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INTRODUCTION

The continued success of fast-casual restaurants has significantly impacted the
fast-food industry. They cater to customers with very discriminating palates. What
many patrons in today’s world may not realize is that fast-casuals emanated from
earlier independent drive-ins along with innovative regional and national fast-food
chains. These drive-ins provided good tasting food at reasonable prices. Their
informal settings and friendly service especially appealed to teenagers, young adults,
and large families.

This writing will focus on some of the major fast-food establishments that
served Greater Cleveland and how they evolved over time. Emphasizes will also be
placed on some of the smaller, as well as larger, restaurants. To lend additional
clarity, this study will investigate some leading national chains whose innovations
within the industry set the pace for current development. Fast-food enterprises
represent much more than simply dispensing inexpensive meals and snacks. They
reflect the country’s informal lifestyle that emerged during the post-war period. A
part of the blossoming suburban movement and emerging Baby Boomer generation,
fast-food restaurants satisfied the changing needs and wants of their many patrons
daily.

Of course nothing lasts forever. Some of the early success stories soon ended,
while others grew. Changing business attitudes and practices along with a certain
amount of luck often determined the final outcome. The fast-food industry
demonstrates the best in American ingenuity geared towards the needs and wants of
its patrons. But unlike other amorphous businesses whose luster may wear off with
time, local fast-food restaurants, as reflected through specific drive-in sites, remain
fun places for thousands to eat in daily.

i Fast-Food Restaurant Industry: A Cleveland Perspective: 1930 - 2016



CHAPTER ONE: AMERICA’S FAST-FOOD INDUSTRY: THE EARLY YEARS

The Industrial Revolution that first unfolded when the Scottish engineer and inventor
James Watt (1736-1819) developed the steam engine in 1765 had a tremendous impact
worldwide. In part an outgrowth of the Age of Enlightenment, the Industrial Revolution
represented a period of unprecedented business inventiveness. Spurred on by a new surge in
outside investment, occurring in conjunction with an easing of both labor and liability
restrictions, it set the stage for previously unimagined new advances in numerous business-
related endeavors. Mobile markets and large labor pools ensured its success. However, the
Industrial Revolution involved much more than enhancing production modes, mobilizing
potential markets, or harnessing new sources of labor. Had that been its major goal, then its
impact would have been primarily confined to large urban centers with little spill-over affect in
other, more remote places.

However, that was not the case. The Industrial Revolution made an everlasting
impression on both urban and rural scenes. It achieved its lofty goal through human
resourcefulness, a resourcefulness fueled by a rudimentary understanding of the sundry business
and economic forces responsible for its development. Once set in motion, its practicality
affected nearly every aspect of human existence. It began simply enough with the augmentation
of mechanized production and simultaneous advances in both agricultural production and
harvesting. From those vantage points, it proceeded ahead swiftly climaxing in unprecedented
medical and scientific discoveries that followed closely on the heels of the universal distribution
of low-cost labor saving devices. Astute entrepreneurs able to comprehend the many economic
and social advantages of these breakthroughs left nothing to chance. Their “anything was
possible” world provided that proper planning occurred upfront. This newly found optimism
regarding future business prospects manifested itself in resource laden nations such as the
United States.

This nation’s remarkable transformation from a small, cottage-based economy to a
foremost, industrial powerhouse within a 100-year span supports this premise. However, this
revolution represented more than just a drastic change in the nation’s business and economic
priorities. It led to significant improvements in the quality of life for millions of Americans.
For the first time in modern memory, municipal and business leaders worked together to
promote a host of worthwhile health and safety reforms. At first, everyday concerns consumed
a great deal of their efforts. They dealt with many issues ranging from such things as the proper
sprinkling of dirt-covered streets and abating nuisances to improving local safety services and
constructing impressive new public markets and beautiful parks. Over time, these community-
wide efforts broadened considerably to embrace a wide range of extraordinary advances.
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Important medical and scientific breakthroughs, beginning as early as the 1850s, set the stage
for much of this later transformation.

Dr. John Snow (1813-1858), one of the founders of the Epidemiological Society of
London, discovered in 1854 a direct connection between human consumption of unsafe drinking
water and annual cholera outbreaks that killed thousands of Londoners (1). He traced these
recent outbreaks to faulty water pumps located throughout the city. Dr. Snow concluded that
these epidemics stemmed from improperly cleaned cesspools and privies. Apparently, large
amounts of accumulated sludge had contaminated the groundwater. The contaminated water, in
turn, had entered public water sources which then became major breeding grounds for this
highly contagious disease. This important scientific discovery demonstrated, beyond a shadow
of doubt, that clean water was essential in combating cholera. Further experiments conducted
by Louis Pasteur (1822-1895) and Claude Bernard (1813-1878) in the late 1860s reaffirmed
many of Snow’s earlier findings (2).

In 1879 a renowned German physician and Noble prize winner Robert Koch (1843-
1910) discovered that certain kinds of bacteria spread diseases quickly (3). However, it took
another decade before scientists generally accepted the connection between airborne microbes
and disease. Health proponents in large cities such as Boston, Chicago and New York, picking
up on those discoveries early, called for major health reforms. They had seen first-hand how
indoor plumbing and underground sewers had dramatically reduced the number of cholera
related deaths in their respective communities, and they wanted to spread the word to others
fast.

Unfortunately, the high cost of maintaining home plumbing systems meant that only the
rich could enjoy its health benefits. Determining a plan that would result in quality water and
sewer systems citywide, while maintaining reasonable costs soon became a top priority. After
many heated debates concerning potential operational costs, most supporters favored the “cash
and carry” approach. Under this special arrangement, subscribers paid a nominal monthly
municipal services fee determined by daily usage. The funds collected went towards operating
and upgrading city-wide systems on a yearly basis. Dependable municipally-owned and
operated sanitation systems with their special ceramic-lined, underground water pipes and
auxiliary service lines efficiently delivered fresh water to subscribers, while brick-lined, gravity-
fed sewer systems carried unwanted refuse away to outlying areas.

