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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


When I was working on this book, several people told me that they had considered opening a self-service laundry. “It seems like such an easy business,” they said. “You just set out the machines and people drop money into them.”

If you open a laundry with that attitude, I chided them, you can be sure your business will fail.

Running a laundry is like owning a café—customers will spend a good chunk of their days in your store, and they want to feel comfortable. If you or your staff welcome them,  answer their questions cheerfully, listen to their life stories, they’ll come back. When you decorate the store, keep it clean and the machines in working order, so that customers will bring their clothes to your laundry rather than the dingy place around the corner.

In short, the more effort you put into your laundry business, the more you’ll get out of it, financially and personally. And that’s where this book comes in: It’ll help you get the most from your venture.

Perhaps most importantly, you’ll learn how to research a location to see whether your business will sink or swim. You’ll need to know, for example, whether the people who live near the store are likely to use laundries, or if most of them have washers in their homes. You’ll discover when it’s best to buy an existing laundry and when it makes more sense to build a new one. And you’ll learn how to determine the value of a laundry for sale.

When you’ve found a location, this book will help you find the right equipment. You’ll learn what the correct ratio of washers to dryers is and how to configure the machines so your customers can clean their clothes quickly and easily. This book will also give you some pointers for decorating your store in a way that draws customers. It includes ideas for extra services, such as a snack bar, Internet access, or a play area for kids.

In addition, you’ll discover the pros and cons of staffing a laundry. While attendants keep the store clean and help customers, their salaries add more costs, and supervising adds headaches. Should you decide to hire attendants, this book will give you pointers on finding employees and keeping them motivated.

This book will also help you attract new customers to your store through advertisements and promotions. You’ll hear from seasoned laundry owners about the marketing tactics that worked for them—and you’ll save money by avoiding those that didn’t.

Finally, you’ll learn how to keep track of your finances so you can squeeze as much profit as possible out of your business. You’ll know how to price your machines so you’re competitive but still earning a buck, and you’ll find out whether your employees justify their cost. You’ll also get some tips on tax deductions specific to laundries.

As comprehensive as this book is, it can’t tell you everything you need to know to start up a self-service laundry. A lot depends on your finances, your city and state, the competition in your area, the clientele, and your equipment. So I’ve included an appendix full of resources—including consultants, suppliers, associations, magazines, and manuals—to help you find answers to your questions.

Starting up a laundry business is a big commitment, emotionally and financially. You want to weigh your decisions as carefully as possible, consider all the options and be aware of potential downfalls. This book will help you do that.





1


The New Laundromat



The coin-operated laundry industry has undergone a revolution. No longer dingy, unsafe, boring places that customers must endure on a weekly basis, laundromats are becoming fun and attractive multiservice centers that customers enjoy visiting. “The industry is now getting a facelift,” says Brian Wallace, president and CEO of the Coin Laundry  Association, a national association for self-service laundry owners. “There’s a trend toward coin laundries being more comfortable for the customer.”

The newer laundries have snack bars, a place to drop off and pick up dry cleaning, and video games. Some of them don’t even use coins. Instead, customers use swipe cards that subtract the cost of the wash or dry, much like a phone card or debit card. Many laundry owners also employ attendants to keep an eye on the store and help customers use the equipment.

If you’re thinking about getting into the self-service laundry business, the first thing you need to have is a clear picture of the industry—where it has been and where it’s likely to go. In this chapter, we’ll take a look back at the history of laundromats, and we’ll discuss current industry trends as well as the market outlook. In short, we’ll give you the skinny on what you need to know before launching your own laundry business.




Laundromat Renaissance 

The coin-operated laundry industry is changing in response to several trends currently impacting the business. The first is that, for most of us, meeting the demands of work and our personal lives leads to a time crunch—there just aren’t enough hours in the day to accomplish everything we would like to. Laundry owners are capitalizing on this reality by offering their customers time-saving convenience in the form of wash-and-fold (drop-off service) and dry-cleaning service. Some are even picking up laundry from customers’ homes and delivering it back to them clean and folded.

In addition, owners have realized that they can maximize their profits by providing customers with access to multiple services. Since they’re paying a set amount of rent on their commercial spaces, they might as well use those spaces to its fullest potential. Many owners around the country are serving food, renting mailboxes, and offering free internet access. Because the new laundries are bigger than in the past—often 3,000 or 4,000 square feet—overhead is higher, and owners are looking for ways to cover the cost. These additional services demand little increase in overhead because the rent is already paid. Customers benefit by being able to use several services all in one convenient location.
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Bright Idea

If you have a friend who’s a manicurist, a palm reader, a masseur, or something else that could complement your business, ask if he or she wants to offer those services in your laundry. Your friend will benefit from the captive audience, and you may draw more business from people who want to get their nails done and their clothes washed at the same time.



Cindy Patel, who has owned Mountain Wash Laundry in Shelby, North Carolina, for a   year, says that she is opening a snack bar and a minimart in her laundry. “I have a big space, 6,000 square feet,” she says, “and this will help pay for it.”

Paul Partyka, editor of American Coin-Op, a magazine devoted to self-service laundries, says that Patel’s approach is the norm these days. “Trying to generate additional revenue per square foot has always been an issue,” he says. “But it’s even more so now with tighter competition and utility bills growing. Everybody wants to squeeze as much money as possible out of their spaces. Looking for an extra service that will work is always on their minds.”

