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“How was your dinner here?”
“Very good, it was excellent.”
“Thank you very much for coming.”

After saying “Good night” to a customer, Charlie Gao, manager of the
Empire Szechuan Chinese restaurant, stepped out from behind the counter
and looked through the dining room window. The street was busy; cars were
passing back and forth. This had been a busy day for most people, but not
for his restaurant. Seat turnover tonight was one and half, not even up to
two. It had been three or four when the restaurant first opened.

Charlie recalled that the first month’s business was so busy that
queues lined up along the counter waiting to get seats. Gradually, sales vol-
ume had slipped at both lunch and dinner. Only six months later, business
was so disappointing that shares in the restaurant had been sold three times
over. “Something must be wrong,” he thought, but whenever he asked for
feedback from customers, he always received compliments.

History
Charlie Gao was the manager as well as the principal owner of the Empire
Szechuan restaurant, holding 40 percent of the stock. Other minor partners
were in New York City. Working in the restaurant industry for 10 years, Charlie
had obtained substantial cooking and waiting experience as well as some
management knowledge. He had been a manager in several Chinese restau-
rants including Jade Beach, a Chinese restaurant in a casino in Atlantic City,
and Szechuan Empire on Broadway at 97th Street in New York City. After he
had accumulated enough money, he decided to fulfill his fantasy of opening
a restaurant of his own. He found some partners among his career friends.

Eventually, Charlie got his opportunity in Amherst, Massachusetts, a
town of 50,000 permanent residents known for its high involvement in ed-
ucation. With five colleges in the Amherst area (Smith, Mount Holyoke,
Amherst, and Hampshire colleges and the University of Massachusetts), the
additional population was largely made up of students, particularly during
fall and spring semesters. The Empire Szechuan opened in the heart of
Amherst featuring Hunan/Szechuan regional style cooking.

Charlie’s research revealed that the average income in this area was
quite high. He also learned that there were four other Chinese restaurants in
downtown Amherst. Chinese restaurants also existed in Hadley, which was five
miles away, and in Northampton, which was nine miles away. He considered
that only Panda East in Amherst would be his immediate, primary competitor.
From observing Panda East’s operation, Charlie was quite encouraged.

People in the area seemed to love Chinese food. He was surprised to
learn that Amherst Chinese Food, a family-owned, family-operated restau-
rant, whose owner had never received proper training in the restaurant busi-
ness and who knew little about restaurant operations, had been successful
in this little town for 15 years. The future really looked promising!

With his 10 years of experience, his advantages in location, plus the
acquisition of a chef who used to work at Panda East, Charlie firmly believed
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that his “empire” would conquer this town easily. Because Panda East had
been very successful, Charlie designed his menu after the menu of
Panda East.

The restaurant was small, but comfortable. It had one dining room
with a seating capacity of 70. There were eight booths lining the walls. In
the center were some square tables seating four or two. Both walls were dec-
orated with glass which made the restaurant look more spacious.

Competition
Panda East
In downtown Northampton, a Chinese restaurant named Panda Garden had
been operating successfully for a number of years. It featured four main re-
gional styles of Chinese cuisine: Hunan/Szechuan, Beijing (Mandarin),
Shanghai, and Cantonese. Many customers from the Amherst area had asked
the manager to open another Panda restaurant in downtown Amherst. He
opened Panda East in 1996 with two spacious dining rooms seating 130 peo-
ple. Successful, as it had been in Northampton, the restaurant drew much of
the local Chinese food business to its premises.

Amherst Chinese Food
Located on Main Street, not far away from Empire Szechuan, was Amherst
Chinese Food. After getting his doctoral degree in plant science at the
University of Massachusetts, Mr. Chang, the owner, opened the restaurant in
1990 with the idea of making enough money to buy a farm. His mission
statement was clear: “To offer healthy, fresh Chinese food to the commu-
nity.” He further stated, “We welcome everyone here to be comfortable
whether in jeans or tuxedo.” His farm supplied all the vegetables needed,
and local people perceived this restaurant as one that served healthy (no
MSG), fresh family-style food. The seating capacity was 130. This restaurant
enjoyed a substantial repeat business, and its sales volume had increased
despite the opening of Panda East and Empire Szechuan.

