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Every small business is unique. Therefore, it’s essential to have tools that are customizable depending on your business’s needs. That’s why Entrepreneur is offering you access to our Startup Resource Kit. Get instant access to thousands of business letters, sales letters, sample documents and more – all at your fingertips!


Accessing Entrepreneur’s Free Startup Resource Kit is easy.



Simply visit: www.entrepreneur.com/guideoffer



and download to any windows or mac computer



You’ll find the following:

The Small Business Legal Toolkit

When your business dreams go from idea to reality, you’re suddenly faced with laws and regulations governing nearly every move you make. Learn how to stay in compliance and protect your business from legal action. In this essential toolkit, you’ll get answers to the “how do I get started?” questions every business owner faces along with a thorough understanding of the legal and tax requirements of your business.

Sample Business Letters

1000+ customizable business letters covering each type of written business communication you’re likely to encounter as you communicate with customers, suppliers, employees, and others. Plus a complete guide to business communication that covers every question you may have about developing your own business communication style.

Sample Sales Letters

The experts at Entrepreneur have compliled more than 1000 of the most effective sales letters covering introductions, prospecting, setting up appointments, cover letters, proposal letters, the all-important follow-up letter and letters covering all aspects of sales operations to help you make the sale, generate new customers and huge profits.
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Preface


If you’re reading this, you’re most likely interested in starting a vending business or at least finding out more about what owning one would be like. Either way, we know from experience just what you need.

You need information, but not written in a manner that causes you to nod off. You need facts, the ones that’ll get you up and running. You need advice, but only the best and most relevant. And you need reassurance that the leap you’re about to take is more than just one of faith.

So let’s start with that last bit first. Indeed, you’re repeatedly going to hear how much work owning a business is and how difficult it is to be successful. However, this country was founded on the principle of controlling one’s own destiny and being one’s own boss. While some folks focus on the negative, we’d like to stress the positive: Owning a business is a tradition in this country, and you can be proud to be a part of it.

As for the rest of what you need, we’ve sifted through literally piles of information and spent hours talking to successful entrepreneurs and industry experts. Many of the messages we heard were repeated over and over by people who don’t even know each other. We’ve taken all that data and distilled it into a solid source of information for you.

In addition, you’ll find in the Glossary all the lingo you’ll need to speak like a pro as well as contact information in the Appendix for everyone we spoke to. If there’s one common theme we heard again and again, it’s to call on those with experience—they’ll be happy to help answer your questions and give you additional advice.

One problem with this book is that it suffers the limitation of any two-dimensional resource. The written word requires taking a very nonlinear world and putting it into a linear format. While we’ve put lots of thought into organizing the flow of topics in a logical fashion, reading each page in sequence may not work for you.

Instead, we encourage you to jump around as much as you like, seeking out related information when you’re ready to learn it. We’d even encourage you to flip first to Chapter 16 for some of the most valuable advice you’ll find between these covers.

After you’re finished with the last chapter, consider skipping next to Chapter 2, where you’ll learn whether vending is the glamorous affair you’ve always imagined or perhaps not quite for you. Then, if you’re still with us, start in again from the beginning and work your way through.

No matter how you use this book—whether you read it cover to cover or simply refer to it as questions arise—we know it’ll serve you well as you embark on what’s sure to be one of the most exhilarating experiences of your life: being your own boss.

Finally, we’d like to tell you upfront that the business owners and experts we interviewed gave most generously of time, energy, and resources. They also provided this book’s sample forms, documents, worksheets, etc., which you’re sure to find invaluable for adapting to your own business needs. It’s to them that we owe our most sincere gratitude for making this guide possible.

So sit back, get comfortable, and let your journey begin.
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Introduction


Before investing time, energy, money, and, most important, yourself in any business, it’s just plain good sense to know something about what you’re getting into. History, current issues, and future trends all impact the steps you take toward becoming a successful entrepreneur.
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In the case of this book, it’s also important to know who’s giving you the advice. Do they have similar backgrounds? Are they from towns that are similar to yours? How do their businesses compare to the one you’re planning to start?

The more you know, the more likely you are to prosper. So without further ado, let’s answer the questions we’ve already asked as well as a few more.




What Are We Talking About? 

If you visit your dictionary (we used American Heritage), you’ll likely discover the definition of “vending machine” is “A coin-operated machine that dispenses merchandise.” Of course, if you’ve purchased food, beverages, or sundries from a vending machine lately, you know that paper money and even plastic are used for purchases.

Perhaps a more thorough description of vending is the one suggested by the National Automatic Merchandising Association (NAMA) in its booklet Vending 101: “The business of buying, placing on location, filling with product, removing cash, and maintaining vending equipment.”

Just like boiling down the theory of gravity to “What goes up must come down,” the day-to-day realities of a successful vending operation are also a bit more complicated. But NAMA’s definition is an excellent place to start.


Where It All Began 

According to A Concise History of Vending, written by respected professor, prolific author, and NAMA president emeritus G. Richard Schreiber, the earliest known vending machine was an Egyptian liquid-distribution device dating from 215 B.C. Not surprisingly, the device dispensed holy water at places of worship when a coin was deposited.

In the United States, it is generally accepted that vending began in 1888, when the Adams Gum company introduced its penny machines. From this humble beginning, vending has grown to an industry with annual gross sales estimated between $24 billion and $34 billion.


Current State of Affairs 

For years and years, food-related vending enjoyed unbridled growth as factories and offices sprang up across North America. Even today, food remains the largest vending segment at about 93 percent of the industry, according to the trade news journal Vending Times.


According to Vending Times editor-in-chief, Tim Stanford, the vending industry today is in a bit of a quandary. “At the moment, vending is in somewhat of a decline and yet the demand for vending has never been greater. It’s not that vending is selling less products, it’s that the big accounts are harder to find,” explains Stanford, who believes that you can still do very well in the business, but that you need to understand the business thoroughly before jumping in.

“The problem is that the demand is exercised by smaller businesses because the old 1,500-man factories are fewer and fewer. Many companies have downsized, so we don’t have 120 employees at one office anymore. Instead you have maybe 60 people. They still want vending machines, but the location is not as attractive as it once was,” adds Stanford.


Vending Adage


In some ways the vending business is similar to the old saying “You can give a man a fish and feed him for a day or you can teach a man to fish and he can feed himself for a lifetime.” In vending, you can give someone a location, or you can teach them how to find locations, so that they will be able to run their business successfully.




The result, because of a combination of downsizing, telecommuting, and increasing satellite offices, is that the vending operator needs to place more machines in various locations to compensate for the smaller number of employees in one location. The demand is still there, it’s simply more fragmented. The problem for the vending operator is that more machines and a larger route mean more time and money expended to make the same money that the old-time operators could make from a handful of very large locations.

Some of this problem, however, can be alleviated by planning differently from how the old-time operators worked. For some this may mean more smaller-sized machines and the use of software technology to allow the machine itself to communicate when it is running low on product. According to Stanford there are very experienced people in the industry from whom newcomers can (and should) learn a lot before starting out. However, there is nobody that can provide a foolproof method. You will need to create your own system and establish your own routes.

One of the keys to building a business today (in any industry) is understanding the wide diversity of tastes and product possibilities that the consumer has come to expect. There are probably 20 different types of soda under the Coca-Cola brand on the market today. Instead of simply buying orange juice, you’ll find frozen, small containers, quarts, bottles, “pulp,” “no pulp,” and various combinations of orange and another juice. The point is that consumers, being faced with such a range of products, are particular in their selections. Therefore, you will need to embrace the various possibilities and determine what will work best in your demographic market and where you can sell specific products. Not unlike a detective solving a crime, the successful vending operator today is skillful at putting all of the components together to answer the questions:
1. What do I sell?



and
2. Where do I sell it?





To make things more interesting, and provide the vending operator with more options to fit these smaller but still vending-conscious businesses, a variety of different-sized machines have appeared in recent years along with new products suited for vending machines ranging from frozen pizzas to digital cameras.

Although consumers in countries like Japan buy an ever-expanding array of vended products, vending is generally considered to be a “mature” industry in the United States. Unlike the youthful technology industry, where innovation makes millionaires overnight, today’s   keys to vending success are controlling costs, strategizing, aggressive marketing, exceptional management, and a lot of plain hard work.
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Fun Fact

According to Vending Times’ annual census of the industry, vending dollar volume increased a little each year to climb steadily from 40 billion in 2001 to 46 billion in 2005 (up from 29 billion dollars in 1995).




Hazards to Navigate 

In addition to hurdles posed by tangible economic forces, vending continues to combat negative perceptions. Another NAMA-commissioned report, “Management Report: What Consumers Think of Vending,” by Tech-monic Inc., explored consumer attitudes toward vending.

Of those who do purchase from vending machines (instead of from some other source), only 1 percent identify “high quality” as the motivator and only 16 percent name “good value.” On the other hand, almost 64 percent report being a captive audience—they purchase from vending machines because there is no other alternative.

Also, nearly 20 percent of those surveyed believe most vending machines are unreliable, and more than 70 percent believe it’s difficult to get a refund if something goes wrong.

While the underlying causes of these findings were beyond the scope of the report, explanations are easy to come by. Automatic Merchandiser (a monthly trade magazine), Vending Times, and industry watchers in general agree that vending businesses themselves are typically the source of the problem. During vending’s heyday of growth and prosperity, attending to customer satisfaction was irrelevant to making a profit. Today, customer service is a must, and there are still some vending operators who do things as they have been doing them for years. When it comes to changing with the times and perhaps exploring new innovations, Tim Stanford sums it up well. “You’ll hear the phrase ‘that’s not the business we’re in’ by some of the veterans,” says Stanford, of those who remain set in their ways.

Another factor contributing to consumers’ negative image of vending will be discussed in more detail in Chapter 3. To summarize briefly, scams in vending are so prevalent that hundreds, if not thousands, of innocent individuals are sold vending machines every year under false but convincing pretenses. Often, the victims of such schemes, called “Blue Sky schemes,” place machines at various locations, slowly go bankrupt, and then simply abandon the equipment, leaving consumers frustrated and without recourse.


Back to the Future 

Before you close this book and give up your dream in despair, we want you to know the picture isn’t entirely black. The Hudson Report shows that various technological, economic, demographic, and other forces are opening doors to new ways of doing business and new markets to explore.


Vending Satisfaction
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Source: Automatic Merchandiser




For example, cell phones and pagers reduce vending businesses’ overhead by decreasing the need for secretarial support. Laptops, notebooks, and wireless handheld devices like BlackBerries allow for inputting information directly at the site with the latest in software, rather than scribbling down machine data and crunching numbers later by hand.

Demographically, the newest consumers, Generations X and Y, have been profoundly affected by technology and the increasingly fast pace of the world around them. They are becoming more self-reliant at a younger age than their parents, and often start making their own purchasing decisions early in life. Students are juggling classes, workloads, and extracurricular activities. The idea of buying an item without waiting on line is more and more appealing. In business and industries, many companies have gone from 35 to 40 hours up to 45 to 55 hours, creating the need for quick, easily accessible food. In most businesses today, time is of the essence so vending machines are welcomed for that quick snack or cup of coffee.

As the world gets faster and more technologically oriented the need for vending machines increases.


What Does It All Mean? 

Admittedly, the swiftly changing landscape is making the process of doing business particularly difficult for established vending organizations that are accustomed to doing everything “the old way.” In addition to the Hudson report, articles in Automatic Merchandiser, reports in Vending Times, and statements by organizations like NAMA repeatedly admonish vending companies to pay more attention to merchandising, customer service, computerization, and related efficiencies.

In other words, just filling machines, and being on your way, isn’t good enough anymore.

For entrepreneurs like you, the current and future trends of the industry offer as many opportunities as roadblocks. Unfettered by “the way we’ve always done it,” you can turn the challenges of the rapidly changing marketplace to your advantage faster than can an established organization, where old habits often die hard.


Our Focus 

To help you become a successful operator, this book draws on the insights of entrepreneurs who took advantage of opportunities by entering relatively new vending fields or embracing the forces of innovation and change. It also provides insights from those who watched countless wanna-bes and savvy survivors.

Because consumable products dominate the profit potential in the vending industry and offer you the best opportunities, we’ll focus on this segment. We’ll also introduce  you to issues faced by entrepreneurs who identify an unexplored vending market and strike off to conquer the unknown.


Other Opportunities 

What’s not specifically addressed here is amusement vending—arcade games, jukeboxes, etc.—and street vending. Bulk vending—stickers, toys, and gumballs—and office coffee service (OCS) are also underrepresented.

In the case of amusement and street vending, many of the basics of vending consumables apply. Even more information will apply to bulk vending and OCS, but their segments also face issues beyond the scope of this work.

For those interested in the foregoing, we recommend using this business guide to acquaint yourself with the fundamentals and as a valuable source for worksheets and checklists. In addition, you will find references to more specific assistance listed in the Appendix.


Meet Our Operators 

Vending business owners most often refer to themselves as “operators,” a term we’ve wholeheartedly adopted. We’ll supply you with all the jargon you’ll need to navigate the industry in the next chapter and our Glossary, but for now, we’d like to introduce you to the voices you’ll hear throughout this book.

Wayne D. of Burnsville, Minnesota, a suburb of Minneapolis, is our most veteran entrepreneur. He started his business part time in 1978 while still working as a full-time cigarette vending sales representative for the tobacco company R.J. Reynolds. “I was nearing 40 and knew I wasn’t going to be retiring with Reynolds,” says Wayne.

Wayne chose vending because his Reynolds job gave him a bird’s-eye view of what worked and what didn’t. “I had a distinct advantage because I saw how two or three hundred companies operated,” he explains. “So my wife and I started our company with 14 candy, snack, and cigarette machines in five different locations.” Five years and a number of smaller acquisitions later, Wayne purchased a larger operation and traded his Reynolds position for working in vending full time.
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Fun Fact

According to the United States Department of Labor, most individuals working in the vending business learn their skills on the job. New workers are trained informally on the job to fill and fix machines by observing, working with, and receiving instruction from those with experience.



Janice M. of Baltimore, Maryland, represents entrepreneurship in its truest sense. “In May of 1995, I had a job interview at 8:30 A.M.,” says the 30-ish single African-American mother of three. “After dropping off my children, I arrived for the interview at 12 minutes after 8:00, and I suddenly noticed I had a hole the size of Seattle in my pantyhose.”


Market Share of Vended Products






	Packaged cold beverages*
	51.0%



	Snacks, confections, pastries
	21.7%



	Hot drinks
	9.6%



	Vended foods (includes refrigerated/frozen)
	7.1%



	Cold drinks (cups)
	2.1%



	Ice cream
	2.0%



	Cigarettes and cigars
	1.9%



	Milk
	1.8%



	Bulk vending
	0.9%



	All other
	1.9%



	
Total 
	
100.0% 


	*Juice is also sold through other beverage vendors, such as canned soda or bottled drink machines.





Source: Vending Times’ 2005 Census of the Industry






Although the receptionist directed her to the company canteen, by the time she found the hosiery, selected between beige, gray, or black, negotiated the checkout counter, and returned to the waiting area, time had run out. “I was told I didn’t have time to put them on,” Janice recalls. “Well, this was my first real corporate job and I wanted to make a good impression, so I didn’t want to be late.”

Janice figures her boss must have noticed the gaping crevasse, but he never uttered a word and offered her the administrative assistant position anyway. For the next year she revisited the incident several times. “I remember I just kept thinking about it—I don’t know why. But I kept thinking it would have been really great if there had been a machine in the bathroom so I didn’t have to go running around.”

While she worked as an administrative assistant, Janice ran an event-planning business on the side and enrolled in a business training class offered by a local economic development organization: Women Entrepreneurs of Baltimore. She mentioned the idea to a fellow classmate, and he suggested she go to the library and research the subject in Vending Times.
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Fun Fact

As of the end of 2005, there were 511,000 offices and office complexes, 482,000 public locations, and 157,000 plants and factories served by vending operators. Statistics courtesy of the Vending Times 2006 Census of the Industry.




“Vending Times didn’t have anything listed that was solely pantyhose [although, according to editor Tim Stanford, he recalls some pantyhose vending attempts as far back as 30 years ago], so I called vending companies to see if anyone had heard of it,” Janice recollects. But no one had. So Janice decided to give the idea a go, and by midsummer 1996, her business was born.

Because she’s not only pitching vending but trying a fairly new and innovative concept, pantyhose dispensing, Janice still works in the corporate world part time. But she remains optimistic and focused on her dream of someday making her business full time and even franchising her patented idea. “I just want to make a lasting impression for years to come,” she asserts, “so that my children can grow up and say, ‘This is something Mommy did, and we can do it, too.’”