However, late 19" century municipal reforms involved much more than building and
operating efficient water delivery and sewer systems. In fact, later improvements embraced a
wide variety of other important new scientific and technical breakthroughs. The introduction of
an array of new conveniences such as gas and electric street lighting and durable road surfaces
greatly enhanced the quality of life for millions of urban dwellers. The onset of the telegraph
and the telephone sped up telecommunication, while the arrival of dependable locally-operated
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streetcars shortened daily commuter time appreciably. One major advance in building
technology referred to as balloon frame significantly lowered construction costs. The expansive
new commercial, industrial, and residential development occurring in outlying urban areas by
the turn of the 20™ century had miraculously transformed these earlier “walking cities” into
modern metropolises (4).

Affordable automobiles also played a decisive part in urban expansion. It all began with
a French inventor Nicholas-Joseph Cugnot (1725-1804) who developed his own version of a
self-propelled steam-driven tricycle in 1769 (5). Although only nominally successful, his
invention set the stage for others to follow. Through trial and error, other inventors eventually
produced the modern-day automobile. Unfortunately, the high costs of building these
handcrafted vehicles meant that only the rich could afford them. It took two clever businessmen
Ransom B. Olds (1864-1950) and Henry Ford (1863-1947) to successfully incorporate assembly
line production and interchangeable parts into auto manufacturing (6).

Gustavus F. Swift (1839-1903) first utilized assembly line production in his meat
packing facilities in Chicago, Illinois beginning in the 1870s (7). Olds capitalized on Swift’s
earlier prototype. Called “Progressive Assembly,” this manufacturing process featured movable
caster stands that enabled workers to repeat certain assembly line steps without ever leaving
their station. Henry Ford streamlined it further by developing his own high caliber machines
and precise tools. Ford also insisted that his workers receive formal job training. Streamlining
the assembly line process shortened production time and lowered overhead costs. The savings
derived from utilizing this new, efficient method of manufacturing were passed on directly to
customers in reduced prices. Lower prices, in turn, prompted sale surges especially during the
first two decades of the 20" century.

The abundance of inexpensive automobiles did much more than inspire the average
person to venture beyond his or her immediate domain. It instilled within them a new sense of
empowerment. Rich and poor, urban worker, and rural farmer all benefited from this marvelous
breakthrough. Additional production refinements, throughout the 1920s, lowered
manufacturing costs even further. The astonishing success of the automobile industry
convinced many enterprising individuals to invest in other equally potentially lucrative
ventures. Food processing, retailing, electrical production, and household commodities led the
pack.

Growing customer demand for a wide assortment of new goods and services encouraged
a rapid succession of business and technological advances (8). Increased market demand and
growing competition compelled manufacturers to cut costs further. This led them to not only
slash distribution and production costs, but also lower retail prices. Those engaged in such
unorthodox practices firmly believed that the future profit potential derived from their current
actions would without a doubt outweighed any financial sacrifices they might have to make
3 Fast-Food Restaurant Industry: A Cleveland Perspective: 1930 - 2016



presently. The “Roaring ‘20s” afforded unparalleled financial opportunities for discerning
investors. A bullish stock market engendered this new found optimism. However, that decade
embodied much more than fantastic financial gains for astute financiers. The proliferation of
low cost, labor saving appliances, in conjunction with the explosive growth of service-related
industries, served to reduce the daily work load for most middle class households. For the first
time, the middle class actively pursued the growing number of leisure time activities (9). Those
pursuits were not merely fun activities intended to take up growing amounts of spare time.

They represented an integral part of a much larger cultural and social phenomenon that had been
gradually unfolded over the past 50 years.

The wider distribution of capital nationally beginning in the late 1870s and early 1880s,
based in part on the many lucrative new investment opportunities in both the manufacturing and
service sectors, led to the emergence of this new, often highly vocal middle class. Made up
primarily of self-made business managers— shopkeepers, smaller business owners, lawyers,
and physicians—this innovative group breached the growing gap between America’s wealthiest
and poorest classes. Middle class advocates, unlike their wealthy counterparts, did not overtly
practice economic or social discrimination. Instead, they seemed to embrace almost anyone
who was willing to champion their cause.

Its outspoken leadership increasingly criticized the establishment with its rather
narrowly focused Puritanical values. Middle class advocates, by the 1920s, firmly believed that
a person could successfully maintain a balance between personal responsibility to God, country,
family and friends on the one hand, and the need to achieve self-fulfillment through the pursuit
of leisure activities on the other. Conservatives totally disagreed with such thinking. They took
a very dim view of persons who participated in such “frivolous activities.” They regarded
leisure activities as little more than narcissistic vicissitudes. Those self-designated “paragons of
virtue” further claimed that decent people had neither the inclination nor the time to seek out
such distractions. Better to spend one’s time addressing more pressing concerns such as
education and public improvements than pursuing meaningless diversions. What was this
renegade generation thinking? Outspoken traditionalists did not stop there. They insinuated
that the leisure activities an individual pursued said a great deal about that person’s moral
character.

Conservative spokespersons, throughout the post First World War era, continued to
expound the many virtues of the free market economy. They reminded non-traditional thinkers
that without it there would be no middle class. In their minds, the Puritan Ethic, with its strong
emphasis on hard work and a frugal lifestyle, epitomized this country’s best cultural, economic,
and social values. Underlining it all was an implied respect, even reverence, for formal
authority as practiced by long-term leaders. They faithfully upheld the nation’s status quo for
the benefit of all. Moreover, these upstanding citizens provided a sense of order and stability in

4 Fast-Food Restaurant Industry: A Cleveland Perspective: 1930 - 2016



a world that had gone utterly mad. That kind of rigid, self-serving ideology worked well as long
as outsiders challenged it.

Its advocates reasoned that respectable people knew the difference between right and
wrong and that their daily actions demonstrated their highly disciplined approach to life as
dictated by their own self-ascribed “higher calling.” Those supporting the status quo further
argued that the pursuit of crass materialism for its own sake was undermining our nation’s
moral fabric. They further claimed that persons engaged in such meaningless pastimes would
find it next to impossible to focus on what was most important, namely, God, family, friends,
and country. Cynics concluded that leisure activities represented the antithesis of the Puritan
work ethic, and as such, had little redeeming value.

