two years before they were able to open up their first place. In 1982, inside a 40,000 square foot building located next to an expressway, Dave & Buster's (D&B) was born.  Today, Dave and Busters keeps growing at a moderate pace, opening new locations every year.

Technology Investment and Analysis

D&B provides a PowerCard for customers to use. The card provides convenience to the customer by taking away the burden of carrying around a bucket of coins and allows D&B to make gradual increases in the amount they can charge for a game. Previously, prices could be raised only in whole increments (one token at a time).

The card has done away with that by allowing incremental increases of 0.1 through 0.9 at a time. The customer simply swipes the card through a scanning mechanism located in front of each machine, and the credit amount is automatically deducted from the card.

The system has the capability of tracking what games have been played with each card and how much has been spent. Customers can verify the amount they have on their card by using analyzer/rechargers that are located throughout the arcade area. These analyzer/rechargers also allow customers to put more money on a card without having to stand in a line. The tokens are still used for some of the ticket redemption games that involve skill activities with the tokens. 

A discount on the games is offered to those who have spent over a certain amount of credits on the same card. Members can sign up for the card by filling out an application with some particular information, and they are then given a card with their name on it. The "gold" card gives the customer a 10-percent discount on the amount required to play the games.

The card offers bonuses to customer through a lottery-type system that matches the numbers on their card with a randomly drawn number by the computer. Credits are awarded accordingly to the card. The PowerCard system does have certain limitations. The card can only be used at the issuing store, the credits are nontransferable, and no cash back is allowed on any remaining credit balance of the card. Furthermore, customers can only get their bonuses if they see an attendant at one of the desks and not at the analyzer/rechargers.

Recommendation for the Future

Other PowerCard bonuses should be considered.  Whereas additional game-buying power is certainly a fun incentive, it might also be useful to give incentives that customers can take home. These incentives could be like boardwalk and game prizes—stuffed toys, toy jewelry, and so on.

QUESTIONS

1. What technology tools are Dave & Buster's using to keep its focus on expansion?

2. What are the technological forces that are driving this direction?

3. Why do you think Dave & Buster's would choose not to have an Internet site?

4. What challenges and opportunities is the theme-restaurant industry facing?

5. How important is data to the corporation's continued success?

6. How will the capture and maintenance of customer data impact the corporation's future?
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