Becky P. of Northridge, California, launched into vending full time in 1984 when she and her husband “became partners in life.” Although he brought 30 years of vending experience to their union, he’d left vending when some family members suggested he become an investor in one of their projects.

“So it really was like we were starting from scratch,” says the former human resources manager, who also counts restaurant and fast-food work as part of her background. “But I had three jobs when we met, so he knew I was perfect for this industry because I was already putting in 100 hours per week.”

While most food vendors begin with snacks and sodas, Becky P. and her husband formed their Southern California operation as a full-line service. This means they bucked conventional wisdom and offered fresh refrigerated food from the start.

“If you go into cold food with a defeatist attitude, you will be defeated,” Becky stresses. Full-line vending is for people who appreciate good food and fine dining. “Don’t go into cold food if you’re not willing to work it like a restaurant. If you want to work six hours a day or five days a week, forget it.”

B.J. S. of Hendersonville, Tennessee, a Nashville suburb, got into vending after owning a construction company in Spain. A native of Sweden, he met his American wife while at school in the United States. The pair lived abroad until 1995, when they moved back to be near her aging parents.
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Fun Fact

The National Association of Hosiery Manufacturers places the retail pantyhose industry at $2.8 billion, representing over 1.3 billion pairs of pantyhose, tights, and opaques. No statistics are available for vending’s share of the market.



For B.J., owning a vending company was a happenstance. “My father-in-law started the business, and he wanted to retire. I was looking for something to do, so I bought the business from him in July of 1995.”

When he took over the business, gross sales just grazed a million per year. Trucks and equipment were antiquated and all the accounting was done by hand. “We bought a lot of trucks,” he recalls. “The average age of  the fleet was ten years old. We bought ten vehicles in three years, which we financed at a cost of a quarter-million dollars.”

Since then, B.J. has tested all the latest technology, beefed up his employee base, and expanded service to cover all five surrounding counties. Gross sales today top $3.5 million.


A Few More Experts 

To assist with big-picture issues, you’ll also hear from four experts, all with years of experience helping start-up entrepreneurs just like you.

Donald C. Blotner, president of DCB Consulting in Eagan, Minnesota, has been providing management and consulting services to the vending industry since 1985.   His experience includes over 20 years of employment for independently owned vending operations. Prior to founding his consulting firm, Blotner served as the operations manager for a Wisconsin vending business that boasted $3.5 million in annual sales. His responsibilities included redesigning and redefining the roles of key personnel to adapt to changing company and customer needs. Blotner donates considerable time and other resources to assisting new and established operators through NAMA. He presents educational seminars, writes articles for publications, and mentors and volunteers in numerous other capacities.


I’ll Buy That


The vending industry breaks down into seven distinct segments. To help you keep score, here are the terms you’ll encounter and what each one means.1. 4C’s: an abbreviation that stands for the basics of vending as it evolved (coffee, cup soda, candy, and cigarettes). Today, this segment is most often referred to as “snacks and soda.”

2. Full line: the incorporation of fresh refrigerated items, such as sandwiches and frozen foods, to operators’ offerings.

3. OCS: the commonly used abbreviation for office coffee service, where operators provide equipment and “kits” containing coffee and related items such as sweeteners, creamers, stir sticks, etc. Full-line vending operators often migrate into OCS and vice versa to meet the needs of their clients.

4. Specialty: refers to a particular line of products, such as French fries, pizza, or pantyhose, among many others.

5. Bulk: the vending of gumballs, toys, stickers, novelties, etc., in loose form. Crossover between full-line and bulk operators in both directions is common but not as frequent as the full-line–OCS connection.

6. Amusements or music/game: began on the jukebox/pool table side of the business but now includes music machines, video, and arcade games of all sorts. This is another area of crossover with full line, but most often in the form of a separate operation within a larger company due to the specific needs of this market.

7. Street: most often used to describe mobile operations located in public areas, such as sidewalks and shopping malls. Street vending is generally viewed as a subset or a combination of specialty, full-line, and amusement vending.





Beverly Bowers, owner and president of Blue Moose Locators in Cincinnati, Ohio, entered the world of vending the hard way, buying a vending machine package from a Blue Skies company. “I spent about three times what the equipment was worth but I got lucky and found good locations on my own and could see the possibilities as far as the business so what I started doing was finding good locations for a couple of companies and they would give me equipment in return.”

Soon, Bowers established herself as a full-line operator based in Cincinnati. “We had some large accounts like the GE Airlines Factory over in Kentucky, we had prisons, we sold cold food, coffee, lots of items, and it grew steadily. We ended up having a work force of about 23 employees and did very well for 18 years,” says Bowers, who made something out of less than nothing, starting out in the wrong direction. “We had 450 machines out there in location and 200 more machines in the warehouse for sale or to be refurbished. Local vendors or vendors from other areas bought from us. We were a very big part of the local vending community,” adds Bowers.

She sold the business about two years ago and retired. However, retirement was not exactly stimulating for someone who was out and about as a local leader in the industry for nearly two decades. So, with numerous contacts, an established knack for finding good locations, and a desire to stay in the business and help newcomers, Bowers opened a new, smaller business called Blue Moose Locators, which she enjoys running today.

Vince Gumma is co-owner of American Vending Sales Inc. (AVS) in Chicago. Established in 1971, AVS distributes vending machines, jukeboxes, video games, and pinball and redemption games as well as maintaining an inventory of tens of thousands of parts. Gumma joined AVS in 1986 after working in the printing ink industry and currently serves as an officer in the Illinois Automatic Merchandising Council (IAMC), a state affiliate of NAMA. He plays an active role in efforts to improve the image of the industry both by assisting with NAMA publicity efforts and helping start-ups understand the realities of owning a vending business. He has received numerous awards from the IAMC and, most recently, the NAMA Chairman’s Award for his participation in helping the Illinois vending industry achieve favorable sales tax legislation.

John Ochi is vice president of Five Star Distributors Inc. in Vernon Hills, Illinois. Headquartered in suburban Chicago, the consumables distributor also maintains a location in Atlanta and was purchased by its current owners in 1975. In addition to delivering products, Five Star permits small operators to access its extensive line on a cash-and-carry basis. Ochi began as a warehouse worker in the vending distribution industry in 1974. He came up through the ranks, joining Five Star as partner and vice president in 1994. Serving as a member of vending’s front lines from the fast-growth 1970s through the consolidations of the 1990s exposed Ochi to every aspect of the industry. His efforts to improve the industry recently earned Ochi Automatic Merchandising’s Distributor of the Year award.
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Smart Tip

To locate industry experts willing to provide you with assistance and advice, contact the National Automatic Merchandising Association or the industry organization for your vending specialty.



Jim Patterson is principal of Patterson Co. Inc. in Kenilworth, Illinois. The 60-year-old product brokerage firm serves the upper Midwest from its Chicago-area headquarters and is dedicated to matching the right product with the right vending operation. A third-generation member of the family business, Patterson came to the company after finishing college in 1980. Like all our experts, Patterson has experienced both runaway prosperity and the more recent lean years. He brings an affinity for technology as well as an eye for customer service to his active involvement in the improvement of the vending industry, and he was recently awarded Automatic Merchandising’s Broker of the Year.


Ready, Set, Go 

Because no human activity exists in a vacuum, those who prosper in the sharkinfested waters we call “The American Way” know it’s vital to get out of the trenches and look at the big picture. By arming yourself with the knowledge in this chapter, you, too, have taken an important step toward running a successful business.

Now that you’ve surveyed the landscape, it’s time to learn what you really want to know: How do I start and run a coin-op vending business? To find out, all you have to do is turn the page.
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A Day in the Life



Now that you’ve gotten your feet wet, let’s talk about what life as a vending business owner is all about. In this chapter we provide a look at what a typical day in the vending business may entail. Throughout the book, we will discuss many of the aspects of the business in greater detail, including the selection of products and equipment. However, it’s always nice to see  what the job will be like on a daily basis prior to jumping into all of the “behind the scenes” details.
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First of all, you will get wet feet. And cold feet. And even sweaty feet. This is part of the beauty of vending—every day you spend time outdoors, getting a healthy dose of fresh air and sunshine year-round as you go from place to place.

Of course, this is the business as it starts out for those entering the vending field as well as for many who have chosen to maintain a hands-on business. If you become a major player in the industry, you may find yourself behind a desk most of the time, with other people handling the duties outside the office. It’s not a matter of “moving up” but a matter of how you choose to run your business. Many vending operators are successful with just a couple of people handling everything themselves, while others are run with many employees.




Rise and Shine 

Vending is a flexible business when it comes to daily routine. Many operators run part-time businesses, filling or “servicing” machines during the evenings or on weekends.

However, if you want to earn a full-time income, traffic becomes a make-or-break proposition. While travel time and distance are important factors to any operator’s success, full-timers must adjust their schedules to take advantage of off-peak hours.

In addition, your type of operation will play a part. If you go into cold food, you’ll be up before the crack of dawn. “We get up between 3:00 and 4:00 in the morning,” says Northridge, California, full-line operator Becky P., “because we need to be finished servicing machines by 11:30 A.M. for the lunch break.”


Making a List 

Not surprisingly, your first task of the day is taking stock. Grab your route cards (machine inventory record sheets—more on this in Chapter 13) and head for your vehicle. Your route cards provide inventory information to help you determine where to go first and how to set up your day. Then check what you have and decide what you need so you can pull the inventory from storage.

Depending on your type of vending, organize items by location for quick transport from your wheels to your machines. Remember, walking back and forth between your vehicle and your machines is as much wasted time as idling in traffic.

Now load your vehicle, grab your cell phone, and, if you are using a laptop, grab that and head out.


At a Vendor 

Unless you’re Jesse “The Body” Ventura, or your inventory is small and light, plan to make at least a couple of trips from vehicle to machine. If you vend them, cold and frozen items go first to minimize the minutes they’re not on ice. Pull cold items from the chiller and put them in a cooler. Load your dolly appropriately and head to where your machines await.

When you walk into the break room or wherever your machines are located, first survey the scene. “A footprint on a machine or one that’s been pushed back or rocked isn’t the sign of a jerk,” says Becky P. “It means you should check the coin mechanism and bill changer to see if they’re working, and look around for a jam, such as a soda that’s hanging up.”

Even in the absence of foul play, test the coin and bill mechanisms. Then check and refill the money as needed to ensure your customers get the proper change. If you haven’t already done so, remove the footprint and wipe down the front of the machine. As necessary, clean inside as well.

Ready to load? Not yet! Before you put anything in, unless you have software telling you in advance the amount of product purchased/left in the machine, you’ll want to write, or enter onto your laptop, what has been purchased. That’s what route cards are all about. Along with telling you where to head on your route, you need to list the data as you go. (Route cards are also called delivery receipts. See Chapter 13 for an example.) Pay attention to what’s hot and what’s not. Make notes as necessary to help remind yourself later, when you’re back at the office.


[image: 010]

Bright Idea

If you are using a laptop or any handheld computer, make sure to carry an extra battery pack. Also, remember to back up all data onto your PC when you return to your office.



OK, now load the machine, and move on to the next one.


Customers Count 

Whenever you encounter another person, greet him or her with a smile and a cheery hello. Often, this may occur even before you check your machines.

“I always make the initiative to greet people,” asserts Becky P. “The conversation may just be general—how are you, how’s the family, the kids, how’s work.”

While you’re servicing, you’ll doubtless get special requests. Do everything you possibly can to honor those requests, says Becky. “Right then and there, you’ve taken a cold inanimate machine and given it a personality,” says Becky. “They’re going to think of your smiling face when they make that purchase the next time.”

And you must honor complaints. “It’s very important to listen,” she continues. “There have been tons of articles written on this—as long as [the complainer] knows you will handle and respond to a complaint or a problem right away, 98 percent of them will be satisfied and come back. If you blow them off, you’ve lost that customer.”

Upon leaving the room, Becky and her employees also thank everyone who’s present. This goes a long way toward building customer loyalty.


Courtesy Calls 

Before you move on, pay a visit to the decision maker and perform a ritual similar to the one in the break room. In addition to general inquiries about the person and their family, show an interest in their business situation and build a rapport with the people in charge and their support staff.


Trouble Calls 

Once you have finished with the machines and humans at your first location, you are off to your next stops. Invariably your cell phone will ring, your pager will buzz, or you will call into your answering machine and find trouble at the other end of the line.

Finessing trouble calls puts your customer-service, time-management, and problem-solving skills to the test. Each call requires balancing client expectations, revenue loss potential, and the impact on the rest of the route. Whatever you decide, you’ll follow up by giving the client your best estimate of when you’ll get to the scene of the crime. This is one situation where even the staunch old-timers are beginning to acknowledge the benefit of the latest in computer technology, in which machines can  indicate electronically (via software) that something is about to go wrong mechanically. Such advance warning allows you to schedule a stop along your route.

When you do arrive at the offending machine, you may find the problem goes beyond a stuck coin. Here’s where the quality of your machine manufacturer and distributor comes into play. The better manufacturers offer telephone technical assistance and can navigate you safely through the emergency. If you need a part, a good distributor will quickly have one on its way.


Sales Stops 

In between serving machines and fixing jams, you’ll also make courtesy calls. Unlike businesses that attract clients through advertising, vending success depends on developing relationships. It also depends on keeping the faith, no matter how long it takes.


Who’s Who


Every industry has its chain of command and specialized terms to describe the players. To help demystify the vending industry, here’s a brief who’s who.


❍ Broker: another term for “independent sales representative.” Brokers represent manufacturers that are too small or choose not to maintain their own internal sales forces. Although they don’t actually sell you products, they’re an important source of information and leads for purchasing products at competitive prices.

❍ Distributor: companies that sell equipment and consumables directly to operators. Distributors carry the products of a wide variety of manufacturers.

❍ Manufacturer: a company that produces vending equipment or consumables. Some manufacturers sell to operators directly, but most sell through distributors.

❍ Operator: someone who owns and services vending machines. If you’re reading this book, you’re interested in becoming an operator. Sometimes the term vendor (see “Learning the Lingo,” later in this chapter) is used to mean operator, but in this book we keep the terms strictly separate.

❍ Purchasing cooperative: an association of operators, usually small businesses, that join together for purchasing purposes. By soliciting distributors as a group, cooperatives assure a certain annual volume and therefore command a lower price.





“Sales is like playing golf,” says Hendersonville, Tennessee, full-line operator B.J. S. “You just keep on doing it. I have one customer I [pitched my service to] for five years and he finally gave in. You have to be stubborn and not take ‘No’ for an answer. ‘No’ is for right now; tomorrow the person’s mind might change.”


Back at the Office 

When you finish your route and return to the office, your day is not done. The load of coins and wad of bills require counting, sorting, and logging in your bookkeeping system.

Sound boring? You would not be the first person to think so. “Don’t fall into the trap of thinking, ‘Oh, wow, look at all this money I have’ and going out and buying a Corvette,” says Becky P. “You have to be very, very disciplined in a cash business because, at the end of the month, you have your equipment loans, insurance payments, merchandise invoices, rent, gasoline bills, and sales taxes. Vending is a real business—you have to take care of your bookwork. You have to know where you are.”

After you’ve finished with your paperwork, your other chores include merchandising, marketing, ordering, and various other administrative duties.

For example, you may have noticed while on your route that tortilla chips are hot at Location A, but at Location B you can’t keep enough microwave popcorn in stock. In retail, proper merchandising translates directly to profits, so you take out your planograms (diagrams of where merchandise goes in your machines) for each location and figure out an arrangement that boosts space for the movers without impacting other strong sellers. You may study your data and realize a location is no longer profitable. Then you’ll need to make a plan: Do you pull out immediately or try some other strategies?
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Beware!

Never treat a customer’s complaint as minor league. “It’s not the two-dollar sandwich that you’ll lose,” Northridge, California, full-line operator Becky P. warns. “It’s the fact that they’re spending anywhere from one to six dollars a day. If you lose that day in and day out, five, six days a week, what does that add up to at the end of the year?”



When you’re through with merchandising, turn to marketing. Return inquiry calls and initiate some of your own.

A vending business is, in many ways, like running a store where each part of your store is in a different location. Therefore, you need to stay on top of your sales figures, your inventory, and your marketing. The advantage you have over a store owner is that you are not dependent on one location, but on several. If a store is doing poorly, they would have to pick up and relocate. For you, on the other hand, if one location is doing poorly, another may be doing great. You can find various high-traffic locations for your merchandise without having to relocate your entire business.