Surprisingly, their main bone of contention had very little to do with the proposed
changes in themselves. After all, preceding generations had tried to evoke reforms with mixed
results. Each new generation eagerly attempted to push the bounds of contemporary society to
its limits. What angered traditionalists was not what the middle class wanted to do, but the way
in which they intended to achieve its goal. Many conservatives believed that this new group
wanted to overthrow the status quo. They contended that earlier generations would never have
challenged society in such a pejorative manner. Nationally accepted social norms and values
had withstood the test of time. They defined us as a nation and a people. How could these
upstarts suggest anything different?

In retrospect, these early 20" century reformers never advocated abandoning the Puritan
Work Ethic. Instead, they wanted the freedom to pursue what they thought to be a more
enriching lifestyle which included, among other things, enjoying leisure time activities. It
would have been an entirely different matter had they actually championed more radical
ideology. However, that was not the case. They simply wanted to improve their quality of life
by eliminating some of what they perceived to be some of society’s worst taboos. Middle class
leaders believed that a freer lifestyle would result in a much happier, more productive
individual. Most Americans, by the mid-1920s, fully understood the differences between these
two schools of thought. Each in their own way represented the dynamic social changes that
symbolized that period in our nation’s history.

For many leisure-time enthusiasts, sports consumed much of their spare time. In fact,
golf, swimming, skiing, and tennis became national obsessions, while baseball and football also
gained large followings. The motion picture and radio industries came of age as well. Many
leisure-time advocates enjoyed spending more time with their family and friends. Others
pursued religious related activities or returned to school. Whatever their particular inclination,
the prosperity that characterized the “Roaring ‘20s” afforded them a new sense of hope and
optimism. Even those living and working in some of the most remote regions experienced the
full breadth of this national phenomenon. Most importantly, this latest round of national
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prosperity confirmed, beyond a shadow of a doubt, that capitalism and democracy could work
together for the betterment of society even if that alliance was at best tenuous.

Business leaders used their newly acquired empowerment to promote regional growth
through physical improvement programs. A catchy slogan of that day, “Can-Do-Ism,” captured
the essence of their excitement (10). Initiated by the U.S. Chamber of Commerce in 1912, it
became synonymous with policies and programs associated with local booster activities.
Constructing regional highways consumed much of the time of local “progressive” business
leaders. Few received direct compensation for their efforts. Instead, they received numerous
accolades from the local citizenry for their countless hours of community service. They used
those accolades to promote their own ventures.

Surprisingly, federal officials remained sanguine throughout this process. They had
discovered through experience that the local business community was far better qualified to
handle local and regional development then they were. Unlike earlier 19™ century publicly
sponsored programs, where political corruption and favoritism often reared its ugly head at the
expense of the majority, these new, well-executed private ventures appeared to serve everyone
equally well. Not only did they shorten travel time between communities, but also encouraged
the development of new major market centers where local business leaders and consumers
bought and sold items on a regular basis.

How best to generate sufficient funding for those many highway projects remained of
utmost importance. No two communities approached this dilemma in exactly the same way.
However, certain trends did emerge over time. Affluence, cultural traditions, and social makeup
usually determined the best course of action to follow. Small towns most often relied on a
combination of private and public funding derived from a multitude of business leaders and
local politicians. This was not the case in larger cities where individual business leaders, not
local politicians, held sway.

That decision to rely on prominent business leaders over local politicians often came
with certain strings attached. Business leaders frequently made subjective decisions based on
what they deemed the “best” course of action to follow at a given instance. They also often
failed to solicit public input before signing off on a project by claiming that they knew what was
best for their respective community. Looking at it from another perspective, such actions sped
up the timeline. These leaders determined highway routes, purchased the building materials,
and supervised all aspects of construction including the handling of disputes with contractors
and workers. Being experienced in business had its advantages in that they did not let any
obstacle stand in the way of progress.

Most business leaders considered such subjective decision-making as part-and-parcel of
a much larger community commitment called “civic responsibility.” Their brand of civic
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responsibility inevitably enhanced their own business prospects. In terms of its impact on the
community itself, this kind of large-scale investment often resulted in unprecedented growth
and prosperity for the area in question. This was especially true when business and trade
organizations vied with each other for economic supremacy within targeted areas. Similar
aspirations of greatness convinced some to pool their resources for the “common good.” That
kind of mutual cooperation occasionally spilled over to the region level as well. For example,
New England leaders, in the 1920s, pooled their financial resources to create their own
“interstate” highway system (11). Crossing coastal plains and hilly countryside, these newly
designated state highways set the pace for widespread growth for many years to come.

Whatever a community might decide to do, one thing became clear very quickly—Ilocal
leaders viewed such civic-minded activities as an ideal way in which to showcase the many
business advantages of their specific enterprises. At the same time, it promoted the countless
economic benefits that their particular town or village offered to potential new investors. These
business leaders never considered the possibility that their actions might be construed by
outsiders as a conflict of interest. In their minds, the prosperity of their community and their
own financial well-being were one-and-the-same. What was good for them financially was
inevitably good for their city or town.

Unlike regional highways, the maintenance of city streets remained mostly in the hands
of civil servants. Municipal leaders not only decided what work needed to be done, but also
when and where it would occur. Priorities were determined well in advance of groundbreaking
day. Heavily traveled thoroughfares received the most attention with little concern shown to
less traveled byways. The irony was that poorly maintained streets often became the breeding
grounds for contagious diseases. Those people working and residing within poorer
neighborhoods fully recognized the problem and frequently petitioned city officials for
municipal improvements.

Although empathetic to their plight, municipal leaders rarely provided poorer districts
sufficient relief. Reformers often chastised local politicians for their reluctance to furnish the
less fortunate with even the most basic municipal service improvements. Civic-minded
crusaders at the turn of the 20" century claimed that everyone in a community, including the
poor, deserved to have well-maintained streets. Local leaders responded by saying that they
knew full-well that their responsibility was to serve all the people. However, they admitted that
over time this once cherished principle of municipal governance had been all but forgotten.
They blamed it on other unscrupulous politicians who had used their power and prestige to
enhance their own wealth at the expense of the less fortunate. However, few admitted any guilt
in such matters.

