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The Embers Restaurants chain knows it takes more than smiles and thank-yous to repair a bad customer service reputation.

It also takes financial investments in retraining and capital, innovative  marketing and sales techniques and plenty of company soul searching.

Embers SOARs
Continued satisfaction guaranteed
Invest in employees
PetSmart rebuilds
More resources

In the past decade, companies that have undergone major customer-service turnarounds include: Delta Airlines, whose problems included dirty waiting areas, indifferent service, delayed flights and low employee morale; the East Coast Meyer-Jabara hotel chain, which invested in a $60,000 employee retention plan last year because of a high turnaround rate that led to poor service; Iberia Airlines, which spent $54 million in 1991 on employee training and retention programs after losing $235 million the year before, largely because of poor customer service; and PetSmart, which beefed up its customer service approach because of increased competition and lower sales.

Embers SOARs
Embers' $5 million customer-service-turnaround campaign included one restaurant selling burgers and fries at the inauguration party for Minnesota Gov. Jesse Ventura; another Minnesota store is currently sponsoring a morning radio talk show featuring local football coaches; and another store is featuring blue plate specials, where meals are served on blue plates.

Like many other companies struggling to improve lackluster service, Embers, based in St. Paul, Minn., was motivated by financial losses. "The single best measure of customer service problems is not complaints," says consultant James Belasco, professor of management at San Diego State University. "Customers vote with their dollars, time and feet. Measure that rather than complaint. When customers complain, it's too late."

The 22-unit Embers chain had lost money for four years, a problem attributed to poor service, bad management and tough competition from larger restaurant chains. Sales peaked at $22.5 million in 1993, but then fell 8% in the next four years to $20.7 million. "The No. 1 reason people go out to eat is the food. But clearly, the No. 1 reason people return is the service," says Embers CEO David Kristal. "We hadn't made that investment in service."

Embers kicked off its campaign last winter by investing in a $1.5 million employee retraining program called SOAR, Supporting Objectivity Accountability and Responsibility. The program is designed to promote entrepreneurial thinking and improve customer service. It involves weekly staff meetings, during which employees share stories about a good experience with a customer and offer new ideas for increasing sales.

Workers are also encouraged to follow the company's new service motto: "Every single customer has to be treated like our only customer. Without that customer, we go out of business," says Kristal, whose father Henry founded the chain in 1956. Embers' recovery plan also includes a franchising project called Embers America, where mom-and-pop-style restaurants across the country will carry the name Embers America, keep their own menus, but feature a small line of the chain's items. 

For its own restaurants, the customer-service transformation includes $1 million worth of new equipment, $750,000 in remodeling, a major staff expansion, a lower-cost menu, and a doubled advertising and promotion budget. Kristal says all of these efforts are designed to accomplish one goal: win back customers.

"We have made remarkable progress in terms of turning our company around. And much of this has to do with our renewed focus on customer service," Kristal says, adding that the mission is still ongoing. "You can't just learn good service in a day. You need to train people, you need to work hard at it."

Continued satisfaction guaranteed 
You also can't consider the program a success once a customer says he's satisfied. Companies must continually strive to improve their customer service operations, according to Belasco and Jerre Stead, authors of "Soaring with the Phoenix: Renewing the Vision, Reviving the Spirit & Re-Creating the Success of Your."

"It's always time to restructure customer service. Given the pace of change and the rising tide of consumer expectations, it's not a onetime event," says Belasco.

For companies that are considering restructuring their customer-service operations, Belasco suggests they begin by going to the front lines where customers are served. Employees who interface directly with customers can notify management of customer complaints, concerns and demands, he says.

Invest in retraining programs for these front-line people to give them skills for handling certain complaints and meeting the consumers' needs, Belasco says. The cost shouldn't be overwhelming. While some companies might have to make big capital investments -- like a new computer system or building renovations -- most customer service improvements shouldn't break the bank, he says.

"This is not free, but it is nowhere near the investment you think," Belasco says. "People like new airplanes, yes. But they also like clean airplanes."

Invest in employees
Arguing that happier employees lead to better service, Belasco also suggests that companies invest in employee perks. Stressing this point, Belasco cited a small hotel chain that invested in a $60,000 retention program a year and a half ago where it paid schooling costs for employees and their families who wanted to learn English. The company, Meyer-Jabara, was experiencing a 300% turnover rate, which led to poor service. To reverse this cycle, the 22-unit hotel chain ended up offering the tuition program, as well as hosting pool parties for the employees' families.

Since then, turnaround has dropped from 300% to 30% , says Belasco, who consulted the company during the program.

"The big step is to engage those front-line servers and tap into their passions to improve," Belasco says. "You improve the service at the hotel by helping the people who provide the service."

PetSmart rebuilds
 A similar employee-friendly philosophy is in place at Phoenix-based PetSmart, which initiated a massive customer service improvement project last year due to increased competition and a drop in sales. The project includes a special customer-service award program for employees.

"We did disappoint our customers in 1997 when we made some strategic changes in our business," says PetSmart spokesman Neal Watanabe.

According to Watanabe, PetSmart's business started to decline when the company dropped its everyday low pricing strategy and reduced inventory, causing stores to run out of many popular items.

      "At the time, PetSmart had reached a point where the massive expansion -- 
      which many retailers go through -- began to impact the core business. The 
      fast growth resulted in the company reaching a point in its life cycle 
      where it was required to reassess the core business competencies," 
      Watanabe says.

      To win back customers, PetSmart reinstituted its everyday low price 
      strategy and made several new investments. The stores have new registers 
      and software that provide quicker checkout and allow more payment methods, 
      such as debit cards. Stores now offer customers advice about their pets' 
      well-being. New ticketing equipment has improved label shelf pricing. A 
      new customer service manager position was created in 1998, and staff on 
      the customer service phone resolution desk has increased by more than 50% 
      to better handle customer inquiries.

      Watanabe says the effort has paid of so far. Sales increased 6% in 1998. 
      Net income for 1998 was $22.2 million, vs. $15.5 million in 1997, a 46% 
      improvement. And customer satisfaction ratings jumped from 65% in 1997, to 
      96% in 1998.

      An "increase in customer transaction counts indicate that while our 
      customers were disappointed, they were willing to forgive and return to 
      our stores providing we got our act together," Watanabe says.

      More resources
      KnowledgeSpace offers an extensive list of information on customer and 
      client service. View the news, Hot Issues, Online Broadcasts, Discussions 
      and Resources with the KnowledgeSpace Topical Navigator.