For Tomorrow 

For some types of products, your next step is packaging. “I buy hose in bulk and repackage it into small boxes,” says Baltimore pantyhose operator Janice M.

Food operators use this time to stock up. “Those who start out without much working capital literally make collections during the day and [use the funds] to buy   their product that night for the next day,” Becky P. notes. “If you’re big enough, or have space to warehouse products, then you can have things delivered and reload with items you have in stock.”


Learning the Lingo


You’ll find lots of vending lingo explained in the Glossary, but here are the bare-bones terms you need to know to navigate the industry like a pro.


❍ Client. The person or company who contracts with you to place vendors at their location.

❍ Customer. A person who makes purchases from a vending machine. Often, a customer is an employee at your client’s business.

❍ Planogram. A diagram of an individual vendor with a specific product assigned to each spiral. As vendor capacity grew (most machines now include 40 or more spirals), more sophisticated selection and placement of products (aka merchandising) became necessary for profitability, and the planogram was born.

❍ Route. The territory covered when servicing machines. The exact definition of this term is nonspecific. Sometimes it means the locations you visit in a given day. Sometimes it means the number of people who service locations for your company. For example, if you have 15 machines and you service 7 one day and 8 another, you’d have two routes. However, you’d also have two routes if you hired an employee and you serviced 50 machines a week and your employee serviced 15 machines a week.

❍ Servicing machines. The process of cleaning, maintaining, repairing, and, most important, filling vendors. In other words, servicing machines is what you do every day on a route.

❍ Spiral. The space allotted for a type of product in a food vendor. Because snack machines move products forward via a metal spiral mechanism, the term has been adopted to mean any individual offering—snack, sandwich, soda, etc. However, use of the term varies within the industry. For example, in a telecard machine, a spiral is called a bin.

❍ Vendor. The abbreviated term for “vending machine.” In the industry, vendor sometimes means operator, but in this book we keep the two terms strictly separate.
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Fun Fact

Today’s vending machines can phone home, transmitting inventory levels, sales figures, out-of-service information, and other data directly to a desktop PC. Of course, you need to buy machines that are compatible. Most modern vending machines over the past several years have been set up to work with the right plug-in equipment. They conform to the vending industry transfer status known as DEX. Ask before purchasing an older machine, whether or not it is able to transfer such data.




Dump Your Cash 

Always take deposits immediately to your financial institution. Sitting on cash is typically an invitation for a theft. Ask how the bank will accept your cash, which may need to be bundled a certain way, or in the case of coins, rolled. Establish a good rapport with your bank and use the ATM for deposits if you can’t make it to the bank before they close.


What’s My Take? 

What you make in vending depends on how many machines you service. “Income? It’s very hard to say,” says Vending Times editor-in-chief Tim Stanford. “You get the right locations and you can do well. It’s very local and personality-oriented business. Two things vending operators need to cultivate are the skills to scope out good locations and the ability to make a reasonable forecast regarding how much money they can make at a given location,” adds Stanford, who has seen guys who can look at the cars in the parking lot and determine why or why not a location will be good. Honing these skills and learning from the experience of others are two key ways to make a good living in vending.

“Vending’s like every other retail business—[on average] you have to work on volume,” says Becky P. Although all of our experts stressed that vending requires hard work for relatively small per-machine profits, they also emphasize that those who do it right are prosperous. If what we’ve said in these first two chapters leaves you cold, maybe it’s time to consider a different industry. On the other hand, perhaps you’re pumped because your skills fit the profile: People oriented, good with numbers, logistics, sales, and a hard (tenacious) worker.

If so, read on and we’ll tell you exactly what you need to know.
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Smart Tip

Small operators who do not employ an armored carrier service say they deter theft by taking cash to the bank at irregular times rather than the same time every day.




A Spoonful of Motivation


Although you’ll certainly bring a variety of skills to the table, there are a few personality traits you’ll want to having in your repertoire, which include being:
❍ Cash-wise. Because you receive cash immediately, rather than billing your customers and receiving payment later, attention to basic bookkeeping is a must. “If you can’t balance a checkbook, don’t get into this business,” stresses consumables distributor John Ochi of Five Star Distributors in Vernon Hills, Illinois. Maintaining a strong awareness of how much cash is coming in and what expenses you will need to set that cash aside for is a major factor in having a successful vending business.

❍ Organized. Gone are the days of servicing machines without a plan. Today, convenience stores, company cafes, and telecommuting all contribute to fierce competition for vending dollars. “Proper route structuring and merchandising are key,” emphasizes Donald Blotner of Eagan, Minnesota-based DCB Consulting. “You can’t just take on a location because it’s offered. You must take travel and sales potential into account. And you must monitor every location closely to ensure every spiral is turning over swiftly enough.”

❍ Gregarious. Vending may seem like the perfect occupation for an introvert—it’s all about inanimate objects and inanimate machines, right? Wrong! “Vending is relationship-based,” says Blotner. “Most of your business will come from referrals. Therefore, your customers, clients, and suppliers must think highly of your business.” Like most service industry businesses, vending means establishing and maintaining relationships.

❍ Self-motivated. Although the need for this trait practically goes without saying, the amount of literature on the topic belies its mystery. “People don’t realize how hard we work,” says Becky P. “Vending’s not much different than running a restaurant—it’s evenings, it’s holidays, it’s Saturdays and Sundays. You have to be passionate and you have to love it.” Self-motivation comes from keeping a goal to succeed in front of you and always telling yourself that you want to reach that goal, even when you’d prefer take the day off from your route. It takes tenacity for all business owners to maintain their focus and stay motivated.
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Start from Scratch or Buy a Business



Everything you need to build a vending operation from the ground up is right in front of you. But for whatever reason, you may be wondering if there’s a way to jump-start the process.

Indeed, there is. There are also hundreds of individuals who fall victim to vending business opportunity scams every year. To avoid being one of them, read this chapter, which presents some valuable dos and don’ts, then goes into the question of whether to start the business from scratch or buy an existing business.




One Operator’s Story 

So pervasive is the business opportunity scam in vending that the industry has its own term for the scam: Blue Sky. Although we learned much about Blue Skies from everyone we spoke to, the best way to tell you about them is through one operator’s story.

After a financially draining three-year recovery from a head-on collision, Pat W. of Preston, Washington, needed income. Her daughter, who lived in Virginia, heard an ad for selling telecards and called her mother with the idea. “It was 1994, and my daughter told me phone cards were big on the East Coast,” Pat recalls. “I did not even know what one was. She gave me the 800 number, and I called the company, which sold vending machines as well as phone cards.

“For about three or four months I talked to an awful lot of people,” she continues. “These were people who were referred to me by the company as people who were buying cards from them and had been successful. I also went out to stores around here to see who was and wasn’t handling phone cards, what they cost, and to see what kind of money the merchant was getting from suppliers.”

Because the industry was so new, Pat’s research turned up as many questions as answers. “I would go in to a merchant and ask, ‘Do you carry phone cards?’ and they’d say, ‘What are those?’ I’d talk to my friends and say, ‘What do you know about phone cards?’ and they’d say, ‘Never heard of ’em. What are they?’ ”

Undaunted, she continued her research. “I read all the info that was sent to me by this company. They’re located in Florida, and the state of Florida required a full disclosure booklet. I was used to reading the fine print, so I read the booklet. I was also looking for magazines that might be advertising for other phone card companies. But I could not find any.”

Eventually, Pat located a phone card distributor in her state. “He said, ‘I can give you a certain percentage discount if you buy $100,000 worth of cards.’ Well, I didn’t talk to him very long. I wasn’t in that class.

“And I was frightened—I didn’t have very much money after three years of no income,” she admits. “I had pretty well come on hard times and needed income pretty badly. But the results of that accident left me unable to stand behind a counter and unable to sit behind a desk. I was in bad shape.”

Finally, Pat took the plunge. “It cost $5,100 for the machine, cards, and location. The machine was not full of cards, it just had a certain number of cards that came with it, which was $1,000 retail. The location was in a gas station/deli within 30 miles of my home.”

Not long afterward she learned the truth. “Today the machines are worth about $1,400 brand new, with a base. The standard cost for a location is $300 in the industry. At that time, you could purchase $1,000 worth of cards for a 40 percent discount, which means they cost $600. So that’s $4,100 that you’re paying for a machine that costs something like $1,400. It was a real rip-off.” To make matters worse, the company wasn’t even a manufacturer, as Pat had been led to believe. “They never handled the machines. They just brokered them. They just called the manufacturer, and the machines were sent to the buyer.
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Beware!

Advertisements promising big bucks for part-time or minimal work are scam-alerts. Typically, in all business, if something appears too good to be true, it usually is a scam.



“Eventually, that company was prohibited from selling machines anymore because the whole thing was a scam,” she concludes. “The FCC stepped in and kept them from selling anymore, and the FBI walked in too. Finally, they went bankrupt.”


Whom Can You Trust? 

Fortunately, this tragic tale has a happy ending and, as you know, Pat went on to have success as an operator. But it does beg the question “Whom can you trust?”

The answer is many people. First of all, you should always check with the attorney general’s office both in the state where you are living as well as the state in which the company making the business offer is located. Then there’s the Federal Trade Commission and The National Fraud Information Center to call on for help and information. Next, turn to industry associations. For vending that’s NAMA, but there may be other helpful organizations. If industry associations haven’t heard of the company in question, be wary. Even if the company is not a member of the association, the organization probably knows about them if they’re legitimate.

Search the internet or visit a library and ask the librarian to help you search business databases to locate the outfit in question. If the business does not turn up or appears to be in a different business, that is a red flag. Also, contact references—if a business won’t provide you with the names or numbers of any satisfied clients, they may not have any.

You can also call the offices of industry publications Automatic Merchandiser and Vending Times. Both magazines produce annual listings of everyone in the business.

Finally, ask industry associations to put you in touch with veteran operators outside your area of competition. As we mentioned in the first chapter, many operators dabble in more than one vending category, and they’re a reservoir of information waiting to be tapped.


Reputable Opportunities


Although we’ve painted a scary picture, don’t reject the vending industry, a business opportunity, or a franchise out of hand. There are plenty of reputable companies to help you get started. Your job is separating the wheat from the chaff.

Fortunately, vending is a close-knit industry. While there are a lot of very small operators who don’t participate in associations like NAMA, most everyone who hires an employee gets into the loop. And because they’ve all been where you are, you’ll quickly find out how happy they are to lend newcomers a hand.

Even equipment distributors urge newcomers to call upfront. “Honestly, I get people on the phone in tears,” says Vince Gumma of Chicago’s American Vending Sales. “They’ve already spent $40,000 or $50,000 in retirement savings, and I can’t help them.”

Again, the key is to network before you buy. Regardless whether your specialty is new or old, vending trade magazines, NAMA, and veterans like those interviewed in this book offer a big-picture vantage point they’re eager to share. Take advantage of their knowledge and experience.




Starting from Scratch 

When you start a new business from scratch, the upside is that you can plan it as you wish and run the business in a manner that is best suited to meet your goals and objectives. To do this, however, you need to be prepared to do plenty of research and find the products and locations that would best draw business. You will need to carefully select distributors and establish relationships. Just at Janice did research and forged her own path in the pantyhose business, you could do the same with a product that you have not seen readily distributed (although finding such a product is increasingly more difficult) or you could look at existing products, distributors who handle them, and potential locations, and crunch the numbers to see if such a business would be profitable. Some vending operators have literally gone from location to location doing their research. They have then read up on how the business works and after several months of planning, put together a plan and a route that could start them off—typically as a part-time business before jumping in with both feet.
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Smart Tip

Veteran operators often mentor newbies whose mentor newbies whose market areas are outside their own. To get connected, contact the industry association for the vending specialty you’re considering.



Tim Stanford, editor-in-chief of Vending Times, says, “There is no one right way to start in this business. There are two ways people traditionally get into the vending business. One is that they work for a large vending company like Canteen or Aramark, the two biggest vending companies in the United States. They work as a route driver, route supervisor, or maybe they become a route manager. If you work for someone for a while, you get to know the business. Then you can find someone who wants to work with you and put in ten machines, you’ll be able to hit the ground running. You’ll have experience and know how to talk to accounts.”

Obviously, this is a manner in which you learn the business while being employed by someone else before going out on your own. It means investing some time, but also means a much better chance of having the background knowledge once you are ready to open your own business.

“The other way many guys get into this field is by attending a trade show and being seduced by a one of these attractive young ladies in a bathing suit handing out fourcolor brochures about how to make money in vending. They buy ten machines which cost way too much, go out to get locations, and find out that they can’t make any money at those locations. Suddenly they realize that they’ve just paid for an education and go back and attend NAMA conventions, start reading the literature and subscribe to Vending Times, and work their way out of a hole into a successful business,” explains Stanford of the Blue Sky schemes that draw in many people who later turn their losses around. Of course doing the research first, attending the NAMA conventions, and reading the literature before spending any money could save these people a lot of heartaches.


SCORE


Beverly Bowers, who runs Blue Moose Locators, and formerly ranB&FVending Company in Cincinnati before selling the business after 18 years, also recommends when getting into a new business to contact your local SCORE office (run by the Small Business Administration). “They’re all throughout the country, you can usually just look in the phone book under SCORE. These are retired executives and usually you’ll find someone who is familiar with vending locally. They’ll come and talk to you or you could go to them. It’s totally free. You call SCORE and within a day they can find you someone to talk with about your business plan and tell you what they know about the business, and because they’re local, they’ll know how the business is handled locally. The only thing they expect in return is that you write a letter to the Small Business Administration saying how helpful they’ve been,” explains Beverly.



Starting a business does not mean doing it entirely yourself or trying to learn everything about it. Today, you can start the business yourself and hire professionals as needed, such as a professional location company, to help you with the hardest part of the business—finding prime locations. Between the internet, the NAMA, Vending Times, and the numerous resources out there, you can find plenty of professionals to assist you and read plenty of valuable information about the industry.


Buying a Business 

Unlike starting a business, which you could do with three machines to see how you like it, buying a business means jumping right in with both feet. Of course, if you are 100 percent ready to go, and knowledgeable about how to run the business, this is one way to have an “instant business” at the ready.

The benefits of buying an existing business are that you have machines, distributors, and locations all at the ready. You can step in and continue where the previous owner leaves off without missing a step. You simply need to introduce yourself to everyone with whom you will be working, and establish a rapport. While you can certainly make changes as you go, you can do it on a gradual basis, changing some locations, replacing some lesser-selling items with some new ones, and so on.


Starting from Endings


If you purchase another company, expect to pay 30 to 40 percent of the operation’s gross sales, says Donald Blotner of DCB Consulting in Eagan, Minnesota. “Given the costs, such as interest expense on equipment loans, if you have the available cash, skip start-up and capitalize on an established operation.”

By purchasing his business from his retiring father-in-law, B.J. S. dodged some bullets. However, he stresses caution. “Look at the equipment—not so much age as the appearance. If it’s clean and old, then someone’s taken care of it. You can see pretty quickly if the equipment’s been abused or it’s been refurbished or whatever.”

In addition, B. J. emphatically recommends retaining a knowledgeable attorney to steer you through the process. “Unfortunately, in this industry, I think the income statement only tells part of the truth,” he warns.

“As a prudent businessperson, I wouldn’t take somebody’s word for it,” B.J. continues. “Make up some type of contract where you have a safeguard. Put the excess in escrow or allow for a 10 percent fluctuation or whatever it is. You’ll see in the first week if [the income statement is accurate]. But you’re not going to see it until you own it.”




The big questions, however, when buying a business—any business—are who’s selling the business and why? Ask questions and do some research. Is the seller trying to dump an existing route that is not very profitable, or is he or she simply tired of the daily routine and looking to retire to Florida or Arizona? You need concrete numbers to evaluate the business for the last few years and you need to talk with distributors. You can always check with the associations and see if the seller is someone they have a relationship with or someone that they have never heard of. You will also need to talk with your accountant and attorney to make sure the numbers and all documents are covered and that everything is in order. Associations, vending publications, and experts in the field can tell you if you are getting a good value for your dollar or if the business is overvalued by the owner.

You also want an owner who agrees to stay on for a short time to teach you the routes and the ropes of the business. Any owner who wants to just drop a business in your lap and run away is likely not completely on the up and up.

When buying a business, you will typically have to make some compromises. Unlike starting everything on your own, there will be certain aspects that won’t be to your liking. However, you are much farther along the road if you buy a good business—and evaluating the potential of the business you are thinking of buying is the key.