At the same time, county officials assumed the responsibility for maintaining the
majority of outlying county roads. The comfort and safety of these byways depended on a
7 I Fast-Food Restaurant Industry: A Cleveland Perspective: 1930 - 2016



region’s wealth. Affluent jurisdictions enjoyed the many economic and health benefits afforded
by better-paved avenues and streets, while poorer municipalities did not have such “luxuries.”
Had the automobile remained the exclusive toy of the rich, that discrepancy in municipal
services might have continued for many years. However, a surge in car ownership at the
outbreak of the First World War changed all that. The public demanded better highways and
they wanted them now. Local business and political leaders could no longer ignore their pleas.
They must act decisively and quickly.

Shrewd business leaders of the early 20" century fully understood the embarrassing
situation facing many public leaders as they frantically sought out vast amounts of funds to
cover the mounting expenses equated with highway improvements. Relying on traditional tax
methods to cover these costs only went so far. Asking voters to pay additional taxes or special
levies was always a very dangerous political game to play. Most Americans wanted top quality
highways, but few were willing to pay for them through special tax levies. That realization
forced many politicians to seek out other funding sources. Some leaders approached state
officials. However, most state legislatures, finding themselves equally strapped for money,
turned down their requests. Other politicians boldly turned to the federal government for
assistance.

Unfortunately, Washington bureaucrats were notorious for dragging their feet especially
when it came to allocating tax dollars for regional infrastructure improvements. In spite of its
obvious shortcomings, many city officials believed that procuring federal money might enable
them to achieve their desired ends quickly by eliminating the tedious process of soliciting funds
from private lenders. Everyone knew that the U.S. Congress had the legal authority to
appropriate vast amounts of tax dollars for worthwhile civic projects. Why not pressure
Congressional leaders to pass specific legislation targeted towards funding new regional
highways? It seemed the logical thing to do.

Congressional leaders agreed with that line of thinking and approved the Bankhead
Shackleford Act of 1916 (12). Also known as the Federal Aid Road Act of 1916, this bill
appropriated $75,000,000 over the next five years for the building and maintenance of county
roads nationwide (13). The federal government agreed to cover not less than 30 percent nor
more than 50 percent of all the construction and maintenance costs, while state and local
officials would assume the remaining debt. Under this bill, a specially established Federal
Bureau of Roads would oversee operations. It further required each state to establish its own
highway department to be led by college trained engineers, who were to handle all highway
related projects along with the annual budget.

This unprecedented action set the stage for additional federally sponsored highway
packages beginning in 1921. As the number of automobiles increased so did the public’s
demand for better marked highways. Congress approved the creation of the nation’s first
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transcontinental highway system in February 1925. Consisting of a patchwork of primary and
secondary roads joined together to link the entire country together, these federally designated
highways received their own special route numbers. Congressional leaders knew that the
capacity, quality, and safety of these highways varied greatly. With the idea of creating a safer
system of roadways, federal and state officials in the last years of the 1920s, funded a number of
limited access highway projects. They said that these new “super” highways would not only
speed up traffic flow, but also eliminate some of the nation’s worst bottlenecks.

The financial devastation wrought by the Great Depression of the 1930s compelled
many states to sponsor their own highway initiatives. Many of the most populated states such
as California, Illinois, and New York led the charge. Some of these new roadways, including
the much-heralded New York Parkway System, catered exclusively to passenger traffic. Trucks
and busses were excluded. Federal officials, in the early years of the Roosevelt Administration,
tried to broaden this program considerably by offering sizeable grants to states that launched
their own comprehensive highway programs. The Commonwealth of Pennsylvania responded
by unveiling its own major highway proposal in 1935 (14). It called for the construction of a
new east/west toll road that would connect Philadelphia and Pittsburgh. Estimated costs for this
massive public works endeavor ran anywhere from $60,000,000 and $70,000,000.

This proposal became a reality in May 1937 when Governor George H. Earle 111 (1890-
1974) signed Act 211. This bill authorized the establishment of the Pennsylvania Turnpike
Commission. Chaired by a well-respected Pittsburgh oil executive Walter A. Jones, this new
state agency handled all aspects of highway construction and operations. The Weimar Republic
of Germany set the precedent for such a state-sponsored venture when it authorized the
construction of the Autobahn eight years earlier.

Although the Commonwealth of Pennsylvania strictly prohibited state officials from
accruing more than $1,000,000 in bonded debt without prior voter approval, it did not prevent
state legislators from approving a special construction loan package to cover current costs. The
Pennsylvanian highway department agreed to fund all the toll road support services with the
expressed understanding that the turnpike commission would reimburse state officials for all the
money they spent on this program at a specified future date. The sheer magnitude of this
endeavor required additional federal aid. The Works Progress Administration (WPA) in 1937
approved a $29,000,000 grant, while the Reconstruction Finance Corporation (RFC) purchased
an additional $40,800,000 in turnpike bonds at an annual interest rate of 3% percent. Another
grant made by the Public Works Administration (PWA) covered almost half of the total
construction costs. Groundbreaking for the Pennsylvania Turnpike occurred on October 27,
1938.

Financially successful from the day it opened, the Pennsylvania Turnpike became the
model of operational efficiency soon emulated by others. Over the next 30 years, 16 states
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sponsored similar toll road projects using much the same financial formula. Under this
arrangement, federal officials paid 10 percent of the costs, while state and local governments
assumed the remaining 90 percent debt. Similar to the original Commonwealth of Pennsylvania
agreement, private investors provided the bulk of funding.

Unfortunately, many states, including Pennsylvania in their enthusiasm to build and
operate such a system, failed to address what would eventually become a chronic problem,
namely, how to finance needed future repairs. As the price of operating state-controlled toll
roads increased, the Pennsylvania Turnpike Commissioners found themselves repeatedly under
attack by many of their most ardent supporters. Much of the criticism stemmed from the failure
of the state to maintain a special “rainy day” fund designated for future highway maintenance.

Many of its earliest proponents, including the Pennsylvania Turnpike Commission,
erroneously believed that the funds derived from interest bearing bonds, special user fees, and
daily collected tolls would be more than sufficient to cover future expenses. They were wrong.
However, in all fairness these leaders had no idea of the economic difficulties that lay ahead
during the second half of the 20" century. The economic instability of the late 1970s and early
1980s changed everything (15).

