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Out of home entertainment:
past to present

George McAuliffe
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ince the first caveman turned to
his wife and said, “You know,
Gladys, I'm getting sick of sitting
around looking at these three stone
walls,” people have been searching
for entertainment outside of their
homes.

The business of out of home enter-
tainment (let’s call it OHE) has ebbed
and flowed over the years based on
trends, competition for time and
attention, fresh ideas, stale ideas, fads,
and the general economic climate.

When I was a kid living in New
York City we had six channels of TV,
plus one nobody watched. A genera-
tion later there are well over 100.
And air-conditioning? Entire theses
have been written about the affect of
air conditioning on human behavior.

Long-term trends such as what
used to be called “home computers”
had their influence on society as well.
The constantly improving quality of
consumer video game technology has
radically altered OHE. And the digital
age? Fuggedaboudit! (sorry, lived in
New Jersey too).

Our latest competitor for consumer
time, attention, and dollars is
portable! People can play games, talk
with their friends (anywhere, world-
wide), download almost any song
ever written, or watch TV shows
while walking down the street!
Yikes!!! Tell me again, why are we in
the business of fixed location enter-
tainment attractions?

Refer back to the first sentence of
this article. We are in the OHE busi-
ness because there is a market.
Despite the ebbs and flows over the
years there has been a more or less
steady growth in demand for enter-
tainment venues outside the home.

The challenges listed above are off-

set by other, positive trends: more
leisure time, disposable income, the
need for quality family experiences
outside the home, and working
moms. Let’s not forget the supply side
either: fun stuff to do in well-
designed, well-managed, and well-
operated facilities provides drawing
power.

LONG AND STORIED PAST

In earlier centuries with fewer peo-
ple spread farther apart primitive
technology and communications,
OHE was limited to occasional gath-
erings, trips to town, etc. Humans
entertained each other: storytellers
and musicians, around campfires
together, in theatres with live actors,
in dance halls, and in saloons.

The first “Pleasure Gardens”
appeared in Europe in 1550 featuring
fountains, flower gardens, bowling
(still one of today’s most popular fam-
ily entertainment attractions), games,
music, and dancing. Some credit Russ-
ian ice slides, which gained popularity
in 1650 as the first amusement ride,
as the forerunner of the roller coaster.

Fast forwarding to the United
States in the 19th century, annual
fairs and carnivals served an audience
that had limited time and money for
amusement week in and week out but
splurged on an occasional, often
annual basis. Still, smaller parks start-
ed to put down roots: the early “loca-
tion-based entertainment.”

One was Coney Island in Kings
County, New York (later Brooklyn).
The 1875 version of Coney Island
featured cabaret; vaudeville; fortune
tellers; games; and some rides, like
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small carousels. (Source: Amusement
Park Historical Society).

The concept expanded. A major
park for its time appeared in Toledo,
Ohio, in 1889. Chutes Park in Chica-
go, IIl., opened in 1894. In 1895
Coney Island began to explode in
popularity and added Luna Park,
Dreamland, and Steeplechase Park. Its

New York’s Coney Island, one of the early out
of home entertainment venues.

success spawned many others in the
country, growing into today’s theme
park industry.

Today’s family entertainment cen-
ters (FECs) have one branch of their
family tree in amusement parks. They
have roots of equal depth in the coin-
op games industry.

TECHNOLOGY AND TRENDS

Probably the major development
in the evolution of the coin-op games
industry in the first half of the 20th
century was the invention of flipper
pinball in the early 1930s. The next
really big thing was the development
of electromechanical novelty games
using motors, relays, and mirrors
placed in upright cabinets, often fea-
turing target-type games.

These were the primitive versions
of video games. TV was incorporated
in the 1960s and popularity grew. As
we've seen so often in the history of
OHE, the technology was about to
intersect with societal trends.

For much of their early history
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(and continuing to some extent today)
games were placed one or two at a
time in bars, as were jukeboxes and
pool tables. Game rooms were gener-
ally limited to amusement parks or
resorts, where they served to “get the
lint out of their pockets” by com-
pelling customers to make an impulse
spend above their main intended

expenditure for park admission or
beach fees.