A Matter of Personality 

How adaptable are you? Do you like to start things from the beginning or jump into a project that’s already started? Are you the type of person who enjoys building furniture or buying a piece ready made? These are the kinds of questions you need to ask yourself before making the decision to start your own business or buy an existing one. There are growing pains when you start from scratch. There are mistakes that entrepreneurs learn the hard way. The location you thought would be marvelous may not turn out to be very profitable, or the product you thought would be a surefire hit may disappoint. This is more likely to occur when forging your own path. If, however, you start your own vending business well aware of the potential pitfalls that come with the “learning curve,” and you are ready to accept that it will take time to perfect the system, find the best distributors, and build the routes that optimize sales, then you will be starting off with the right mindset.

However, if you know that you will be impatient and may become frustrated and disenchanted if the business does not start out as you had hoped, you may be better off buying a business to limit the hard lessons and (with the right business) increase the possibilities of having a fairly stable business from the onset.

Keep in mind that you will pay a price for buying a ready-made business—literally. Depending on the size and scope of the business, and the types of products sold and number of routes, you will pay much more than if you start from scratch, since, as mentioned earlier, you can start off very small and grow as you see fit. Again, it’s all  a matter of your personal choice and how much money you have available. Certainly, for someone who wants to jump in and start a full-time business, buying the right vending operation is a good option, while for the person who is looking to test out the field, starting small with your own business is the more obvious option.
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Finding Your Niche



While not as glamorous as, say, becoming a jungle guide, the life of a vending operator sounds perfect to you. Knowing this much means your cup is half full. Topping it off requires determining what type of vending you’d like to do and whether there’s a demand for you to supply.

The business lingo for these activities is targeting your market and conducting market research. Think of these steps as akin to feeding yourself—you have to know what kind food you like and where to find it. The more you know, the more satisfied you are. Similarly, the more thorough your research, the more satisfied (profitable) your business will become.

Do some business owners skip, or shortchange, the process of evaluating their market’s potential? You bet. But they’re the ones who flounder or fail.

Since you’re reading this book to succeed, use the handy tools provided in this chapter for your upfront work, and come back to it for guidance as your business grows.

To narrow your vending options, first decide whether you’re a trailblazer or path follower. Trailblazers enter new markets, or define their own market, like pantyhose. Path followers prefer tried-and-true markets such as snacks and soda. Which one should you choose? Either is completely appropriate, and both have their pluses and minuses.




Where No One’s Gone Before 

The main advantages to trailblazing are obvious: There’s little or no competition and lots of room for growth. This means you’re first in line rather than just another voice in the crowd. You won’t be looking over your shoulder very much because there are plenty of clients to go around.

The principal downside is lack of familiarity and support. Not only must you convince a prospect your company is best for the job; you have to sell them on the concept as well. There is also less of a network for you to lean on for information and advice.

“A lot of people don’t want to hear about something new,” says Baltimore pantyhose vending innovator Janice M. “The attitude is ‘I don’t care; go away’ unless you’ve been around for 30 years and they recognize the name. In addition, corporate procurement officers are often men, and they simply don’t understand the challenges faced by pantyhose wearers.”




Familiar Turf 

Not surprisingly, the flip side of trailblazing is path following where advice, information, and support abound. For that reason, most operators follow proven paths. “If I were starting up, I’d contact the local or state chapter of NAMA and ask for references outside of my marketplace,” says Wayne D., the full-line operator in Burnsville, Minnesota. “Most of us aren’t too hung up about competitors. We would rather help new operators so they don’t add to the stigma that vending machines never work.”




Helping Each Other Out 

Operators do help operators out. Beverly Bowers recommends getting online and chatting with other people in the field. “Vendors Exchange International Inc.  (www.veii.com) has a forum and a discussion group where people can go in and ask questions, like if anyone has a good locator to recommend or if people have had good or bad experiences buying equipment. They can share information with one another. Vending Talk (www.vendingtalk.com) is another option, with an open forum where people all over the country can talk to each other and make recommendations,” says Bev. Other vending businesses let newcomers ride on a route to see what it’s like and try to provide some guidance, since the vending community is a tight-knit group, all trying to forge a better impression of the industry.




Gaining a Competitive Edge 

The key to establishing yourself in a competitive market is showing prospects you are head and shoulders above the rest. Economic, demographic, and technological changes offer entrepreneurs opportunities for success, even in today’s crowded market. The key is having a plan.

If you can bring in a cost-effective product that a demographic group wants and can buy efficient machines that work far more often than not, you’re ahead of the game. For example, students at a university may want the same popular drinks as other universities. If, however, you land the account to service the brand-new student center and can maintain a $1.00 cost for a bottle of water, rather than $1.25 or $1.50, and you have the popular favorite brand always well-stocked in a highly reliable machine, then you’ve done the job as well or better than the competition could do. Of course, you first need to calculate that you are making money on the deal.

A competitive edge may also mean offering variety. If, for example, the student center has a Coca-Cola machines but you can bring in a machine that offers more soda choices than just Coca-Cola, you may be the savior for those who want variety. “One of the advantages of an independent vending company over machines from Coke or Pepsi is that you can offer such variety,” notes Beverly Bowers. “Of course, if they really want a soda machine, you can make a deal that you’ll give them the soda machine if they also take a snack machine, since these are less profitable and are not always as easy to place,” explains Beverly of one of the strategies that has worked effectively.
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Smart Tip

Defining the limits of your start-up zone is as easy as 1-2-3. Take a piece of string or thread and measure out 30 miles using your map’s “scale of miles.” Place one end of the string at your location and a pencil at the other. Draw a circle with your location as the center. Voilà!



The key to being competitive is knowing what you can offer that your competition cannot. Therefore, you need to get to know who else is in the area and offer something different, or better. As mentioned earlier, the vending community is typically a tightly woven group, so very often the competition is not with   operators who are established in a given location, but for a new location. “Vendors give each other some courtesy, rather than trying to take someone else’s account, since they wouldn’t want someone to do the same thing to them,” explains Tim Stanford.




Stay in the Zone 

Although trailblazing vs. path following is a philosophical dilemma, the recommended size of your market area is not. Since drive time and fuel costs are significant factors, it’s wise to stay within a 30-mile radius of your office, 50 at most. This constraint alone may help determine your vending type. For example, if you are planning to serve a rural area that’s already served by a local food vending operation, a nonfood operation might be a more viable choice. On the other hand, if the headquarters of the existing food operator is miles away, you may be able to offer a more cost-effective option. What this means is by knowing what the market already does and does not offer, you can plan accordingly.




Know Thy Options 

We’ve already discussed which vending markets are currently the largest, but the success of a pioneering entrepreneur, such as Janice M., shows it’s wise to look at the forest before focusing on a tree.

To find out about the many types of vending machines and products already available, check out the annual buyer’s guides produced by Automatic Merchandiser and Vending Times. While there’s plenty of overlap between the two, not all options appear in each  publication. You can find Automatic Merchandiser at www.amonline.com and Vending Times at www.vendingtimes.com (more info in the Appendix at the back of the book).


Mission: Possible


A mission statement tells the world what your company is about. It generally also includes something about your goals and, sometimes, how you intend to achieve them. Writing a mission statement is a vital part of finding your niche because it helps you define your target market and stay focused on what’s important. Use the “Mission Statement Worksheet” on page 37 and the examples below to come up with your own.

Although in many industries a long, detailed mission is de rigueur, vending operators generally prefer something succinct. Here are three real-life examples:1. “To provide the highest-quality vending service in Nashville.”

2. “Quality through integrity. To provide the very best customer satisfaction.”

3. “To be a cut above. Good enough isn’t enough; it has to be perfect.”






Mission Statement Worksheet


Use this worksheet to brainstorm a mission statement for your business. The components of a mission statement include: 
❍ Future goals: your vision of your company in a year, five years, and beyond

❍ Client perceptions: your vision of how you want your clients to think of you

❍ Industry perceptions: your vision of how you want the vending industry to think of you
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You can also keep reading to find out some of the other options now available—discussed later in the book—and can do your own research by simply studying the machines serviced by other operators.




Know Your Demographic Market 

As you narrow the specialty options, include a market assessment as part of your market research. Know who will buy and what they will be more likely to purchase. For example, vending Tex-Mex is likely to be unsuccessful in a primarily Asian demographic region. Nor will targeting factories work if they’re all headed south. Instead, cater to Asian tastes or target hospitals instead of factories. In general, look for areas of growth or market segmentation, such as a rising population of women aged 24 to 30 where pantyhose might be a very viable option. If, for example, you are in a region in which families are on the upswing, look for family- and kid-friendly products such as toys, games, or noncarbonated drinks for younger kids. Parents are often running out of drinks for their youngsters and need a juice box in a hurry.
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Fun Fact

The Census Bureau reported that between 1995 and 2025 most immigrants will settle in the Northeast and the West. During the same period, most of the South’s population increase will be due to interstate migrants from the Northeast and Midwest.



Look at local web sites and review the demographics at the town planning commission, where you can also look at the upcoming plans for the area. Get a feel for who will be moving into the community. Once you know whom you are serving, study the trade papers and vending web sites for the hottest items for that demographic group. You’ll always find some standards such as soda, but you will likely discover some niche items that will have people returning to your machines often.

Except in the most depressed areas, a new niche or angle can almost always be found.




Evaluate an Innovation 

If you’re considering a vending specialty that is your own brainchild, or even one that’s relatively new, conduct some direct consumer surveys. Surveys can be informal oral inquiries, formal written questionnaires, or a combination of both.

“One day, we were doing presentations [during a Women Entrepreneurs of Baltimore class], and I started talking to a few of the women,” Janice M. recalls. “I asked them how they would feel if they could purchase pantyhose through a vending machine. Everybody said, ‘That’s really cool. Who do you know that’s doing that?’ And I said  me. They all looked at me and said, ‘That is great. Yeah, I’d purchase them. I cannot tell you how many times I have been to a wedding or a funeral or job interview or church on Sunday when everything is closed—that would be great.’ ”

Spurred on by the enthusiastic response, Janice developed a written survey. “I actually have footage of me walking down the street with a clipboard asking people what they thought: Would you buy pantyhose from a vending machine? If you wouldn’t, why not? They didn’t know me from Eve, so they didn’t have any reason to sugarcoat anything. People are brutally honest when you’re doing research, which is fine because it helps.”
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Fun Fact

A survey published in Automatic Merchandiser found only 21.5 percent of operators pursue small accounts, leaving room for the entrepreneur who’s willing to customize, improvise, and innovate.



Due to the success of her efforts, Janice continues to rely on them. “I still have that [survey] on file because I’m going to use it again. In fact, I used it when I went out to Baltimore/Washington International Airport because they didn’t see the need [for pantyhose vending]. So I told them about the survey and all the women who’d checked ‘yes’ beside ‘Would you purchase this from a vending machine?’ Then my contact said, ‘Send me a package.’ ” You’ll see the “Market Research Survey” Janice used coming up shortly. You can tailor it to your own specific vending niche.




Site Surveys 

For traditional vending specialties, spend time surveying your operating radius from the ground. Take a few exploratory road trips and observe the mix of businesses, schools, hospitals, and high-rises. No matter how long you have been living in the area, you’ll see things differently when you are looking with an entrepreneur’s eye.

Stop in at potential locations and see what is already vended. Is there room for more variety or a more targeted product mix? Are the machines clean and well maintained? Are they new and attractive or old and shabby?

Follow Janice’s lead and survey people using the machines. What do they think of the service and product mix? What would they like more or less of? Are they generally satisfied or dissatisfied? Why? Listen carefully and take good notes.




Other Survey Methods 

“Obviously, you can cover a lot more over the phone,” says B.J. S., the full-line vendor from Hendersonville, Tennessee. “I called Dun & Bradstreet and bought a database listing all Nashville companies including contact names and phone numbers. It cost $100 and came on diskette, so it was easy to break down and sort.” Although   it’s important to do some driving around, surveying by telephone can be cost-effective if you can get respondents to take the survey rather than hanging up. In a society that has been inundated by telemarketers, it can be frustrating to get people to take telephone surveys, so you need to promise them that it will only take a couple of minutes and then have very short, pointed questions about vending machines that only require short answers—don’t forget you need to tabulate all of the responses.


Market Research Survey

Dear Consumer,

We need your help. Please tell us how we can better improve our services and products for you.
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Source: McLean Machines and Co. Inc.



You might opt to go online with a web page that has your survey. Of course, you’ll need to draw people to the site, which will mean marketing the name and web address to your demographic group. This is easier to do with a web-savvy population, such as college students. Run an ad in the college paper and offer a free download or something that you can give away that is cost-effective for the first 100 people that take the survey. The web survey should be concise and to the point, as was the survey set up by Janice.


More Competition than You Think


New vending operators often define their competition only in terms of other vending businesses. However, this assumption is far too narrow.

“We are a retail business,” emphasizes John Ochi of Five Star Distributors in Vernon Hills, Illinois. “The machines are a form of retailing; there just isn’t a human being sitting inside the box handing the stuff out.”

This means any retailer who carries similar products is vying for your customer’s dollars. “Too many operators think they have a captive audience,” observes 20-year vending veteran Wayne D., a full-line operator in Burnsville, Minnesota. “But you don’t. I like to say the only captive audience we have is the women’s prison.”

Another hindrance to vending is that you’re competing against a stigma that’s firmly entrenched. “The biggest problem the vending industry has is there’s a public perception that it’s the last resort,” Ochi asserts. “Everybody’s had bad experiences buying through a vending machine because some operator didn’t make sure the machine gave good service.”

The moral of the story: When you’re conducting market research, look around the neighborhood for other retail options. If you’re going into food, ask how long lunch hours last and if employees generally leave the premises. Include a visual or qualitative survey of potential locations to determine attitudes toward the current operator.

Above all, remember that once you hang out your shingle, the spotlight will shine on you just as hard as you’re shining it on others. Be prepared to go the extra mile, and your business will thrive.




A more costly, but effective means of doing market research is the focus group. This is where you gather a number of people in one place and ask them more detailed questions about the vending possibilities. For this you will need to give something away. Many advertising companies give away $50 or a free dinner (as worked out with a client) to get people to participate. In one hour you can get exactly what people would and would not buy from a vending machine and why. Be selective in whom you ask—have your demographic group narrowed down prior to a focus group.




Bulldozer Chasing 

Those lucky enough to live where office or industrial buildings seemingly inflate overnight have one of the best markets around. “Whenever a new building would go up we’d literally drive around and count cars in the parking lot,” says Becky P. of her tactics during start-up. “Then we’d go back at night to see who had night shifts because those employees are a captive audience.”




Build It Slowly 

Once you’ve completed your market research, keep it handy. The data you gather is as useful for sales leads as it is for diagnosis. And it can even help you evaluate the viability of routes that become available as you begin to grow.

The year after he started, Wayne D. and his wife began following just such a strategy. “In 1979, we bought another small route that was a spin-off of a larger vending company’s routes. We worked out a plan of what we were trying to accomplish so that we’d build [the operation] up to where I could leave R.J. Reynolds.” It took another five years, but Wayne stayed focused and eventually reached his goal.




Continue to Do Market Research 

One of the reasons why there are operators selling products that were outdated in the late 1990s is because they are not doing their homework... or in this case, updating their market research. Trends change, neighborhoods change, and demographics change. What was popular three years ago may not be in vogue at all today. For example, telecards are no longer the major seller they were in the late ’90s because everyone and their mom has a cell phone today. Likewise, people are drinking Snapple and other products in increasing numbers, so soda may not be the only item selling in your demographic area. Stroll through the neighborhhood supermarkets and see the size and placement of some of the displays.

You need to keep good data on what people are buying now. See if the area that once sported young families now sports senior housing and if the ethnicity has changed. The operator who goes in every day with blinders and routinely refills the machine with the same old thing year after year but cannot figure out why sales figures are declining is not doing his or her homework.
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Structural Strategies



You’ve done your homework. You know your mission. You’re ready to hang out your shingle.

 



Whoa! What’ll you put on that shingle? Who needs to be notified? And what exactly do they want to know? What’s your M.O.?

By this point you probably know if you’re going it alone or bringing others on board. Either way, local, state, and federal agencies, including the omnipresent IRS, want to know your modus operandi: Are you a sole proprietorship, partnership, or corporation?

Most vending operators stick with the least complicated version, the sole proprietorship. Even spousal teams, pervasive in the industry, usually select this option.

Despite the fact that her husband brought all the vending experience to their relationship, on paper it’s Northridge, California, Becky P.’s business. “When we started, it was highly beneficial to be a woman or minority business owner because it opened accounts to us.” Financing also came easier, says Becky, due to programs targeting women and minority business owners.

