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MANAGING TECHNOLOGY

When the Customer Is in the Neighborhood 

New tech tools let restaurants know if potential business is around the corner

By DIANA RANSOM 

Restaurant promotion is going high-tech.

Franchise restaurants have long tried to drum up business on the local level with newspaper ads and with mass mailings of coupons and other promotional offers. 

But now franchisers have a host of new ways to drive business to individual stores, thanks largely to the explosion in recent years of technologies that recognize a user's location.

Among others: Burger King Holdings Inc. is test-marketing an iPhone application that helps users find its restaurants and view local deals, and Quizno's Corp. and Applebee's International Inc. are readying similar apps.

Mooyah, a regional burger franchise in Texas, is offering location-specific giveaways and specials to its followers on Twitter, while Papa Murphy's International Inc., a pizza franchise based in Vancouver, Wash., with restaurants across the country, plans to offer location-specific deals to customers nationwide by using technology that recognizes the whereabouts of visitors to the company's website.

"It's like modern-day ZIP Code marketing," says Darren Tristano, executive vice president of Technomic Inc., a food-industry research firm in Chicago.

Follow the Customer

The modern version is more efficient than traditional local marketing—a major plus at a time when the weak economy has restaurants looking to shore up sales and cut costs at the same time. 

Many of the people who see ads in a local newspaper or receive promotions in the mail have no interest in the restaurant that's being promoted, so much of the cost of buying advertising space or printing and mailing materials is wasted. Reaching out to customers electronically avoids those costs. And for the most part, these new campaigns focus on existing customers or on people who are looking for a particular restaurant or kind of food, so resources aren't wasted on uninterested consumers.

That's what Sonic Corp. had in mind when it recently test-marketed geo-fencing, a technology from mobile-ad firm 1020 Inc. in San Francisco. 

In the test, the technology took a virtual map of Atlanta and drew perimeters around roughly 50 Sonic restaurants and other places of interest such as sporting or entertainment venues in the city. The technology used global-positioning-system, or GPS, data and proximity to cell towers to tell when a customer who had signed up for company communications moved close to one of the marked-off locations on the map. It then sent that customer a text message with either a discount offer or an advertisement to entice the customer to stop in at the restaurant. 

Sonic is now looking at expanding the program, and possibly taking it national.

Electronic marketing also simply helps restaurants keep up with the times. "We used to just advertise in the local penny saver," says Pam Wolfe, who owns several of the Papa Murphy's franchises in Minneapolis that recently initiated the promotional program the company is planning to take national. 

However, as technology's role in consumers' buying decisions grows, marketing online makes more and more sense, Ms. Wolfe says. "That's where our customers are going."

Papa Murphy's says the results of the program in Minneapolis, which ran for three months, aren't clear yet. But others note success with electronic promotional campaigns.

Pretzel Logic

Auntie Anne's Inc., a pretzel franchise based in Lancaster, Pa., started a text-message campaign late last year through Indianapolis-based email marketer ExactTarget. 

On the pretzel wrappers and cups at some of its outlets, the company invited customers to text the word "pretzel" to a five-digit number to begin receiving email coupon offers. "We've been testing this [program] in various small markets like Orlando, Fla., Houston and San Diego, and we've had strong redemptions," says Heather Neary, Auntie Anne's chief marketing officer.

In Orlando and Houston, for instance, the company logged a 30% redemption rate—the percentage of customers who used coupons sent to them through the program. In San Diego, the rate was 15%. 

"Either way, redemption rates were stronger than that of traditional couponing," Ms. Neary says.

She adds that traditional couponing has always been successful at Auntie Anne's, but she declines to disclose those redemption rates.

Coupon delivery over the Web is picking up steam, though it's still at an early stage. 

Currently, coupons found on the Internet account for 2% of the amount spent by customers redeeming promotional offers at franchise restaurants in the U.S., says Bonnie Riggs, an analyst for market-research firm NPD Group. 

"Although that doesn't sound like a lot," Ms. Riggs says, "that 2% amounts to $280 million" a year in business for the restaurants.

Tracking Addresses

At Papa Murphy's, the company's electronic coupon distribution was based on technology that recognizes the location of a computer based on its IP address—a unique number assigned to every computer connected to the Web. Anyone in the territory of the company's Minneapolis-area franchises who visited the Papa Murphy's website would see a small dialogue box pop up with a printable coupon redeemable at a local restaurant. 

When the program goes national, visitors to the site from all over the country will find a coupon usable at a restaurant near them.

To help steer people to the website, Papa Murphy's bids on keywords that people looking for pizza might use in Internet searches, so that the company's site will be prominent in search results. And in TV ads in the Minneapolis area, it alerted viewers to the coupons' availability on the website.

One of the advantages of many of these new promotional campaigns is that, while they rely on the franchiser to drive traffic to its outlets, they allow individual restaurants the flexibility to craft their own discount offers, says Jenifer Anhorn, a vice president at Periscope, the Minneapolis-based marketing firm that's directing Papa Murphy's location-based promotional campaign. 

That means each outlet can offer deals that suit the market conditions in its territory, rather than being locked into a national or even regional promotional campaign. Ultimately, that helps maximize profits both for individual restaurants and for the franchiser.

Ms. Ransom is a reporter for SmartMoney.com in New York. 
She can be reached at dransom@smartmoney.com.
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