Television took mass marketing to
new levels of quantity and influence
on consumers and America became a
nation of shoppers. Sure, people
always shopped, but in the 1960s
and early 1970s shopping became a
form of recreation. The shopping mall
was born and began its run.

MALLS AND VIDEOS

The proliferation of shopping malls
matched nicely with the arrival of the
modern video game and advances in
solid-state electronics. Soon coin-op
amusements were a growth business
with national chains forming. My first
employer in the business, Time-Out
Family Amusement Centers, founded
in 1971, enjoyed double digit increas-
es in same-store sales almost every
year between 1971 and 1983 as it
grew from one to 78 stores.

This happy combination of events
ended abruptly in 1983, often
described as the bursting of the bub-
ble for the mall game room. All of a
sudden, and it was that quick, the
teen males who were our prime cus-
tomers stopped coming or, more
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accurately, they greatly reduced their
visits.

There were numerous reasons for
the change: a market over-saturated
with video games, the short attention
span of the prime audience, lack of
manufacturer creativity, increasing
cost of product, and the declining
novelty of the shopping mall all con-
tributed.

It was time for change. While true
in many aspects of life, the ability to
manage change is a must for the
OHE business plan. We noticed that
with the teenage boys gone the mall
was filled with women. But women
didn’t play video games and they
weren’t too thrilled about bringing
their small kids into an arcade “teen
hang out” (there’s a lag time between
perception and reality).

CHANGE AND ADAPT

What to do? We and our competi-
tors who survived did a few things:
We changed our store design, used
brighter colors, raised the light level,
brought in coin-op kiddie rides, and
put them on the lease line. Mom start-
ed coming in, or at least to the lease
line, and noticing our changes.

In 1984 we introduced Skee-Ball
to our stores, our first experience with
redemption. Women played. Smaller
kids played. Store design continued to
get more family friendly. Redemption
game manufacturers started designing
for our market and traditional video
manufacturers shifted to more family
friendly formats like simulators.

In 1986-87 the modern day crane
was introduced and provided a big
economic infusion to the “mall arcade
chains” but the handwriting was on
the wall. Change was needed once
again if we were to keep attracting
and entertaining people.

The mall amusement chains were
entertainment companies but they
also were, and are, retail chains. They
operate in the retail world, which in
the mid-1980s was experiencing the
growth of superstores, today known
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as big box retailers. One of the catch-
words for these superstores was “cate-
gory killers,” meaning they were so
large they could drive smaller retail-
ers of similar merchandise out of
business.

Time-Out and others in the market
began to develop our own family
entertainment superstore concept.
Step One: start to understand what is
out there. What entertainment attrac-
tions could be combined to fill
40,000 square feet of mall space
profitably?

Our search quickly found that, at
least in the United States, nothing
existed. We explored amusement
parks and identified certain rides that
would work in a smaller footprint,
repeat visitation environment.

Putt Putt Golf was doing outdoor
miniature golf with a snack bar and
some games. Malibu Grand Prix was
doing outdoor go-karts with a snack
bar and some games. We looked at
smaller kiddie parks, even hung out
at carnivals, fairs, and Circus- Circus
in Las Vegas, and West Edmonton
Mall in Canada with its full indoor
water park and full indoor amuse-
ment park as anchors. The result was
taking pieces of each and incorporat-
ing them into what we (with our retail
orientation) called an Anchor Enter-
tainment Center.

While there was a place for the
Anchor Entertainment Center in
shopping malls the model did not
work as a growth vehicle. Mall rents
were too high; tenants do not have
control over their operating hours and
thus their payroll. We generated traf-
fic but mall “use clauses” restricted
our ability to fully capitalize on that
traffic.

The mall food court and other ten-
ants benefited, for sure, but they
weren’t paying the entertainment
anchor’s rent. At the same time, now
the early 1990s, the redemption seg-
ment of coin-op began its growth
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spurt, creating a new set of operating
economics and a major new compo-
nent for big box entertainment cen-
ters.