Sole proprietorship, is, by all accounts, the easiest structure under which to run a business. You get a business license and file whatever necessary business forms are applicable within your state and you are in business. There is very little paperwork and few formalities, other than paying taxes, of course. Income is reported on your personal or jointly filed tax returns.

Incorporating, however, is also a popular choice for vending entrepreneurs. When you’re incorporated, the corporation carries the liability instead of you personally. You can also use it when negotiating with banks by reminding them the corporation guarantees the note. Even though the bank will probably still ask you for a personal guarantee, you can use your corporate status during negotiations. The biggest plus for incorporating is that the company stands as a separate entity, meaning that you are not personally liable if your machine falls over on someone while they are kicking it because they lost a dollar bill.

That extra protection helps many entrepreneurs sleep more securely at night. That is, once they finish the paperwork. Incorporating does include plenty of paperwork and has various requirements that you must fulfill as set forth by the state in which you incorporate. There is also the possibility of double taxation when you form a corporation, meaning you pay corporate taxes and then when you take money out of the corporation, you pay taxes again on your personal assets. You need to sit down with a business attorney or your accountant and weigh the pluses and minuses of incorporating as well as how to avoid double taxation as much as possible.

A Limited Liability Corporation (LLC) is another, newer option, which serves, to some degree, as a hybrid between incorporating and going solo. The advantages of forming an LLC are that the members are afforded limited liability and have passthrough taxes similar to a partnership. By forming an LLC, rather than a corporation, you receive all of the benefits of forming a corporation but avoid some of the drawbacks, such as double taxation and excessive paperwork. Of course, LLCs are not offered in all states, so you will need to inquire in your state. Additionally, some investors, because LLCs are new, may not be as forthcoming when it comes to lending  you money since they are not familiar with how an LLC operates. Of course with an attorney by your side, you can overcome some of these concerns.

As for partnerships, operators who attempt this should proceed with caution. “In vending, a partnership is a marriage getting ready to fail,” says Burnsville, Minnesota, full-line operator Wayne D., who experimented with forming nonfamily partnerships early on. The three- to five-year ramp-up most vending start-ups require is what makes partnerships a difficult choice. “Over the course of time, people’s ambitions change. Generally, the entrepreneur’s motivations and skills far outweigh those of the people he takes in for the partnership.”




A Name of Your Own 

Once you’ve committed to a business structure, it’s time to give your enterprise a name.

If you consult the Yellow Pages, you’ll quickly discover many vending company names are simply variations on their owner’s names, such as “A.J. Vending” for “Al Jones.” While a similar title for your firm is perfectly acceptable, today’s fiercely competitive vending industry demands an identity with an edge.


The Name Game


Although the internet is hot, surfing your Yellow Pages for name ideas can be just as effective. Browsing the vending category will give you an idea of what’s already spoken for in your locale.

Vending operators emphasize that being successful means viewing your business as retail sales delivered by a machine. So flip to the retail sections that correspond with your business, and see what strikes your fancy. For example, if you’re going into food, turn to restaurants, and notice which names make your mouth water. Then, consider a variation such as transforming Prime Steakhouse into Prime Vending Food Services.

Scribble down several options in case you discover the one you want is already taken. Check the business White Pages as well as the Yellow Pages, and note other businesses with the same or similar names. Then come up with a few backups. This will save you time, effort, and even disappointment should the name you choose already be registered. Although your state may allow you to use the same name as another business, with some stipulations, give your enterprise a head start by choosing a moniker that stands out from the crowd.




One of the operators we interviewed wanted her customers to know she viewed them as unique individuals with sophisticated palates, not automatons chewing cutrate cud. “I didn’t want Joe Blow Vending or XYZ Vending,” the entrepreneur says of her business name, A Matter of Taste. “I wanted something that gave my business meaning. So I got my thesaurus out and started putting words together. [I decided] A Matter of Taste is [like] life—it’s very much a matter of taste because what one person loves, another person cannot stand. Over the years, we’ve gotten great response to our name; people really like it,” she says (of course there are probably others who don’t like it at all!).

While her creative process was less complex, another of our entrepreneurs knew she needed a memorable name to introduce herself and her concept. “I thought, well, it’s a vending machine, how about McLean Machines? I started to like it and everyone I talked to about it said, ‘You know, that’s a catchy little name.’ ”

Those who purchase an existing operation should let the company’s current standing be their guide. If your acquisition has had difficulty meeting expectations, use a new designation to signal a fresh start. On the other hand, monikers with positive associations should be retained. Even though Van Vending isn’t exactly bedazzling, one of our operators acknowledges retaining it “because it had a good reputation.”

To start your own list of name possibilities, jot down some simple ideas such as those based on your region’s name (example: New Mexico Vending). As the roster grows, try out your favorites on friends and relatives—in person and over the phone. Call your guinea pigs, and ask them to phone you back. Then, answer with your new name. What was the caller’s impression of the name? Can they correctly repeat it? Remember, for the average person, phone comprehension is atrocious. No matter how clearly you enunciate, a name like A&J Vending will always sound like “ANJ Vending.”

Although your name should be a reflection of you, jump-start your brainstorming by checking out the names of successful vending operators in the Appendix of this book. Then use the “Name Brainstorming Worksheet” to narrow down your choices.




Make It Official 

With your favored moniker option in hand, it’s time to get it in writing. Basically, this means contacting the appropriate government entity, checking to see if the name is available, and registering the name as your own, generally for a fee. Don’t be alarmed by the terms “fictitious” or “assumed.” This simply means the name you’re using to do business.

Regardless of the law, registering now prevents misery later. Why? Because the longer you’re in business, the more valuable your good name will be to you. If you’ve registered it, there are no worries when a squatter (a squatter is someone who registers numerous domain names that he or she does not intend to use at present or possibly ever) comes along. If you haven’t registered, even the best attorney may not charm the court.


Name Brainstorming Worksheet

List three ideas based on the type of vending you plan to provide (e.g., food, telecards, personal products):
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List three ideas based on descriptive adjectives (e.g., speedy, zesty, reliable):
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List three ideas based on your geographic location (e.g., neighborhood, county, region):
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List three ideas based on a well-known local feature (e.g., terrain, historical reference, native plants or animals):
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❑ Check your local White Pages and Yellow Pages for businesses with the same or or similar names. A similar name is out if it’s in the same industry (Yellow Pages) and less effective if there are a number of them across industries (White Pages).

❑ Contact your local business name authority to see if your favorite names are available.

❑ Try your favorite out loud and over the phone to make sure it’s easy to pronounce and understand. Get feedback from family, friends, and others, such as contacts within the industry.



It’s a go? Excellent! Now register it and make it your own.
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Bright Idea

Although not required, sole proprietors without employees may obtain a Federal Employer Identification Number. Applying for and using this number on your tax returns and all official documents (such as business checking accounts and contracts with clients) is an excellent way to differentiate you and your business in the eyes of the IRS.



In addition, financial institutions in some states require proof of business name registration before opening a simple business checking account. Because the IRS insists on separate personal and business accounts, save yourself some time by registering your business name before going to the bank.

In states where you’re required to register (since a few do not require it) you’ll likely find variations on how to get the forms. You can call the Secretary of State’s office and request the appropriate forms or search online under “business license” for your state and you’ll find whom to contact. The Small Business Administration (www.sba.gov) is also a place to find out about small business licensing. Before you hang up, you may ask the status of up to three name options.

One way to speed up this process is by using the fax-back or internet services many state governments now offer for obtaining forms and checking name availability. Using these services reduces the time it takes to lock in your favored business name.

After your name registration forms are processed, you’ll receive an official certificate in the mail. Then, in many states, you have a specified period of time during which you must advertise your business name in a local newspaper and document the ad to the state. If you don’t take out an ad immediately, you’ll likely be contacted by a company that places such ads and provides the necessary paperwork to the government, for a nominal fee.

Framing your dba (“doing business as”) certificate and hanging it on the wall is a nice way to make your new business seem more real, especially if you’re like most vending start-ups and operate out of a home office.




Homebased Zone 

Speaking of home offices, your next encounter with the government should be your local zoning authority. Although the tradition of homebased businesses is older than the Liberty Bell, residential neighborhoods value child-friendly streets, prompting municipalities to restrict business activities accordingly.

Generally, residential zoning regulations ban enterprises that generate considerable customer and employee traffic. But since customers visit your machines and not your business, the former isn’t an issue. The latter only becomes a problem when you are having other employees working from your home or you are using your home to store large amounts of inventory. Many cities are not very strict with home  business laws, since working from home has become far more commonplace in recent years. In fact, it is typically not until there is a complaint that you face a problem. Neighbors will get suspicious and become uncomfortable if eighteen-wheelers are backing in and out of your driveway every day. While we are not saying “break the law,” we’re basically saying use good judgment in your decision to work from home and if you do so, maintain a low profile—no neon sign out front. If you are concerned, talk to your immediate neighbors and address their concerns. This can go a long way, particularly if you’re one of the many vending businesses that doesn’t require deliveries from large semis. On the other hand, if you live next door to the Grinch, it’s not worth pushing the envelope.
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Smart Tip

Consider the future when you’re selecting a business name. Avoid names that prevent expansion into other vending lines such as “Smith’s Soda Services.” Instead something such as “Smith’s Beverage Services” broadens the horizons a little. “Smith’s Beverages and More” opens up the field much wider—however, in this case, you will need to be ready to answer when people ask what the “more” is all about.



But don’t get discouraged before checking the facts. For nine years, Becky P. operated her ever-growing operation out of her home and 700-square-foot RV garage. By the time she moved into a commercial location, she had six employees, in addition to herself and her husband.

More on homebased offices in Chapter 7.




Permits and Such 

While you’re at city hall, ask about permits and licenses. Some municipalities require a general business license while others require registration of each vendor. In the latter case, you may be provided with stickers to affix to the machines. If so, don’t cut corners. Failing to affix the stickers can invalidate insurance or open cans of things far worse than worms.

For food vending, you’ll need a food handling license either from the U.S. Department of Agriculture or the municipality where your vendors are placed. Generally, you need one or the other but not both, according to NAMA. To be certain, ask each city (or, in rural areas, county) where your machines will be located.

When you’ve finished with local agencies, you’re almost through with officialdom. Only sales taxes remain. Because vending is an automated retail transaction, it’s subject to sales taxes, if your state collects them. After you’ve obtained your name registration certificate, contact your state’s department of revenue and ask for sales tax permit application forms. You may be able to find them on the IRS web site at www.irs.gov.




Covering Yourself: Insurance 

It’s no secret that our society is very litigious. It’s also no secret that the cost of guarding against a lawsuit is very important in business today. If someone can sue a college because he was “mooning” a friend and fell out of his dorm window (true story), then someone can sue you for an injury they claim occurred because of one of your vending machines, even if the person was actually sticking his or her arm inside trying to steal candy. Therefore, you need protection, or you need to practice “safe vending” so to speak.

“If you’re going into food, start off with $2 million in liability insurance coverage right away,” advises Donald Blotner of DCB Consulting in Eagan, Minnesota. “You can go with less, but what’s the point of risking the time and money you have invested in your business by skimping on coverage in an industry known to take big hits in court?”

This sage advice also applies to other types of vending, according to operators. However, in nonfood vending, slightly less coverage may do. “I carry $1 million in commercial vending machine liability insurance,” says Baltimore entrepreneur Janice M. “That’s $1 million per incident, per person, per machine.”

In some regions, purchasing liability coverage is more than wise: It’s required to get your foot in the door. “Here in California, any business of any consequence requires $1 to $2 million in liability insurance before you can do business on their premises,” says Becky P. “That’s not just for vending operators, but for any outside vendor.”

Successful operators also suggest commercial vehicle insurance, which generally goes well beyond personal policies. And regardless of your location, building and contents insurance is a must.
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Smart Tip

Check with your state’s vending association to find out about sales tax savings strategies. For example, Hendersonville, Tennessee, full-line operator B.J. S. reports his business is paying a tax of 1.5 percent on gross receipts rather than the regular 8.25 percent sales tax. “To be eligible, all we have to do is purchase a $1 sticker for each machine.”



“Within my building insurance, I have a business interruption rider to prevent downtime,” comments Becky. “For example, if this place burned to the ground, I would immediately get a $20,000 check to go buy more merchandise and keep the vehicles running. I wouldn’t have to go through the investigation and all that stuff before I’d get any money. My insurance company will just instantly keep me up and running.”

While operators are quick to value insurance for themselves, mention workers’ compensation and the gripe-fest begins. Regardless of vending type, those with employees are subject to this much-maligned coverage.

But industry associations and publications point out that high workers’ comp premiums are as much the fault of employers as employees. According to Automatic  Merchandiser magazine, vending industry premiums soared for years in part because employers failed to teach and enforce simple safety practices. More recently, employers have become hip to the “experience modification” discount (legalese for establishing and following an employee safety plan), which has improved overall safety dramatically and lowered industry premiums. The publication also notes that successful operators involve their employees in safety policy making and evangelizing. After all, reduced comp costs translate into higher profits, which, in turn, means more profit sharing.


[image: 028]

Bright Idea

To keep his workers’ compensation premiums in check, Hendersonville, Tennessee, full-line operator B.J. S. offers injured employees assistance or time off. “I haven’t had any workers’ comp claims since I bought the company. If somebody’s hurt or doesn’t feel well, we have a supervisor help them out. If they need it, we give them time off.”



Be certain you know all there is to know about insurance. Then use the “Start-Up Checklist” at the end of this chapter to make sure you’ve covered all your bases in the areas of business structure, naming your business, licensing requirements, zoning regulations, buying insurance, and hiring advisors.

You might also look to local associations for the names of insurance dealers who handle vending.




Protecting Your Inspiration: Patent It 

As you know from Chapter 1, women’s hosiery entrepreneur Janice M. hit on a new vending concept and took off with her new idea. As part of her discovery process, she learned no one else held a U.S. patent on the pantyhose vending concept. Realizing all her work could be in vain if someone swooped down and snapped up her idea, she applied for a patent.

All original inventions should be patented (and most are) so that you maintain ownership of the rights to that product. Some people have several patents covering a variety of inventions (Thomas Edison had over 1,000!). There are three basic types of patents that cover designs, plants, and utilities. The third one, “utilities,” covers inventions and processes, which is where your new invention will likely fall. In the case of Janice, her patent was not for inventing pantyhose, since the product already existed, but for the process of selling them via vending machine. Therefore, she does not own the rights to selling pantyhose, but to selling them through a vending machine.

If you have an original product or an original manner of selling something that is not sold by vending machine (as far as you know), you can apply for a patent. You first need to contact the United States Patent and Trademark Office (their web site is www.uspto.org) and do a patent search to make sure someone else does not already hold the patent on your product or process. The USPTO offers a free search option. If the search turns up no similar patent, you can then apply for a provisional patent, which  will protect your invention or process for one year while you determine whether there is a market for the product. Within that year you can then apply for a regular patent. The USPTO will provide you with all of the specific information on exactly how to apply. Essentially, to get a provisional patent, you need to have a cover page, description of the invention, a technical drawing that shows how the invention works or the process, and a $150 fee (possibly lower if you prove that you are a really small business—like one person). The application for a full patent should be filled out very carefully as you are required to provide a more detailed explanation of your product and what makes it unique—review your wording carefully with an attorney before filing. If you are granted a patent, it is good for 20 years and you can then sell the rights to use your invention to others.




Getting Good Advice 

By now you’re probably wondering where to turn for help with all these matters. Here’s where the cost of hiring an expert pays dividends in the long run.

Successful operators look to professionals for accounting, legal, and insurance advice. For some, this means consulting such gurus directly. For others, it’s through the services of industry-specific organizations like NAMA. Still others use general business associations such as their local chamber of commerce or a government-sponsored organization such as the Small Business Administration (SBA).

NAMA offers sample client contracts and accounting practices booklets. To customize such items, NAMA members may utilize advisors affiliated with the organization. Or you can hire a local professional to review your situation.

Of course, you might want to consider a combination of one or more of these avenues and ask veterans in the business if they can guide or mentor you as long as you are not competing with them—you might also look to hire consultants in the field to help you get off the ground.
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Before hiring professionals, find out if assistance is available from public or private business organizations and community colleges. In addition to providing free or reduced-fee advice, such organizations can offer referral recommendations and introduce you to invaluable mentoring relationships. As mentioned earlier, SCORE is also a great option for gaining great advice.