Toll road maintenance expenses remained reasonable into the late 1960s. In fact, many
turnpike commissions, including Pennsylvania, operated in the black. However, all of that
changed over the next decade as operating and maintenance costs soared. Double-digit
inflation, escalating construction costs, and greater wear-and-tear on the highway itself, in
conjunction with growing demands by state employees for higher salaries and better fringe
benefits, all but absorbed any earlier surpluses. Finding themselves financially strapped, a
number of states, including Connecticut and Kentucky, opted to get out of the toll road business
entirely by paying off their outstanding debts. Still others chose to sell their controlling interest
to outside private corporations. Those remaining in the business, such as Pennsylvania and
Massachusetts, raised fares, sold additional interest bearing bonds, and increased user fees. In
spite of these recent financial setbacks, some states, including Illinois, Pennsylvania, and
Maryland, continue to build and operate toll roads to the present day. Many of them are self-
service feeder lines that run through less populated areas.

The public clamor following the Second World War for an extensive national freeway
system, based in part on the California model initiated in the late 1930s, led the 84™ Congress to
approve a mammoth $25 billion highway bill in June 1956. Major auto manufacturers and
leading U.S. tire companies had been lobbying for such action for years. These manufacturers
knew full-well that the nation’s future prosperity rested on this kind of national initiative.

The Federal Highway Act of 1956, also referred to as the National Defense Highway
Act, set the stage for today’s Interstate Highway system (16). These 40,000 miles of limited
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access highways took more than 40 years to complete. Under this arrangement, the federal
government shouldered 90 percent of the construction costs, while state and local authorities
paid the remaining 10 percent. Again, few state legislatures took the steps necessary to set aside
additional funds for future expansion and yearly maintenance.

Improved regional highways and local streets positively affected the lives of millions of
Americans in the post-war years. It encouraged them to leave the confines of the inner city for
new suburban areas. It also inspired them to cast aside the rigid dictates governing pre-war
society in order to embrace a new, less-formal suburban lifestyle. The fast-food industry also
known as the quick service industry benefited in numerous ways from this rapidly changing
lifestyle. Nowhere was that more evident than in large cities such as Cleveland, Ohio.
Clevelanders in large numbers appreciated both the affordability and convenience of fast-food
dining.

The number and variety of fast-food eateries multiplied significantly during the late
1940s and early 1950s. Innovators within the restaurant business itself, like so many other
service oriented industries, prided themselves on their ability to successful adapt to changing
situations great and small. The business finesse demonstrated by the proprietor ultimately
determined the uniqueness of the individual patron’s dining experience. The frantic pace of
post-war society generally meant that successful entrepreneurs, with rare exception, adopted
business strategies first developed by others. After all, the idea of eating in quick service
restaurants was not a new experience for most diners, far from it. It had been a part of
American life since the late 19" century.

This being the case, customers in the 1950s rarely questioned the fundamental value of
fast-food dining experience, that was a given. What they had yet to determine was, which kind
of fast-food experience did they enjoy the most? In the end, it all boiled down to whether they
preferred leisurely sit-down family dining or fast-paced drive-ins. Drive-in restaurants
remained supreme from the late 1940s through the late 1970s. However, the last two decades of
the 20™ century witnesses a remarkable turnaround as large numbers of customers left their
favorite hangouts for more upscale family-style restaurants (17). That switch in venue was not
completely unexpected—after all nothing stays the same forever. What shocked experts was
the intensity of this change.

Although the décor of some of the earliest quick service eateries may have seemed sleek
and modern, the business principles governing most of them were anything but up-to-date.
Fast-food establishments such as cafeterias, lunch rooms, hot dog stands, and hamburger joints
had existed for years. With the possible exception of big city cafeterias, their limited menu
choices and no frills atmosphere left much to be desired. Also, few of them welcomed
unescorted women. Many early 20" century fast-food owners readily admitted their failings. In
particular, they knew the growing importance of utilizing modern accounting principles as a
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way of reducing overhead expenses. They also fully understood the need of staying abreast of
the latest industry trends many of which resulted from the changing eating habits of their
customers. However, few entrepreneurs possessed the liquidity necessary to rapidly institute
these changes (18).

This meant that an economic windfall awaited wealthier restaurateurs who bucked
conventional wisdom to embrace these new approaches. Late 19™ century advances within the
industry itself further encouraged such innovation. It began as early as 1889 when two brothers
Samuel S. Childs (1863-1925) and William Childs (b. 1866) invested their hard-earned cash in a
new buffet style restaurant in New York City’s Merchant Hotel. Their success led to the
establishment of the first major cafeteria chain in the U.S. By the mid-1920s, they operated
more than 100 sites in nearly 30 cities. A heated proxy fight in the 1930s resulted in their
ouster. This once highly successful chain filed for bankruptcy protection in 1943 (19). A newly
reorganized Childs Restaurant emerged after the Second World War. A New York based
company called the Riese Organization in 1961 acquired it for about $10,000,000. Riese
specializes in purchasing financially strapped chains, refurbishing them, and then selling them
on the open market. They currently operate a multitude of franchises throughout the Greater
New York region (20).

The Childs family may have set the stage for modern day cafeteria style dining; however
two Philadelphian restaurateurs Joseph Horn (1861-1941) and Frank Hardart (1850-1918)
played equally critical roles in its development (21). Opening their first diner in 1888, these
entrepreneurs specialized in tasty French- pressed dark roast coffee. Behind the scenes, they
experimented with improving both customer distribution and food quality. These keen
businessmen knew that speeding up service was essential for long-term financial success. The
highly profitable Quisisana Automat in Berlin, Germany interested them. One of the German
manufacturers responsible for installing its equipment visited them in 1898. This inventor not
only demonstrated how the system operated, but also stressed its practicality. Frank Hardart
loved the idea, and visited Germany to see how it worked firsthand. He was not disappointed
by what he saw.

Under the guidance of John Fritische, a well-known engineer, these two business
partners prepared to open their first “automated” cafeteria. Efficiency governed every aspect of
their operations. Under this system, employees would be stationed behind coin-operated
vending machines that continually slid plates of delicious hot food into empty slotted
compartments within a revolving metal drum. A heated metal jacket, at the base of the drum,
would keep the food items warm. Nearby cashiers would provide customers the required
change (22).