At about this time there was a
major shift in the retail landscape.
The big box retailers experienced
similar mall economic pressures. Sub-
urban sprawl kicked into high gear
and more, larger, and more diverse
outdoor shopping centers were in
growth mode. America began shop-
ping in these venues.

A company you
may have heard of,
Wal-Mart, was proving
to be the model for
stand-alone retail. On
the entertainment
superstore front the
market was learning
what worked and
today’s FEC was tak-
ing shape. The minia-
ture golf and go-kart
chains were diversify-
ing attractions, adding
more, and increasing
the size and appeal of
their game rooms.

Food and beverage
was added as integral
components, not as bit
players in the mix.
Some companies spe-
cialized: Dave &
Buster’s was founded
in the early 1980s for
an adult customer
with bar operations, a serious restau-
rant, and major game operation.

Chuck E Cheeses appealed to the
opposite end of the age spectrum,
offering pizza, games, and a birthday
party market for younger kids. The
market continued to evolve through
the later 1990s. Bowling and skating
centers broadened their offerings and
became FECs. In the other direction
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FECs added bowling products, skat-
ing attractions, and food.

In the world of coin-op the game
presence expanded in bars, particular-
ly sports bars; in restaurants as small-
er footprint concepts expanded to add
game rooms; and in retail (Wal-Mart
promotes ‘retailtainment” and is one
of the largest stages for coin-op games
in the country).

Today, these successful marriages
are reaching new heights. Major play-
ers have “discovered” OHE as invest-
ment vehicles. Traditional FECs are

America’s Incredible Pizza Co.
combines nostalgia with
food and fun.

attracting serious capital and consoli-
dating under equity players like Tran-
cas Capital and Palace Entertainment.

Bowling industry leader Brunswick
and its competitors are morphing
their bowling center operations into
FECs. Dave & Buster’s was recently
acquired for $375 million by Well-
spring Capital Management and oper-
ates some 46 locations in several
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countries.

CEC Entertainment (Chuck E
Cheese’s), publicly owned, operates
520 locations and enjoys a market
cap of $1.3 billion. Disney’s ESPN
Zone is entering its tenth year of
operation and has grown to eight
locations. Sega recently acquired full
control of GameWorks and installed a
highly qualified management team to
grow its business in restaurant, bar,
and game operations.

Other new players have entered
the market. The Mr. Gatti’s restaurant
chain has expanded its entertainment
offerings in their Gatti Land and Gatti
Town pizza buffet and FEC concepts.
America’s Incredible Pizza, another
big box pizza buffet and FEC chain, is
enjoying incredible growth.

In a smaller footprint, the well
known and loved Shakey’s Pizza

Salt Lake
3753 S. State St.
Salt Lake, UT 84115

Denver
345 W. 62nd Ave.
Denver, CO 80216

Phoenix, AZ 85009

chain has recently attracted serious
restaurant investors who are updating
the brand as Shakey’s Pizza and Grill
(with family games).

All are expanding under a fran-
chise model that fuels continued
growth. Main Event was recently
acquired by Australian company Mac-
quarie Holdings for its impressive
combination of bowling, food and

tributor with the Operator ,
e :

Phoenix Las Vegas Seattle
2439 W. McDowell 5675 S. Valley View 3902 B St. NW

Las Vegas, NV 89118  Auburn, WA 98001

beverages, and family entertainment.
On the straight coin-op front one of
our largest game operators, formerly
Sugarloaf, was acquired in 2005 by
Coinstar Inc., a publicly traded com-
pany with a market cap of over $800
million.

We often have heard about the
decline of the industry and certainly
segments are in decline. This review
should show, however, that we have
been entertaining people outside the
home for some 500 years, at least.
The trick is to adapt to the changing
tastes of consumers, to continually
assess what is working, and to jettison
what is not. A

George McAuliffe is a 25-year route and
FEC operator and President of the con-
sulting firm Pinnacle Entertainment
Group Inc. He can be reached via e-mail
(georgemc @grouppinnacle.com).
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