Even more creative is Janice M.’s solution. She surrounds herself with not only advisors but mentors. The pantyhose vending trailblazer began by tapping into the tax, legal, and accounting assistance offered by the Women Entrepreneurs of Baltimore, one of the organizations she belongs to. Later, she consulted the SBA for financing, the National Association for the Advancement of Colored People for business development assistance, and a brokerage firm about taking her business public. Today she has an accountant,  an attorney, an insurance agent, and a web site designer and counts the editor of Black Enterprise magazine as a significant mentor.

Other businesspeople in your community may be able to recommend advisors.

With your structural strategies under control, you are now ready to take your next steps. The issues discussed here should be the only ones you need to address. However, the types of vending operations and laws regulating them are as diverse as the culture in which we are living. Seeking out specifics that apply to your situation will ensure that you get all your i’s dotted and t’s crossed.




A Business Plan 

Before venturing into the next chapter, on gathering the cash necessary to start a business, it behooves you to have a business plan in place to help you get the funding you need and as a means of guiding you in your business. After all, how do you know you are doing well if you have no plan of action?

A business plan can be as simple or elaborate as you wish to make it. Essentially, it is a blueprint for your business. It can help you show lending institutions that you have thought out this plan from every angle and have a complete picture of the business you are planning to start, including the finances that will be needed, how the money will be spent, and what the projected return on the investment will be in one, three, five, and possibly even ten years down the road.

The other primary reason for writing a business plan is for yourself, and those involved in building and running the business. It serves as a living, breathing document that can keep you on track, allow you to see your progress, and can often help you determine whether there is or is not growth potential over time. You may look at your business plan and decide that everything is going better than schedule, thus allowing you to expand, perhaps by adding a new profit center. Conversely, your numbers may be lagging behind your projections. This might lead you to determine how to improve upon the bottom line by making changes.




The Components of a Business Plan 

Your business plan will include the following, plus other information as deemed necessary. These are, however the key elements.

1. A Table of Contents. To make it easy to follow for your readers.

2. The Executive Summary. Although this comes first, it is often written last after you’ve thought out all of the various areas of your business. It is here where you provide an overall summary in a page, or perhaps two, of your vending business including the reasons why you are starting the business—your goals, plans, and objectives for the business, the industry and your place in the market, your target audience, marketing plans, and future expectations. This is, in  fact, a summary that should entice potential investors to read further—it is the single most important aspect of a business plan and one that should provide a solid, factual basis for your vending business being a success. It should also not include a lot of hype.

3. Industry Analysis. Researching this section of the business plan is a marvelous way for you to bone up on the industry. It is also the place in which you describe the vending industry at present. You will need to use numerous sources, such as the NAMA, Vending Times, and other trade publications to put together a state of the industry page. You will then show where your vending business will fit in and what will put you on the cutting edge of the industry... or at least for the area in which you are setting up your route(s).

4. Business or Operational Overview. Here, you will provide a comprehensive overview of your plans for the business. How will the business operate? What kind of business structure will you have? What resources will you need? Where will you be based? For example, you “will operate the business from a home office in Stamford, Connecticut, and have a 3,200 square foot warehouse in nearby Bristol.”Explain the vending machines you will use and types of products you will be selling. Discuss the distributors, the route(s), and explain how it will all fall into place. Provide the background logic for your plan of action—why vending machines in x and y locations? Why such and such products for your chosen route?



5. Your Marketing Plan. The marketing plan is an important aspect of your overall business and one that you will need to pay strict attention to. How will businesses know about you and your services? What type of research and consumer marketing will you be doing to determine your best areas for sales? All types of marketing between your business and potential clients, as well as customers, should be included here. Gather as much background information as possible to support your demographic research. Finally, explain your plan for reaching the audience. Are you planning to advertise? Will you use direct mail? The internet? Special promotions and coupons? If you have media contacts or know of publicists that will help you spread the word, also include that information in this section. Again, the mere process of writing this section will get you motivated to work on this important area—marketing.

6. Competitive Analysis. This is obviously a very important part of the business plan. As much as you’d like to “trash” your competitors, you need to take the high road—or have a professional approach. Discuss all of your direct and indirect competition (meaning other vending businesses as well as retail businesses that could draw business away from your machines). Provide information on their businesses, including their prices along with areas in which they do well and areas in which they are lacking. Finally, use the information you have gathered  on your competitors to show what you can improve upon and what will bring customers to you. This is your competitive edge and what separates the successful entrepreneurs from the wanna-bes.

7. Operations Plan. How does your vending business work? Do you handle the route yourself? Do you have several people handling routes for you? When do you check inventory and where do you maintain your inventory? How do you repair broken equipment? All of the particulars of running the business should be spelled out here so that you have as foolproof a plan as possible to have a smooth running business.
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If you plan to expand into other product lines, such as pizza or pantyhose in the near future, mention your ideas in the Business Plan, including when you anticipate adding such products to your list. Don’t make things up—have a realistic plan for expansion or don’t include it.





8. Management Team. If you are all alone, then this is a brief overview of why you are the man or woman for the job. A few paragraphs should do it, recounting your applicable business experiences. Lenders and investors do not really care about the bake sale you ran in middle school—they want to see that you have some business background, particularly in dealing with clients and customers, since vending is a business in which you will have many interpersonal relationships.

9. Financial Plan. Another biggie, this is where you “show them the money” so to speak. Here, you will include all the financial information from starting up the vending business to the projected profits. Use any charts and graphs necessary to show how money will come in, expenses will be handled, and profit will ensue. Let your accountant help you with this part and try not to exaggerate or get carried away. Inaccurate financial projections is one of the reasons why many businesses fail. Be cautious, conservative if necessary, and show estimates of how you will build your business. You may also include supporting material at the end of the business plan along with your resume and any additional financial documents that support the business plan.

Before showing anyone your business plan, review it very carefully and rewrite it often. You want the plan to answer all of the questions anyone could ask about the future of your business. So as to not reinvent the wheel, there are many books available on how to write a business plan, plus web sites such as www.bplan.com, www.sba.gov (Small Business Administration), and www.inc.com, where you will also find business plans. There is also business plan software available with templates to make life easier, such as Palo Alto’s Business Plan Pro, among others. The Bplans  web site, at www.bplans.com, has a marvelous sample of a complex business plan for a vending business.

While your business plan may be more or less elaborate than others, it is important for all businesses to have a written plan to define where the business is going. Once you are done reviewing and proofreading your business plan, have it printed on highquality paper and bound. It can be the most important document in procuring the funding you need and for keeping you on track with your business over the start-up period and beyond.


Start-Up Checklist

Use this handy checklist to help you cover all the regulatory, insurance, and other structural issues.

Yes! I have:


❑ Decided on a business structure: sole proprietorship, partnership, or corporation

❑ Filed the necessary forms to become a partnership or corporation, if I chose either of those structures

❑ Registered my business name

❑ Applied for business licenses in the municipalities where I’ll be placing vendors

❑ Investigated zoning regulations

❑ Consulted with a business insurance agent about liability, building, equipment, workers’ compensation, and other necessary insurance

❑ Complied with the following special circumstances:
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❑ Considered establishing a relationship with an accountant and an attorney

❑ Started outlining and even writing a business plan
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You’ll Need Cash



Although you know going into business isn’t going to be free, perhaps you aren’t so sure when to begin crunching numbers or what numbers you need to crunch. So before we delve any deeper into the details of starting a vending operation, let’s take a look at how you’re going to figure out what it’s all going to cost. And more important, how you’re going to pay for it.
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Start-Up Costs 

Start-up costs refer to all of the necessities for starting your business. A number of factors will determine what these costs will be, including how big a business you are planning to open, where your business will be located, and whether or not you will be hiring employees.

An attractive reason to go into the vending business in the first place is that one of these expenses, your office, doesn’t have to cost any more than you’re already paying right now. Why? Because you can operate right out of your home.

Another reason why the vending business is attractive is because you can start small and grow, unlike some businesses, where you will need to pay huge sums upfront just to get started.

Of course, you’ll need to invest in vending machines and products to put in them. “You can start up for as little as $1,000,” says 20-year veteran Wayne D., who points out that bottlers provide machines for free but take a significant cut. “It depends on the magnitude of the business,” continues the Burnsville, Minnesota, full-line operator. “That’s what makes vending unique.”

To give some food vending examples, Wayne throws out some common scenarios. “Let’s say I have a friend with a manufacturing business with 300 people. That could  be an excellent location for a small start-up, and for that many people, the [vending] equipment would be about $25,000. Or let’s say my friend has 20 apartment buildings instead. Then I could probably get by with $15,000 in equipment. It all depends on how well you research the locations and how well you could do there.”

But realistically, most operators say launching a viable food vending business requires a bit more. “For a snack and soda business, I’d say $100,000 working capital,” advises Becky P., who bucked conventional wisdom by immediately offering sandwiches and other full-line cold food items. “And $250,000 if you’re going into full-line. To keep the business running you’ve got to have a year’s worth of money for living expenses in the bank in addition to what you need for your business.”
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Smart Tip

Shop around for a lender early on, and select one you feel comfortable chatting with. Then schedule a review of your personal finances. This allows you to make necessary adjustments to improve what’s referred to as your “net worth” before you lay out your finances for a loan review committee. Also, have a business plan.




The Bigger Picture 

On top of equipment and inventory, you’ll also have expenses related to setting up your home office. Then there are other operating costs, such as insurance, phone bills, and sales taxes. We’ll discuss more about figuring all of these costs and provide you with some concrete examples in subsequent chapters.

For now, let’s introduce you to a hypothetical start-up vending operation that we’re going to follow throughout the rest of this book. Giving you this concrete example should significantly demystify the start-up process and clarify all those bookkeeping and accounting terms we’ll run into as we go along. It’ll also give you confidence with these matters, which helps as much with winning new customers as it does with romancing the bank.



Quality Snacks. Quality Snacks is a homebased vending business with 15 snack vendors. It is operated out of the owner’s spare bedroom. The garage has also been pressed into service as a storage location for vendors when they’re between accounts as well as a work space for minor repairs. The garage also houses excess inventory, although almost all inventory fits in the owner’s van and is replenished every day, as needed. The total square footage of space used for the business (spare bedroom and garage) is about one-sixth of the total square footage of home and garage combined, or approximately 16 percent. This is important to know for tax purposes. Because the owner of Quality Snacks has a family, a van has been leased and dedicated to the business and a second telephone line goes only to the office space to keep youngsters from answering important calls.  Quality Snacks’ owner does not draw a salary, instead taking a portion of the net as income. As a start-up, the business is part time, with machine servicing limited to evenings and weekends to accommodate the owner’s full-time job.




What About the Long Haul? 

In addition to calculating what you need to start, you’ll want to figure out what you can expect to take in from month to month and year to year. This is referred to as your “operating income and expenses.” Put more plainly, it’s what your operation brings in, what it pays out, and what’s left at the end. You will want to have these projections for your business plan, particularly to show your banker or potential investors.

First, however, before showing anyone your projected profits, you’ll want to see whether all the effort you’re about to put into the business will be worth the return. For each new entrepreneur, the definition of a successful business will be slightly different. However, you start a business with the intent of making money—for one person that’s enough money to support a family, while for another, it’s part-time additional income. It all depends on your goals and wishes. Some entrepreneurs are determined to make big money by expanding and become a major corporation, others are more than happy with a small, well-run family business.
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If you choose a lender that specializes in commercial banking, you’ll find your banker is an invaluable source of expertise, advice, and professional referrals for every aspect of your operation.




Lease, Borrow, or Buy? 

Once you have added all your expenses, the next step is deciding whether or not you can afford the bottom line. If the numbers look too large for what you’ve saved or think you can borrow, consider starting smaller or saving a bit longer before you begin.

According to industry statistics, your average rate of return (the percentage you have left over as a profit) will likely be less than 4 percent. Some of the successful operators we interviewed say their average is between .5 percent and 2 percent. Therefore, be careful before you assume you’ll simply get a loan.

Starting a business typically requires borrowing money from a lending source, whether it is a bank, credit union, angel investor, or a personal loan. A line of credit is also an option, but usually used for remodeling, expansion plans, cash flow, or other ongoing expenses once a business is up and running. You use a line of credit much as you would use a credit card.

Typically a larger sum of money in the form of a loan is the way to start your vending business. Vending is risky for banks because their collateral (your vendors) can be   removed and stashed out of sight to keep them from being repossessed. “You have to have an excellent credit rating,” stresses Becky, who had borrowed and repaid several bank loans before going into vending. “With my business background, I never had a problem going into my bank and selling myself. In fact, when banks started giving lines of credit, the manager came over [to my office] and said, ‘I want you to have this because you run your business properly.’ ”


Quality Snacks Start-Up Expenses


Below is the start-up expenses statement for our hypothetical snack food operator, Quality Snacks. 



	
Expense 
	
Cost 



	Advertising/marketing
	$1,200.00



	Freight/shipping costs
	$949.00



	Insurance
	$1,100.00



	Inventory
	$6,200.00



	Licenses and fees
	$300.00



	Office equipment/supplies (from Chapter 7)
	$3,041.00



	Postage & mailing
	$90.00



	Professional fees: accounting/attorney
	$700.00



	*Rent or mortgage payment
	$360.00



	(first two months’ 15% of total mortgage payment)
	



	Subscriptions/dues
	$100.00



	Telephone (first two months’ phone bills + installation)
	$365.00



	*Utilities (first two months’ utilities)
	$50.00



	Vehicle lease
	$500.00



	Vending equipment (from Chapter 8)
	$73,960.00



	Other miscellaneous expenses
	$3,000.00



	
Total Start-Up Costs 
	
$91,915.00 



	Owner’s contribution
	$61,915.00



	Financing required
	$30,000.00


	
* Indicates a percentage of the overall home expense for these areas, as used for business. 









Start-Up Expenses Worksheet


Here’s a handy guide for figuring the start-up costs for your business. For a ready-made worksheet, photocopy this page before you begin. To make your calculating even easier, come back to this form after you’ve completed the supporting worksheets in the related chapters and reviewed the helpful tips in the book sections covering line items such as marketing, insurance, and the like. For start-up purposes, you can estimate at least a couple of months for monthly expenses to make sure you are covered. 



	
Expense 
	
Cost 



	Advertising/marketing
	



	Freight & shipping costs
	



	Insurance
	



	Inventory (from Chapter 9)
	



	Licenses and fees
	



	Office equipment and supplies (from Chapter 7)
	



	Postage
	



	Professional fees (CPA & attorney fees)
	



	*Rent or mortgage payments
	



	Subscriptions/dues
	



	*Telephone
	



	*Utilities
	



	Vehicle lease
	



	Vending equipment (from Chapter 8)
	



	
Subtotal 
	



	Other miscellaneous expenses
	



	(add roughly 10 percent of the subtotal)
	



	
Total Start-Up Costs 
	



	Owner’s contribution
	



	Financing required (vendors)
	



	
*use a percentage of your home payment if using a home office 
	









In the case of a business such as Quality Snacks, the owner is putting up a large percentage of the money himself. Not unlike buying a home, the more you can put up yourself, the easier it is to secure a loan. Lenders see that you are also taking a financial risk.

The Small Business Administration is a great place to go for business loans. They do not actually provide the money, but can secure the business loan.

Some vending business owners start small with the express purpose of taking smaller loans and paying them back promptly. Such a record of paying on time can help build your credit rating. Prior to seeking a loan, you should check with the major credit bureaus:
• Equifax. (800)685-1111, PO Box 740241, Atlanta, GA 30374, www.equifax.com 

• Experian. (888)397-3742, PO Box 2002, Allen, TX 75013, www.experian.com 

• TransUnion. (800)888-4213, PO Box 2000, Chester, PA 19022, www.transunion.com 





Do this once, since the loan officers will also inquire and the more your credit ratings are checked, the more suspicious it can appear to lenders.


Your Distributor Can Help 

If you’re an unknown quantity at the bank, don’t conclude you’re out of luck. Instead, talk to your equipment distributor.

“Typically, a piece of equipment will be financed for two years,” notes Vince Gumma of American Vending Sales in Chicago. “The average payment is $165 a month.” If you’re lacking capital to make a down payment but your business plan looks viable, you may be granted financing with a large final payment at the end of the financing period. In such cases, the last payment is often 10 to 20 percent of the total amount you’re borrowing.

Of course, your best bet for winning the approval of your distributor’s financing company is still to have collateral of your own to offer, such as equity in your home.

By making regular payments to distributors and showing that you are running the business on a small scale, you can also enhance your credit rating—make sure the distributor reports your prompt payments to the credit bureaus.