Horn and Hardest opened their first Automat Restaurant in 1902 on 6™ Avenue in
Philadelphia’s South Side. It featured a long lunch counter. Its catchy motto “Less Work for
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Mother” drew big crowds on opening day. The site’s art deco décor was like no other
restaurant. Horn and Hardart, over the next decade, added three more diners: one at 101 South
Juniper Street, a second at 909 Market Street and a third at 21 South 11" Street. These business
partners also gained a well-earned reputation for helping those less fortunate. Not only did they
donate generously to local charities; but also supplied quality food to the poor at reduced cost.
They also sponsored a highly popular radio show for children beginning in 1927.

A well-known entrepreneur named James Harcombe opened his own version of the
automat in New York City in 1905. Located on lower Broadway, Harcombe’s $75,000
cafeteria-style restaurant featured both beer and cocktails. Not to be outdone by this crafty New
Yorker, Horn and Hardart quickly opened their own sites in the Big Apple. These restaurants
featured stand up counters only. The Automat soon became a legend within the fast-food
industry. At the outbreak of the Second World War, Horn and Hardart served more than
500,000 patrons a year in nearly 160 sites. They were especially popular in Greater New York
and Philadelphia.

Hoping to expand operations further, Automat’s Board of Directors in 1953 announced
that their company was going public. Board members, that same year, also approved a
reorganization plan that divided their holdings into two separate divisions. The New York
branch, Horn & Hardart, traded on the New York Stock Exchange, while its Philadelphia
division, Horn & Hardart Baking Company, became an integral part of the Philadelphia Stock
Exchange. This no frills chain of restaurants remained popular throughout the 1950s. Its Board
of Directors broke with tradition and approved beer and wine for several of its Philadelphia-
based units in 1961.

Other early 20" century entrepreneurs in large cities such as Cleveland, Ohio followed
the example set by Horn and Hardart and opened their own cafeterias. Unlike the Automat,
these establishments did not sell food items through coin operated vending machines. Instead,
their customers picked up clean metal trays from nearby stands and then proceeded through a
line that ran parallel to the food and beverage stations. Fresh fruit cups, salads and soups were
first, followed by savory main entrees, and finally delicious desserts and beverages.

When patrons found something they wanted to eat they simply picked up the plate of
food and carefully placed on it their tray while continuing to follow along the line. They paid
the cashier at the end of the line for their food choices. Upon picking up silverware and
napkins, patrons then walked into adjacent dining rooms where they sat down and ate. After
dining, they carried their trays, dirty dishes, napkins, silverware etc. to specially marked areas
where they disposed of their refuse, and then slid their trays into slotted metal racks for
cleaning. Some of the most popular cafeteria chains were Bickford’s, Luby’s, Morrison’s, and
Piccadilly. Clevelanders frequented Anders, the Colonnade, and the Forum.
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Although the Automat remained popular with customers well into the 1950s, many new
innovations within the fast-food industry challenged this once highly respected chain. The
move to the suburbs of many of its most loyal patrons following the Second World War, along
with dramatic increases in the prices of wholesale foods and changes in consumer eating habits
reduced company profits significantly in the 1960s. Locally based fast-food concerns including
Burger King, McDonald’s, and Gino’s Hamburgers, recognizing that this legendary corporation
was on the brink of bankruptcy, assume control of some of its under-performing units. Automat
officials welcomed such actions in that it lessened the company’s mounting debt.

A well-known international financier named Barry W. Florescue (b. 1940) gained
control of the company in the 1970s. In what many experts considered a very aggressive move,
Florescue diversified corporate holdings. Diversification included, among other things,
renovating the Royal Inn in Las Vegas, Nevada for more than $7,000,000. Automat-affiliated
franchises assisted in this across-the-board effort by furnishing additional capital when
necessary.

This new approach apparently paid off well. The Automat paid dividends of $.16 a
share on corporate earnings that exceeded $900,000 in 1977. These affiliated franchises kept
their parent company afloat well into the 1980s. Unfortunately, unexpected financial reversals
and a national recession in 1987 all but wiped out these earlier gains. Mounting deficits and
shrinking profits forced the Automat to file for Chapter 11 bankruptcy protection in May 1990.

Fortunately, not all fast-food restaurateurs faced the same grim business prospects that
awaited the Automat. For example, a Polish immigrant named Nathan Handwerker (1890-
1974) was one of many entrepreneurs who successfully met the challenges of growing
competition and change eating habits. Handwerker opened his first Nathan’s Famous Beef Hot
Dog stand at 1310 Surf Street in Coney Island, New York in 1916. His claim to fame was his
tasty frankfurters served in warm toasted buns. His wife Ida Greenwald Handwerker (1897-
1976) had developed her own special recipe when they first arrived in the states. Celebrities,
dignitaries, and politicians came from far and wide to eat at Nathan’s. A showman par
excellence, Handwerker sponsored numerous annual events that brought customers to his
original Coney Island establishment. His hot dog eating contest held every July 4™ still draws
large crowds (23).

Unlike many of his competitors, Nathan Handwerker saw no reason to expand his
operations following the Second World War. Mounting competition in the 1950s finally
convinced him to change his mind. This legendary restaurateur opened a second site in 1959.
Located at 3131 Long Beach Road in Oceanside, Queens, this highly popular eatery appealed to
customers from all walks of life. A third site at 2290 Central Park Avenue in Yonkers, New
York debuted in 1965. The Yonkers restaurant remained opened for more than 40 years.
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Handwerker remained the company’s president until the late 1960s when he turned over the
reins of his successful company to his son Murray.