Hunan Garden
Hunan Garden was located on Route 9, about a mile east of Amherst. As its
name indicated, it served mainly Hunan/Szechuan style food. This restaurant
had been acquired by the Ngs family in 1995 and had been quite successful
until the arrival of Panda East and Empire Szechuan. Because of this stiff com-
petition, it was promoted heavily among college students who had been cho-
sen as its target market. It ran frequent student specials, issued coupons, and
served a buffet at a tempting price of $9.95 from Monday through Thursday.

Kim Toy Chinese Foods
Kim Toy was the oldest Chinese restaurant in the area and had opened in
1986. It was owned and run by an elderly couple. The restaurant had only
20 seats and opened only from 4:00 P.M. to 8:30 P.M. As there was not much
business, the owners handled cooking, serving, and washing dishes them-
selves and employed no other staff.
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Other Problems
Business for Empire Szechuan had never stabilized, but only went down
shortly after opening. One disadvantage was that the restaurant did not
have a liquor license. Charlie believed that if he got this license, business
would increase greatly, but licenses were scarce and one had to “know some-
one.” Customers could, however, buy beverages at a package store around
the corner and bring them in to drink at no additional charge. Another dis-
advantage was that the restaurant was too small. This discouraged parties
of more than six people.

Most guests who came and tried the new restaurant did not return.
Except for the previously stated two disadvantages, Charlie Gao had no fur-
ther explanations for his declining business. In fact, he believed that the
food prepared in his restaurant was finer than that served in Panda East. One
example of this was Ginger Chicken from the old menu of Empire Szechuan
in New York. According to the standard recipe, the main ingredient for this
dish, chicken, should be sliced from the breast, and Empire Szechuan pre-
pared this dish accordingly. At Panda East they used ordinary chicken slices.

Charlie admitted that his portions were not as large as those served
at Panda East, although the price range was the same. In Charlie Gao’s view,
if customers sought real, fine Chinese cuisine, they would not care about
this little difference.

Repositioning
Charlie Gao decided that he would not be successful just by copying what Panda
East was doing. He decided to reposition his product. First, he redesigned the
menu. He decided to bring what had been successful in New York City, Empire
Szechuan style, to this little town. On his new menu, he especially stated:
Empire Szechuan, New York Style. To differentiate from the other Chinese
restaurants, Charlie designed a Special Diet Menu that included no salt, sugar,
corn starch, or MSG.

Charlie also tried to improve the product from the service aspect.
He had all experienced waiters, asked for feedback from customers, and em-
bellished his product. Beside serving tea and ice water, as most Chinese

restaurants did and as most customers expected, Charlie also offered crispy
noodles while customers were waiting for their order. As a lunch special,
beside serving free rice and free soup, as Panda East and other Chinese
restaurants did, Empire Szechuan attached two free egg rolls to the lunch
package and kept the price the same. To attract even more business, Charlie
also planned to convert the basement into a banquet room. Empire
Szechuan also had seasonal specials and chef’s specials that were not on
the regular menu.

The recovery was slow in coming. Overhead exceeded revenue. At
this point, beside the lack of a liquor license and the restaurant not being
large enough, Charlie concluded that another reason for his slipping busi-
ness was that it was very hard to change customers’ habits. He believed that
once customers chose a place to dine, they would stick to it unless they were
not satisfied.

Advertising and Promotion
Prior to opening, and at the beginning of its operation, Charlie set a pro-
motion budget of $6,000 a month and promoted heavily in the Daily
Hampshire Gazette, Amherst Bulletin, Daily Collegian, and other local news-
papers, trying to create awareness. After two months, the budget was cut
to $3,000 per month, and then to $500 per month. Currently, after only a
half a year of operation, Charlie hardly did any promotion except for de-
livering menus to some supermarkets. He considered that awareness had
been created.

Conclusion
How, Charlie thought, was he going to rejuvenate the business? How could
he boost the volume again? What was the best strategy for this restaurant,
which had only been open for six months? Charlie Gao stepped out of the
door. It was a bit chilly. It was spring now. Summer was coming. When sum-
mer came, this town, with its population largely made up of students, would
be empty and quiet. If he did not do something soon, he could foresee that
his business would go nowhere but down and down, worse and worse.
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