Personal Loans 

If you are lucky, you might find an angel investor, someone who is wealthy, believes in your business plan (and your ability to run the business), and is willing to take a chance on you. Of course, as is the case with any loan, you’ll need everything in writing, with an attorney to look over the agreement. It’s important for any type of individual investor to determine what he or she is looking for from the investment. When do they expect to see some returns on their investment? Do they want to be involved in the business or are they silent investors? Make sure all stipulations are ironed out in advance—this includes borrowing from friends and family. Many personal relationships have been strained or obliterated because of business dealings—know with whom you are dealing, especially when money becomes involved. Be forewarned.


Underfunding Undertow 

Regardless of your source of cash, the most important thing when it comes to financing a business is having enough. Many a former business owner would be a successful entrepreneur today if he or she had not underestimated and underfinanced.

Those who do make it, despite being underfunded, generally would avoid making the same mistake twice. “Before [I went out and raised funds] I was using my own money,” recounts Baltimore pantyhose operator Janice M. In addition to income from her administrative assistant position, the single mother of three was also maxing out her credit cards. “I was going through getting my gas and my electricity shut off. But I just tried to stay focused to get done what I wanted to do.”

Soon after her finances hit bottom, Janice began looking for private investors. “Most of them were working people,” says Janice, some of whom generously gave as little as $25. “One man saw me making something happen and gave me $5,000.” In all, the vending innovator raised $14,000, which helped carry her through her busi ness’ second and third years. “Later I also went to the Women Entrepreneurs of Baltimore [a nonprofit business development group she belonged to] and they gave me $1,000.”
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Taking advantage of those incessant credit card solicitations you receive in the mail can provide you with some financing flexibility, but don’t go hog wild. Banks and other financing sources often shy away from people with the potential to run up excessive credit card debt. Limit yourself to four or five credit cards and stay out of debt if you want to maintain a good credit rating.



While it worked for Janice, it is typically not advisable to take money from all sorts of people unless you keep very good records of where you are getting personal loans. You open yourself up to too many cooks telling you how to run your business and too many people complaining if you do not follow their advice, which equals many headaches.


Quality Snacks Projected Operating Budget


Below is the projected operating budget for the first year of operation of our snack food operator, Quality Snacks. 



	
Income 
	



	Machine sales
	$126,200.00



	Other income
	0



	
	
Total Annual Income 
	
$126,200.00 



	
Expenses 
	



	Advertising/marketing
	$3,000.00



	Commissions
	$11,520.00



	CPA/accounting
	$2,000.00



	
Depreciation 
	



	
	Office equipment/supplies
	$4,200.00



	
	Vehicles
	0



	
	Vendors
	$4,608.00



	Insurance
	$2,200.00



	Licenses and fees
	$600.00



	Rent
	$2,160.00



	Repairs/maintenance
	$640.00



	Telephone
	$1,400.00



	Utilities
	$300.00



	Payroll
	0



	
Product expenses 
	



	
	Cost of goods sold
	$57,600.00



	
	Product loss
	$2,400.00



	Professional services (including contract)
	$800.00



	Sales/use taxes
	$9,216.00



	Subscriptions/dues
	$270.00



	Travel, meals, entertainment
	0



	
Vehicle expenses 
	



	
	Lease payments
	$6,000.00 $3,000.00



	
	Maintenance and repair
	



	
Vending equipment expenses 
	



	
	Machine loans (5 machines)
	$9,900.00



	
	Parts and repairs
	$230.00



	
	Storage
	0



	
	Delivery/moving/freight
	$1,200.00



	Travel
	$500.00



	Other miscellaneous expenses
	$309.00



	
	
Total Annual Expenses 
	
$121,844.00 



	
	Net annual profit (loss) before taxes
	$4,356.00



	
	Income tax (estimated)
	$388.48



	
	
Net Annual Profit (Loss) after Taxes 
	
$3,967.48 



	
	
(roughly 3.5% of your sales) 
	





 



 



 



 



Now, you may be wondering why you would want to work so hard for such small profit. Like any business, this business will take three to five years to grow. As you establish yourself in the marketplace, sales will (hopefully) increase at a faster rate than expenses. Some of your start-up expenses, such as setting up your office, will not return every year—except for a new item here or there.




Projected Operating Budget Worksheet


Here’s a handy guide for figuring your projected operating budget for your first year in business. The easiest way to crunch the numbers is to use the data entered on the one-month “Income and Expense Statement Worksheet” in Chapter 15 and multiply each line item by 12. 



	
Income 
	



	Machine sales
	



	Other income
	



	
	
Total Annual Income 
	



	
Expenses 
	



	Advertising/marketing
	



	Bank service charges
	



	Commissions
	



	CPA/accounting
	



	
Depreciation 
	



	
	Office equipment/furnishings
	



	
	Vehicles
	



	
	Vending machines
	



	Insurance
	



	Licenses and fees
	



	
Office expenses 
	



	
	Equipment/furnishings
	



	
	Office supplies
	



	
	Rent
	



	
	Repairs/maintenance
	



	
	Telephone
	



	
	Utilities
	



	
Payroll 
	



	
	Salaries/wages
	



	
	Benefits
	



	
	Payroll taxes
	



	
	Workers’ comp
	



	
Product expenses 
	



	
	Cost of goods sold
	



	
	Product loss
	



	Professional services (including contract)
	



	Sales/use taxes
	



	Subscriptions/dues
	



	Travel, meals, entertainment
	



	
Vehicle expenses 
	



	
	Vehicle purchases
	



	
	Lease payments
	



	
	Loan payments—principal
	



	
	Loan payments—interest
	



	
	Maintenance and repair
	



	
Vending equipment expenses 
	



	
	Machine purchases
	



	
	Lease payments
	



	
	Loan payments—principal
	



	
	Loan payments—interest
	



	
	Parts and repairs
	



	
	Storage
	



	
	Delivery/moving/freight
	



	Other miscellaneous expenses
	



	
	
Total Annual Expenses 
	



	
	Net annual profit (loss) before taxes
	



	
	Income tax (estimated)
	



	
	
Net Annual Profit (Loss) after Taxes 
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Office, Sweet Office



It’s no secret—vending success requires being out and about. The more vendors you own, the more money you make. It’s as simple as that.

 



Therefore, getting to (and working in) the office is downtime. Swanky digs are irrelevant because your customers visit your machines and not you. Therefore, even if you grow to be  a multimillion-dollar operation, you’ll rarely, if ever, entertain clients on-site. Thus, vending always has been, and probably always will be, a perfect business to start in your home.




The Home Front 

Not only do most vending businesses begin as homebased, but successful entrepreneurs stress the cost advantages of an in-home location. “What people don’t realize [about vending] is that all you get to keep is a half-cent of every dollar you make,” says full-line operator Becky P. “If you’re extremely successful, you might make one or two cents. Working out of the house was a godsend for us. When you’re struggling, trying to cover overhead rent [in addition to your mortgage or apartment payments] is very difficult. Having a homebased business helps tremendously by keeping overhead down.”

Of course, at some point, you may outgrow your in-home setup. In the event that you are getting into the vending industry by purchasing an existing outfit, maybe a home office is already out of the question. But no matter where your office is located, here are some tips on getting it appointed.


Homebased Basics 

Since so few vending activities are desk-centric, you need not worry about devoting a great deal of space to your home office. A corner of your kitchen is typically just as viable as a finished room over your garage. However, the quiet room over the garage may be preferable.

What is important is finding a location where you can make your administrative minutes count. Sharing the living room with your children’s Nintendo game or 101 Dalmatians video won’t encourage productivity or produce sounds you want clients to hear in the background. If you have an active family, look for a quiet zone, like a corner of your bedroom, which allows you to step inside and shut the door.

“When I go in my office, my kids know I’m in there to work,” says Baltimore operator Janice M., a single mother of three. “When I go in and close the door, I really feel like I’ve stepped into the office. When I leave it, I can go into another part of my house and really feel like I’m at home. I think that’s really essential. You have to find a place to go that you consider your office space.”


Decking It Out 

Furnish your office with the basics—a desk and a chair. You’re not impressing clients, and you won’t spend hours on your fanny, so whatever’s functional and comfortable will typically do. Functional means sturdy enough to support a computer and roomy enough so that you can do your paperwork. A secondhand desk may be easy to find. A few scratches or dents shouldn’t matter, since this is for work purposes and  not for clients to see. Therefore, ask around and see if you know anyone getting rid of a desk—or check out garage sales. One Westchester, New York, woman who does the accounting for operators found a desk in very good condition at a local garage sale for $10. Someone simply needed to get rid of it. While skimping on a chair seems like a good way to save money—using the folding chair in the garage, for example—you will spend enough time at your desk to feel the back and neck pains if you don’t have a desk chair. Doctor bills will cost more than splurging for a decent office chair, so consider the repercussions of not having a chair that is at the right height for you or is not built for office use. Again, look for something secondhand since appearance doesn’t matter.

Paperwork storage is next. Resurrecting a rusty file cabinet stashed in your basement or the corner of a pawn shop is one option. Cardboard file boxes from the local office superstore is another. You won’t be drowning in paperwork, but you will need a home for client contracts, route cards, utility bills, inventory invoices, and the like.


I’m on the Phone 

You should have at least one phone line dedicated to your business. This eliminates calls from family members and your kids’ friends during your work day. Check with local providers and get the best rates you can on a phone and on installation. You do not need an elaborate phone. Answering machines are inexpensive, so make sure you have one that handles your incoming business calls while you are out servicing your route. The other option is a voice-mail service. If you choose the answering machine route over voice-mail system, heed this advice: Know the limits of your system. Check messages often and once you have them written down, erase old messages to ensure there is plenty of room for new messages.


Wireless Wonders 

Why wireless? “I have to be the sales team and the marketing team and everything,” explains Janice M. “Even though I have an office, I’m never really in one spot. I want people to be able to [reach] me.”

Cell phones can be an operator’s best friend, minimizing the impact of mechanical malfunctions. “Today’s machines are so computerized that the manufacturer’s technicians ask you to punch in things to get a readout of what is wrong—motor error, solenoid error, etc.,” says Becky P. “But you have to be standing at that machine with the capability to punch stuff in.”

Cell phones are a must if you want to stay competitive in business today. If a competitor can be reached immediately to come and fix a malfunctioning machine, but you cannot be reached as easily, whom do you think the client is going to want to work with?

Look for a good deal. You probably won’t need hundreds of minutes because most of your cell phone calls should be short and to the point. Hint: Don’t waste money chatting on your cell phone. Use it for business purposes and recharge it regularly.


Computers 

There are very few people doing business today without a computer and an internet hookup. Unless you are running a very small part-time business, you need to stay up to date with technology if you want to succeed in a competitive industry like vending.

According to 20-year operating veteran Wayne D., getting a computer was the most important factor in his business’ success. “At the time, we didn’t really understand the impact it had or the ability it gave to manage your business so much better.”

Janice M. agrees. “Before I started using a computer, I found myself constantly reordering things that weren’t selling.” In addition to straightening out her inventory, the computer also allowed Janice to produce her own stationery, market research surveys, contracts, customer feedback forms, and even colorful sales presentations.

In short, a computer will pay for itself in the long run. Internet service is inexpensive and will keep you in touch with the ever growing and changing industry. You will find yourself ordering business forms, finding distributors, discovering new innovations in machinery, and connecting with a very expansive vending universe once you start searching the vending industry on the internet. To connect, you will want to have cable access, which is also known as “broadband.” The other option of internet connection is a dial-up modem through a phone line—this is not practical unless you get yet another phone line since you do not want to tie up your business phone. It is also slower than broadband. Remember, all of this is deductible as business expenses, since you are using this for your company.

Keep in mind that you do not need the latest and greatest computer. You can usually buy last year’s hottest new model for less money since dealers want to move them out to put the new ones in. A desktop with a monitor and keyboard can be had for under $700—shop around. It is a good idea, however, to buy a computer from a known entity (such as Best Buy, PC Richard, Comp USA, or directly from a manufacturer such as Dell or Apple) because you want the warranty and the technical support when things do not work as they are supposed to work. Just as you will be called upon to repair a machine in a hurry, you’ll want to have someone to call to help you in a hurry with a computer repair need.
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Smart Tip

If your office is a portion of a room, it’s still easy to document business-use square footage for the IRS. Place several yardsticks or tape measures on the floor to delineate the area. Be conservative. Then, take close-up photographs of the space with the yardsticks in view, as well as some 360-degree shots of the entire room.




Peripherals 

Peripherals are all of the other items around the computer. You will need a printer. For $100 or less you can buy a printer that will give you headaches. For $200, you can buy a printer that will handle your business needs until you outgrow your home office. Since nearly every business and household has a printer, ask friends, family, business associates, and others for a recommendation of a good printer. A laser printer is faster than an inkjet and since you are primarily printing out business forms quickly, you will probably opt for a laser. Again, ask around and look online for some good deals. Printers typically double as copiers. You can buy one that does triple duty as a fax machine too, but it may be more trouble than it’s worth—since many of the “threein-one combos” (printer/fax/scanners) do not work as well as dedicated individual components. Fax machines, like all technology, run the gamut from $100 to $1,000 plus. For $100 (or less) you can find a plain paper fax machine that can handle the load. You may think that using a nearby storefront that has a fax machine is better than buying your own fax machine—however, you will spend that same $100 very quickly since such places tend to overcharge significantly for a simple fax transmission. Rather than getting a separate fax line, you can also have your business line or your home line double as a fax line by leaving a message instructing people how to send a fax. By asking for fax transmissions only at certain times of day, you can keep your business phone line open. Or check with your phone company as some offer something called “distinctive ring” where you have a separate fax number to hand out to people that rings differently from your normal line so you know not to answer it.
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Dollar Stretcher

Because most homebased vending operations aren’t fax-intensive, your business line can double as your fax line in the beginning. To keep your business line free, you could use your home line for faxes and make it known that faxes must be during certain time frames—such as mornings, when the kids are in school and your spouse is either at his or her job or working along with you, but not on personal calls.




Stashing Your Stuff 

But what about storage? After all, vending is an inventory-intensive business. What do you do with your products before you load them into your vehicle?

In the past, a homebased vending business required a garage or other significant warehousing space. However, vending today is increasingly a “just-in-time” industry.

“We have a cash-and-carry service where operators come in and shop just as in a grocery store,” asserts John Ochi of Vernon Hills, Illinois-based Five Star Distributors. “Then you don’t require a warehouse—you use our warehouse. A number of operators who use our cash-and-carry service are not only in vending full time, they even have one or two employees.”


Back Up Your Data


Back up your data from your computer onto a CD every single day. It only takes a few minutes, but it should become part of your daily routine, like brushing your teeth. This way, the worst that can happen is you lose a day’s worth of data. Many business owners have spent numerous hours trying to salvage their business data after their computer system went awry. While computers are extremely useful for storing data, streamlining your business and connecting you to the internet, they can, and do, go down or get viruses and you can lose information. Backing up your data daily will prevent you from a disaster—it’s very important. In fact, many businesses keep copies of their database off-site, meaning they store a copy in another location. Companies affected by Hurricane Katrina, for example, were able to resume their business transactions by having such data saved in other, remote locations away from the area. In some cases they e-mailed data to a secure server, while in other cases, they simply copied data to a CD and kept copies at a location away from their place of business.



For compact products, such pantyhose, a closet (or even part of one) is enough for inventory. Then your only issue is vendors. With life expectancies rising and more seniors staying in their homes, ferreting out storage space doesn’t necessarily mean turning to a friend. Seniors on fixed incomes are often happy to rent space in their garages, basements, or spare bedrooms. Visit a luncheon at your senior center or post a notice through your place of worship to find empty-nesters with room to share. A local self-storage facility—if it is inexpensive—is another option, since there are numerous facilities now available.


Taxing Advantages 

Home offices also present operators with important tax advantages. Just as the IRS permits businesses to write off the cost of an office located in a commercial property, it also allows deductions for maintaining one at home. The amount you may deduct is based on what portion of your home you use as an income-generating office. Let’s say you turn a 12-foot-by-12 foot spare bedroom into an office. That means that you are using 144 square feet of space for business purposes. If the total finished area of your home is 960 square feet, then your business portion is 15 percent. Thus, you may deduct 15 percent of your rent, utilities, repairs, maintenance (including cleaning!), and various other incidentals as business expenses.

What’s the catch? The portion you deduct must be exclusively used for business. The same goes for a separate structure, such as a garage, and storage space, such as closets. 