Murray Handwerker (1921-2011) believed that the future of the quick service industry
rested in franchising. His family-run business over the next 15-year period grew from three
locally owned and operated units to over 50 nationwide. Murray Handwerker served as its CEO
and Board Chairman until 1987, when he sold controlling interest to the Equicor Group LTD for
$17,000,000. Nathan’s Famous profits that year topped $550,000 with sales exceeding
$23,000,000. A well-known private holding company located in Rockville Center, New York,
the Equicor Group specialized in acquiring and selling profitable fast-food restaurant chains. In
cases such as this one, private equity firms serve as management consultants whose business
objective is to improve upon companies they acquire either through direct cost cutting methods
or by selling them off at a handsome profit. Their chief investors are most often wealthy
entrepreneurs, lucrative pension funds, or well-known companies. Equity companies in today’s
market not only received a 5 percent fee for services rendered, but also 20 percent of any
additional profits resulting from their actions (24). In this instance, the Equicor Group was
considered a resolute bargainer. In fact, many of that company’s deals were legendary
including the one that involved Kenny Rogers Roasters.

Debuting in 1991 in Coral Spring, Florida, Kenny Rogers specialized in “Roasters.”
Crispy on the outside and tender on the inside, these chicken dinners were an immediate hit with
the locals. Corporate representatives recognizing that they had a winner on their hands soon
unveiled extensive expansion plans. They envisioned hundreds if not thousands of Roaster
restaurants worldwide by the year 2000. These same spokespersons also unveiled their new
menu that included traditional favorites such as ribs and turkey. Kenny Rogers, by the mid-
1990s, operated more than 350 sites. Unfortunately, unexpected legal problems soon cooled the
enthusiasm of many of the company’s original investors. A small fried chicken restaurant chain
called Cluckers launched a lawsuit against Kenny Rogers Roasters claiming patent
infringements. The plaintiff claimed that Kenny Rogers had knowingly and willfully stolen its
recipes and menu.

Kenny Rogers Board of Directors quickly determined that it was in its best business
interest to acquire Cluckers. Kenny Rogers, in 1994, purchased 2,000,000 shares of Cluckers
common stock for $5,000,000. Unfortunately, Kenny Roger’s never rebounded from this
increased debt. Losses continued to mount reaching $3,500,000 by 1997 (25). Kenny Rogers
Roasters filed for Chapter 11 bankruptcy protection in March 1998. The Equicor Group
purchased this fledgling fast-food company for $1,250,000, and then engaged in an extensive
revitalize effort. Their efforts paid off when a large Malaysian-based fast-food restaurant chain
called Berjaya Roasters acquired the newly reorganized Kenny Rogers Roasters chain for
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$4,000,000 in 2008. A wholly owned subsidiary of Roasters, Asia Pacific, Berjaya is a major
franchise distributor for KFC worldwide (26).

The Equicor Group negotiated a similar deal with Miami Subs Capital Partners
involving Miami Subs Grill. A privately-held chain, established in 1988 by a well-known
Canadian businessman named Konstantinos (Gus) Boulis (1949-2001), Miami Grill appealed to
a wide range of customers. A business speculator in his own right, Boulis wasted no time
before expanding operations. Miami Subs Grill, by the mid-1990s, owned and operated more
than 170 sites in 19 states (27). Unfortunately, that kind of expansion came with a stiff price,
namely, mounting debt.

But not to worry, this company’s unique South Beach-styled restaurants, with their
tropical art deco décor, highlighted by brightly colored blue and pink neon lights, stood out
among the crowd. People loved to dine there. Hoping to expand upon its growing popularity,
the Equicor Group purchased Miami Subs Grill in 1999. Miami Subs Capital Partners
subsequently purchased it from the Equicor Group. It received $850,000 upfront with the
remaining $2,450,000 to be paid in increments over the next several years. The new owners
announced plans to build 100 new sites in New Jersey and New York in 2007. Armando
Cristian, better known as Pitbull, (b. 1981) acquired it in 2012.

Being a very successful holding company, the Equicor Group prided itself on its highly
profitable portfolio, which included a wide variety of popular name brands such as Arthur
Treacher’s Original Fish-n-Chips. The Board of Directors at Equicor in a very bold move
incorporated some of Arthur Treacher’s most popular meals and snacks into its Nathan’s
Famous menu. The year was 2006. Nathan Famous by 2012 included over 300 units in the
states with an additional 60 franchises overseas. Board members, that same year, announced
plans to open new sites in both Russia and Sochi. Franchises were also pending in Costa Rico,
Malaysia, Portugal, and Singapore. In fact, more than 40,000 food service and retail outlets
worldwide carry their products. Today’s multimillion dollar operation owes much of its success
to its insightful founder Nathan Handwerker.

Roy W. Allen (1882-1968) and Frank Wright served their first $.05 root beer float in
1919 at their new Lodi, California stand. The idea behind owning and operating a quick service
restaurant originated several years earlier when Roy Allen acquired the rights to a special soft
drink recipe concocted by an Arizona pharmacist. Made up of herbs, spices, tree bark, and
berries this sweet tasting soft drink appealed to both adults and children. The new site at 13
West Pine Street soon became a popular hangout for locals who wanted something good to eat
and drink at a low cost. Allen and Wright wasted no time before expanding their operations to
the neighboring communities of Sacramento, California and Stockton, California.
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These business partners soon understood the importance of name recognition.
Customers must be able to readily connect a company’s name with its products and services.
Allen and Wright also quickly realized that trendy names, although initially entertaining and
fun, often lose their appeal over time. They believed the simpler the name, the better the
chances for long-term financial success. With that very thought in mind, these astute
businessmen decided to name their new fast-food company A&W. It was a catchy name and
simple to remember.

They also knew that the key to their future economic success rested on finding a
dependable manufacturer who would be able to produce and ship large amounts of root beer at
low cost. J. Hungerford Smith Company was the perfect fit for them. Corporate officials
started manufacturing and distributing large amounts of their root beer concentrate to various
A&W franchises beginning in 1921. Incorporated in 1879 by Jay Hungerford Smith (1855-
1932), this Rochester, New York-based company sold delicious fruit syrups for ice cream and
soda fountains (28). It also successfully retailed its own version of a similar soft drink called
Rochester Root Beer.

Roy Allen believed strongly that the future of the fast-food industry rested with
companies that franchised their operations quickly. Frank Wright, not to be confused with his
namesake the world renowned architect Frank Lloyd Wright, also had no objection to
franchising. However, Wright wanted to learn more about how franchises operated before
committing wholeheartedly to it. Roy Allen disagreed with his partners more conservative
approach towards wide-scale franchising. Unable to reach an amicable business agreement,
Roy Allen bought out Frank Wright in 1924.