The same holds true for your car or van. You can take off the percentage of miles that you drive your vehicle for business. Therefore, if you drive 10,000 miles in a year, and 3,000 of them are for business, you can claim 3,000 miles at whatever the current IRS mileage gas reimbursement rate is at that time.

Does this mean you can’t deduct a nook in the kitchen or the closet full of inventory in the hall? Not exactly. You may not include any part of your kitchen (or the closet) used for nonbusiness activities (even if your dining table doubles as your coin counting area). However, if the nook is only used for your business, you may use its square footage to figure the portion of your home used exclusively as an office. Determine your home business usage carefully.
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Beware!

For most of us, it’s tempting to blow off establishing a filing system. Even a few folders grouped broadly by category, such as “income,” “credit card bills,” “equipment invoices,” and “inventory expenses” save you from hours of productivity-robbing headaches at tax time. There are plenty of software programs available as well that can be easily used to provide you with electronic filing systems.




Counting Coins 

Depending on the size of your operation and the type of products you vend, you may need a coin or currency counter. Typically, you can buy a good one for $500. Of course, as with most items today, the more features the higher the price. You can find currency counters for $300 or $1,500. Since far more machines today are accepting dollar bills, you may also look to buy a bill counter, which will also run you a few hundred dollars.

If you are doing your own counting, it’s advisable to get a calculator with a tape so that you can look back and find any discrepancies.
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Dollar Stretcher

Never limit yourself to buying only at office superstores. Discount department stores offer budget office furnishings, and sometimes you will pay less than you would have at your local superstore. You can also purchase items online. Just be careful with technology, since you will want to have tech support.




Going Commercial 

Although it’s likely your homebased office will fit perfectly for years and years, every rule has its exceptions. If you’re one of them, you’ll have to go commercial.

A multiplex office/warehouse facility is a good choice. “We’re very pleased here,” says Becky P. “We have about 2,100 square feet, office and warehouse combined. We lease the space, and it costs us about $1,400 a month.”


Computer System Checklist

Use this handy checklist when you go computer shopping.

Essential Hardware

What should you look for in a computer system? Here are some minimum requirements you should check for:
❑ Pentium IV-class processor

❑ Current version of Microsoft Windows

❑ 512MB RAM

❑ 80GB to 120GB hard drive

❑ CD-ROM drive (32X or faster)

❑ Broadband connection

❑ A 17” monitor

❑ CD-RW1 drive






Essential Accessories 
❑ Surge protector (protects you against a power outage wiping out the files you are working on). You can also opt for a UPS (uninterruptible power supply), which is better than a surge protector—it works like a short-term backup generator for the computer.

❑ Printer/copier
❑ Optional hardware (in order of importance)

❑ Sound card (PCs have minimal sound builtin, but without a sound card, output is limited)

❑ Speakers










Essential Software 
❑ Windows (current version)

❑ QuickBooks (or similar novice-friendly accounting software)

❑ Antivirus (very, very important)

❑ Internet browser







Of course, before leasing any space, look at the lease carefully and review it with your attorney. Consider the terms of the lease carefully and make sure you understand the fine print.

You may consider leasing a space larger than your current needs. This will allow you to sublease the additional space until the time comes that your business has grown and you have taken on employees to fill the additional square footage. Of course, your lease has to have the provision that you can sublease so make sure it is in the lease or ask about having it included.

If you purchase an operation that is already in a building, there is still an overheadabatement option, according to Hendersonville, Tennessee, full-line operator B.J. S. “I own the building, personally, and the business rents it from me,” explains the operator. “That way, you can set the rent and hopefully build up some of your personal wealth.”

No matter where you set up your office, remember the old saying about all work and no play. Eating doughnuts on Thursdays and playing your favorite CDs are great personal perks to motivate yourself whether you’re in home or out.


Industry-Specific Software


There are several vending software programs that can make your life easier. Most are very simple to learn. Among the possibilities are:
❍ Vendsoft, a Windows software program, that includes inventory and accounting systems, location and machine tracking, as well as route scheduling and processing and more. You can download a free trial at www.vendsoft.com.

❍ Vending Essentials Premiere, from Soft Essentials, is an all-in-one software package that includes accounting, inventory control, route scheduling, product rankings, sales taxes and commissions, and other features. You’ll find more details at www.softessentials.com.

❍ Super Route Manager, from Premier Data Software, has an onscreen menu that allows you to easily select between Route Collection, Inventory Management, Route Management, and other possibilities. You can analyze sales data from each location and even print reports. For details, go to www.premierdatasoftware.com and go to Route Management Solutions.

❍ Chef Vending, from Palo Alto Software, is a sample business plan that you can use as a model, or template. The plan details all aspects of a business plan and provides you with the essentials for your business plan. You can see a sample of the Chef Vending plan, or purchase the business plan software at www.paloalto.com.








Office Equipment Expenses


To help you budget, here are furnishing, equipment, and supply costs for Quality Snacks, our fictitious vending company. 



	Desk
	$80



	Desk chair
	$120



	File boxes
	$10



	File cabinet
	$30



	Phone
	$50



	Answering machine
	$30



	Cellular telephone
	$50



	Calculator with tape
	$25



	Coin/currency counter
	$950



	Rolodex
	$5



	Stapler
	$7



	CD-RW disks (10)
	$30



	All-in-one printer/fax/copier/scanner
	$199



	Computer (including monitor and keyboard)
	$920



	UPS (backup power supply)
	$90



	Business/marketing software
	$250



	Coin wrappers
	$10



	Envelopes, plain #10 (box)
	$10



	Paper, computer/fax/copier (box)
	$20



	Stationery, blank (to create letterhead, etc.)
	$35



	Miscellaneous office supplies
	$130



	
Total Expenditures 
	
$3,051 











Office Equipment Worksheet

Here’s a handy shopping guide for equipping your office. Although it’s designed with the homebased operator in mind, you’ll need the same gear if you’re in commercial quarters.

No, you won’t need everything on the list—however, you should consider each item and determine how you will handle the various categories—office furniture, technical equipment, office supplies, telephone system, and so on.


You may consider photocopying this page before you begin. Then, when you’re finished shopping, total up the costs to give yourself a head start on the “Start-Up Expenses Worksheet” in Chapter 6. 



	Desk
	



	Desk chair
	



	Folding table
	



	File boxes
	



	File cabinet
	



	Phone (landline)
	



	Cell phone
	



	Answering machine or pager
	



	Adding machine or calculator with tape
	



	Coin/currency counter—professional-grade
	



	Coin counter and/or bill counter
	



	Coin sorter tray, manual
	



	Ledger book
	



	Rolodex
	



	Stapler
	



	Computer system
	



	CD-RW disks
	



	All-in-one printer/fax/copier/scanner
	



	UPS (uninterruptible power supply)
	



	
Business/marketing software: 
	



	
	Antivirus
	



	
	Small-business accounting
	



	
	Office suite (word processor, spreadsheet,
	



	
	desktop publisher)
	



	
	Vending specific software program(s)
	



	Internet browser
	



	Coin wrappers
	



	Paper, computer/fax/copier
	



	Stationery, blank (to create letterhead, etc.)
	



	Office Paper
	



	Envelopes
	



	Business cards
	



	Stationery, designed and printed at printer
	



	Miscellaneous office supplies
	



	
Total Expenses 
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Your Vendors and Your Wheels



“Whew,” you may be thinking,“we’re finally getting to what I wanted to know about in the first place.”

As we have said before, vending is a unique form of retailing. Products are sold directly to customers, but there’s no sales person or server presenting offerings with a smile. Nor is there a swanky showroom or cool color catalog to make  a good first impression. While you can economize in your home office, you must think of your vendors as your mechanical sales force. This chapter will tell you what you need to know to help you assemble a winning team of vending machines. It will also provide some direction on what kind of transportation you’ll need to keep your vending business moving forward.
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Automat Axioms 

There are numerous types of vending machines available, some of which offer a wide variety of products, while others carry only a few. Some sport glass fronts, allowing you to see the products within, while others show logos or even simply display  words like “coffee, black.” The latest in vending machines now have digital LCD screens promoting products within.

Whether or not you can see what’s inside, the “guts” of all machines work similarly. Products are all neatly compartmentalized with a button or a number that corresponds to the product’s location. Once that location, or “column,” is empty, nothing else will be dispensed from that compartment.

For example, inside a machine that carries cola, root beer, and lemonade, there’s not a central area from which the unit grabs a root beer when the “root beer” button is pushed. Only the column(s) stocked with root beer dispense(s) that item. In addition, columns can have different capacities, which allows you to place the most popular items in the columns with greatest capacity.

Another important nuance is overall size. Two units standing next to each other may appear to hold the same amount of merchandise. However, one may actually contain half as much as the other machine.

Typically, when you think of vending machines, you initially start focusing on the big beverage and/or snack machines. However, there are also small gum machines, and little machines for stamps, stickers, tiny toys, and small- to mid-sized machines serving up espresso or cappuccino. From candy to condoms, vending machines handle an enormous array of products and the machines come in all sizes.




New vs. Used 

In addition to selecting vendor type and capacity, you’ll have to decide on new or used equipment. The answer to “What’s the best?” isn’t cast in stone. This will depend on how many machines you are looking to buy, from where you are purchasing them, where you will be placing them, and how much of a budget you have. The reality is that a $1.00 soda can be dispensed from a new or an older vending machine. If, however, you’ve spent only $1,500 on the used machine, rather than $3,000 on the new machine, you’ll recoup your money more quickly and be earning money sooner.

While some newer machines have advantages, many of the older machines last a long time. Of course, you need to learn about what constitutes a good, quality machine and this comes from talking with people in the industry and reading the trade papers. “There are a few machines that last forever, like Dixie Narco, which is the Cadillac of vending,” says Beverly Bowers. “It will last 40 years. You can buy a used one for $500, put on a new front, paint the machine, and it looks brand new,” adds Bev, who also recommends going to the NAMA equipment reports or looking through Automatic Merchandiser or Vending Times. “They let you know which are the better machines to invest in. It’s much like buying a car; you want to know which is the superior model that will last longer and give you the least trouble. When I was a vending operator, we had 450 machines out there in locations and another 200 machines in the warehouse for sale or to be refurbished. Local vendors bought from us,” explains Bev, who was all  for operators helping one another. Sometimes, it pays to talk with some of the larger vending outfits who may have the equipment you need to start out.

Attracting and retaining accounts are two arguments for new. “We buy new equipment because you know what you’re getting,” says Hendersonville, Tennessee, full-line operator B.J. S. “The [client] is happy to get new equipment, too.”

From his vantage point as a product distributor, John Ochi of Vernon Hills, Illinois-based Five Star Distributors observes, “Most people who enter the food businesses buy used. But if you’re launching a business where you have an ‘in’ at a certain facility, such as a software company, you may need what new technology has to offer to satisfy your client and your customers.”

Expect to shell out between $1,000 and $7,000 for new food-related machines. For purposes of calculating start-up costs, the average is about $3,500.

One of the key factors is who will be seeing the machine. Remember, placement is important. In a warehouse factory lunchroom, the customers may not be at all concerned about the appearance of the soda machine—as long as it works. In a college student union building, however, you might want an eye-catching state-of-the-art machine since the students are used to the latest in high-tech gadgets.

You also need to consider how skillful you are at repairs. If you have no clue how to repair a machine, you may want to get newer models complete with the manuals and tech support.




Opting for Preowned 

As many advantages as there are to new equipment, operators and experts say there are still plenty of reasons to invest in old.
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Beware!

If you’re purchasing used equipment, look for a small plaque with a serial number and date of manufacture. Without these items, it’s impossible to tell just how old a machine is and, therefore, the difficulty of finding parts, likelihood for downtime, etc., warns full-line veteran Becky P. “If the plaque’s not there, buyer beware.”



“For a 50-person location, there are properly refurbished machines that are beautiful,” comments food vendor Becky P. “But just like when you buy a used car and take it to a mechanic, I’d have someone come look at used machines first. I’d rather spend $50 or $75 to get a technician’s opinion than spend $10,000 on vendors that don’t work.” If a machine is new enough, it won’t even need to be refurbished. In this case, you can get deals by purchasing them from other operators. “Lots of times, you can get good deals on machines from people getting out of the business,” Becky explains. “You can find fliers for them in your cash and carries, such as Costco, Sam’s Club, or even a vending products distributor.” 



Practice in Your Own Space


Just as you don’t start learning to play golf at a crowded country club with hordes of people waiting for you to take every shot, you don’t start learning how to repair, or even fill, a vending machine, at a client’s location.

“Once you get the machine, if you’re not familiar with it, you should set it up in your garage or wherever you have it delivered. Set it up, plug it in, and test it out,” explains Beverly Bowers, owner of Blue Moose Locators and former vending business operator for 18 years. “There’s nothing worse than having a good location and showing up there and training yourself on-site, that really upsets people,” adds Beverly.

You should know how to fill the machine—which isn’t always as easy as it looks—how to do some basic repairs, how to collect the money, and so on.

Usually with the smaller machines there’s a manual, so that you can practice with the manual in hand. When you get into the larger machines, you can read the manual but also you will usually find an 800 number with technical support, and they will walk you through the process. You don’t want to be doing this from someone’s site, so practicing in your own location is very important.



In food vending, one way to use pre-owned equipment effectively is in situations Gumma refers to as “overequipped.” “For example, maybe you’re putting a bank of machines in the break room, but the vice president wants a coffee machine outside his office. In this case, I’d recommend putting a used piece near the VP.”

Another key is location profitability. “If the difference in making a location profitable is used instead of new, I’d say you shouldn’t be in that location in the first place,” asserts Gumma. “If you’re that close to the margin, service costs and overhead can quickly make you unprofitable.”

One of the positives of the rapid advancements in new technology is that some of the “older” machines really aren’t that old. Just as new computers come out each year, or new cars for that matter (with new features), the previous models are still rather new and impressive. If you can buy used machines from a couple of years ago, you may be buying a barely used vendor with “low mileage” and perfectly working parts.

It is recommended that if you decide that preowned machines are right for you, insist on paying no more than 60 percent of what similar new models cost.




To Change or Not to Change 

The vagaries of bill acceptors bring up an important point. For food operators planning to serve locations with more than 100 employees, or for any size location that includes refrigerated food, relying on a dollar bill acceptor isn’t enough.

“If you spend any time in a break room, at some point you’ll see somebody with a dollar bill who keeps feeding it into the machine and it doesn’t want to take it,” states Becky P. “And after the third try they walk out to the door to the catering truck—what does that tell you?

“You don’t ever want to lose a sale,” she continues. “We do have dollar bill acceptors on everything, but if you have a nasty bill, the ones in the machines aren’t as sophisticated as the ones in the [free-standing] changers.” Therefore, Becky outfits her lunchroom machines with bill acceptors as well as bill and coin changer units that are free-standing.

For food vending machines, a bill acceptor adds approximately $750 to the cost. Free-standing changers average $2,000.

It’s almost impossible today not to have a bill acceptor on a vending machine. You’ll lose sales from everyone who is not carrying change, and many people carry minimal change in their pockets. A changer is an option, but presents a two-step process. It also costs more to have a change machine at every location. Therefore, accepting bills has become so commonplace that customers have come to expect that option. When buying previously owned machines, this is a major deal maker—or breaker. In some cases, this is the part of the machine that has been refurbished for that very reason—to work more effectively. Make sure you evaluate the bill acceptor, and that it works well.




The Right Machine for the Right Location 

Veterans in the business can tell you why a specific machine is better for a specific location—not from a product standpoint, but from strictly a machine standpoint.

You will need to consider:
• The size of the location,

• The number of potential customers and the demographics of the customers,

• How large or small a machine you should place in that area,

• How often you can restock that machine,

• The other available choices for customers, such as a Starbucks down the street or an employee cafeteria.





Putting the right size machine in the right place is something that takes time to learn—in fact, professional location businesses can be a big help in solving what can be a dilemma. However, you need to make sure whomever you choose to help you find locations are trustworthy and experts in the field. There are some companies that will find you locations that are not worth having.
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1. Would you purchase pantyhose from a vending machine if available at
yourlocation? Why or why not?

2. What price would you expect to pay for them?

3. What colors would you choose (white, black, gray, navy, etc)? What sizes
(small, medium, tall, full-figure, etc)?

4. Would you purchase products from our catalog through the mail? Why or
why not?

5. What age range are you in? 18-24, 25-36, 37-45, 46 and up?

Any additional comments

We would like to take this time to say thank you.
For a free sample of our products, please send your request to
A1 Vending Machines
PO. Box 0101
Baltimore, MD 21205
Or call us at: (123) 4567890
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