As sole proprietor, Roy Allen immediately opened new franchises in Texas and Utah.
His profits during the early years came primarily from customer sales and lucrative franchise
fees. The number of A&W franchises exceeded 170 by the mid-1930s. It reached an
impressive 450 in the immediate post-war years. After more than 30 years in the business, Roy
Allen announced his retirement in 1950. He sold his controlling interest to a well-known
Nebraskan entrepreneur Leonard Eugene (Gene) Hurtz (1917-2009). Hurtz subsequently
created the A&W Root Beer Company and opened up new sites in Canada and Guam.

The 1950s represented a time of unparalleled growth and prosperity for millions of
Americans. This new found wealth encouraged many to frequent quick service outlets such as
A&W. That economic realization did not escape the attention of other enterprising
restaurateurs who wanted to market their own root beer brand and fast-food items. Dog n Suds
represented one of those new corporations prepared to challenge that segment of the fast-food
market currently dominated by A&W. Founded by James Griggs and Don Hamacher (1921-
2013), Dog n Suds grew from a single site in the early 1950s to become a major force in the
field by the mid-1960s. By the end of that decade, there were nearly 600 Dog n Suds sites
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nationwide (29). However, the fierce rivalry waged between Dog n Suds and A&W proved to
be short-lived. Dog n Suds executives had other ideas in mind (30).

The decision by Dog n Suds to market their popular drink in designated retail outlets
distinguished it from other root beer companies such as A&W. In addition, frequent ownership
changes at Dog n Suds sites foreshadowed major changes in company strategies that were yet to
unfold. Those targeted changes manifested themselves in many different, and at times, unique
ways. For example, Dog n Suds, in the mid-1970s, with absolutely no warning announced plans
to phase out its drive-in restaurant chain to concentrate on selling their products through retail
outlets. Dog n Suds loyal customers sought out other root beer stands including those owned
and operated by A&W.

Gene Hurtz remained the President of A&W Root Beer until 1963 when he sold his
controlling interest to the J. Hungerford Smith Company. Unsubstantiated rumors, at that time,
suggested that disgruntle A&W franchise holders had pressured Hurtz to sell out. Part of the
problem between Hurtz and those discontented franchisees may have stemmed from the
president’s approach towards business. Hurtz furnished very little managerial advice or
financial help to his many franchise holders. Instead, he encouraged them to “rely on their own
business drive and ingenuity.” Clichés like that may have helped to a limited extent.
Unfortunately, it did not help to pay the bills. Many restaurateurs said, “Why buy an expensive
franchise if the parent company has only a passing interest in their financial well- being?” It
just didn’t seem right.

The decade of the 1960s prompted additional changes within the quick service industry
as many long-established food manufacturers and distributors merged with multinational
conglomerates (31). The J. Hungerford Smith Company represented one company to get
caught-up in that fray. Within months of acquiring A&W, United Fruit Company (UFC)
purchased J. Hungerford Smith. An outgrowth of two major 19" century fruit importers,
Boston Fruit Company and United Fruit Company, UFC grew and prospered throughout the
early 20" century (32). In fact, this international corporation controlled much of the U.S. Latin
American export trade by the 1950s. Wishing to diversify its holdings led the UFC Board of
Directors to approve the acquisition of J. Hungerford Smith.

UFC placed its latest acquisitions into a new subsidiary it called A&W Root Beer
International. UFC retained control for seven years. A merger with AMK in 1970 led to a
major restructuring effort whereby UFC became United Brands (UB). UB continued to market
A&W Root Beer until 1982 when a prominent international real estate developer named A.
Alfred Taubman (1924-2015) purchased it for $4,000,000. The new owner expanded
operations, which resulted in the establishment of 10 new upscale family restaurants called
A&W Great Food Restaurants. Taubman also opened numerous additional franchises in
regional malls and neighborhood shopping centers. British-based Cadbury Schweppes watched
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these emerging business developments with special interest. These two well-respected
companies had merged in 1969. Hoping to significantly expand its worldwide investment
opportunities led this food giant to acquire A&W Root Beer. The merger, finalized in 1993,
included special stock transfers totaling more than $335,000,000.

Cadbury Schweppes, within the year, sold its controlling interest to Sagittarius
Acquisitions Incorporated (33). In 1999 Sagittarius merged with the Long John Silver’s to
become Yorkshire Global. Yorkshire Global, three years later, sold both its A&W and Long
John Silver’s subsidiaries to Tricon Global for $320,000,000. Tricon Global in 2001 operated
30,000 restaurants. Its profits that same year topped $22billion, while its sales figures exceeded
$7,700,000,000 (34). Tricon soon changed its name to Yum Brands. An independent
organization, in conjunction with former A&W franchisees, acquired controlling interest in
2011. That same year, LJS Partners LLC merged with Long John Silver’s (35). The new A&W
owners wasted very little time before establishing their own fast casual restaurant chain. This
growing conglomerate operates more than 1,200 A&W sites worldwide.
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CHAPTER TWO: DRIVE-IN RESTAURANTS GAIN A NATIONAL FOLLOWING

Many of today’s most popular fast-food chains trace their origins to the 1920s. White
Castle is one such nationally recognized company. Established by J. Walter Anderson (1880-
1963) and Edgar Waldo (Billy) Ingram (1880-1966), White Castle has enjoyed a large
following from the day it first opened in Wichita, Kansas. (1) The name choice along with its
building design and color scheme were no accident. Its castle design represented permanence
and strength, while its white color stood for honesty and purity. Market conditions in urban
American during the 1920s favored that kind of quick service restaurant. Also, its founder and
co-owner Walt Anderson had previous experience in the fast-food business. He began selling
tasty hamburger sandwiches five years earlier from an abandoned streetcar. From that modest
beginning, Anderson’s operations soon expanded. By 1920 he successfully managed three
stands.

Billy Ingram began his illustrious career by selling insurance and real estate. However,
deep down inside he knew that he wanted to own a restaurant. Anderson and Ingram pooled
their resources and in 1921 opened their first diner. Located at the busy corner of First and
Main Streets in the bustling city of Wichita, Kansas, this white porcelain-clad building with its
bright stainless steel counters and comfortable swivel seats epi