Another trend laundry owners have recognized is that customers prefer to visit laundromats with more pleasant atmospheres. Many laundry owners are building kids’ centers, holding music concerts, giving away coffee, and hiring attendants who are friendly and helpful. “I don’t think we’ll ever cross that threshold into making laundry fun,” Wallace says, “but we’re making it more comfortable.”

Tom Leavitt, owner of Darcies Laundry in the Seattle area, opened three new stores, all of them near older, smaller laundries, most of which have since closed. Darcies offers customers a better deal: bigger stores with play areas for children and attendants on duty at all times. “Our stores are very convenient,” Leavitt says. “They’re clean, they have a friendly environment, and they have a lot of machines, so you can get in and out of there as fast as possible.”




The Good News 

As the population of the United States grows, the number of renters—your main market—is likely to grow, too. Other social phenomena, like the prevalence of two-income families, suggest that convenient services such as wash-and-fold will continue to grow in popularity as working parents have less time to attend to household chores like laundry.

According to a survey from the Coin Laundry Association, more than half of coin laundries offer wash-and-fold. “It’s by far the number-one extra service for laundries,” says Partyka. “It’s doing well.” Partyka also notes that even people with washers and dryers at home are using self-service laundries for the sake of convenience. With the regular capacity machines used in homes, it can take quite a lot of time to do load after load—and that’s where laundromats come in. “They just run over to the coin laundry, use a couple of the large machines and knock it off,” he says. In other words, although the majority of laundromat customers are low- to middle-income renters, some laundries are tapping into higher-income markets by offering convenience: wash-and-fold service and large machines.

In addition, office dress codes are growing increasingly less formal. And as more people wear casual clothing (which doesn’t require dry cleaning) to work and leave the nicer duds for special occasions, you may find that consumers will be making more trips to the laundromat.




The Bad News 

While the trends we’ve mentioned are favorable for entrepreneurs entering the laundry business, they don’t suggest that business is booming. The industry is what experts describe as a “mature market.” Save for areas that are seeing high population growth, pretty much every neighborhood that needs a laundry has one—or two or three that are competing vigorously. In some areas of the country, there are already too many laundromats.
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Fun Fact

One of the earliest washing machines was designed so that you could hook it up to the engine of a Model T Ford. If you didn’t have a Model T, you could still operate it by pumping with your hand or foot.



However, there is room for new laundry owners. Many get into the business by purchasing an existing laundry and renovating it. Some also find that they can build a new laundry in an area with competing laundries and thrive by offering a bigger store, more services and better customer relations. Another way to get into the business is to locate your store where there is the best potential need for a new laundry: in an area that’s experiencing population growth.

So as you consider getting into the laundry business, keep the words “mature market” in mind. Don’t buy a store just because it’s for sale or build a store just because you have a great idea for a new gimmick. You’ll need to be very careful to make sure there’s enough of a customer base to make your business thrive. You may be able to draw a little extra business from people who like using your store better because of its cleanliness  or from people who use your wash-and-fold service, but the core of your business will be people who just want to get their laundry done quickly and conveniently. If there are already enough laundromats in the neighborhood to serve their needs, they’re not as likely to patronize your store.


Dollars and Cents


According to American Coin-Op magazine, these are some typical prices that laundry owners charge for using the following equipment or services:
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	$1.50 per load
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	$2.00 per load



	
[image: 007] 35-pound front-load washer:
	$3.50 per load $3.50 per load
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	$0.25 per 10 minutes



	
[image: 009] Wash-and-fold:
	$0.90 per pound
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	$0.50 per box









Finally, you also need to consider that getting into the laundry business requires a large initial investment. The average-size laundromat will cost you in the neighborhood of $200,000 to $500,000—whether you choose to purchase an existing laundry or build one in a retail space.




The Annals of Laundromats 

Let’s step back for a minute to see how the self-service laundry industry got to where it is today. It all started with the first wringer washer, built in 1907. During the Depression, enterprising businesspeople started using wringer washers to operate public laundries. These businesses were originally drop-off services, where customers left their laundry to have someone wash it for them.

Later on, customers could rent the machines to use themselves. “People took wringer washers and put them into buildings,” says Lionel Bogut, a laundry expert who has been in the business for more than 50 years. “They would tap hot water to each of the washers, and people would come in and rent them for an hour or two.”

Electric washers were not produced until the late 1930s. When manufacturers eventually added coin slots to the machines in the late 1950s, true coin-operated laundries came into existence. A coin-laundry construction boom followed. There was such a high demand for these stores that anyone who built one was almost guaranteed a profit. The owners of coin-operated laundries didn’t need to keep their stores clean and machines working to attract customers and make a profit. As a result, many laundromats were kept in poor condition.

The industry deteriorated as broken machines stayed broken, stores were left dirty, and vandals and thieves took advantage of the lack of owners’ attention. In the 1960s, however, the industry experienced a resurgence. Smart new investors realized they could do better than run-down, unattended stores and started creating spiffy new businesses. They built larger stores, hired attendants, and added dry cleaning and clothing repair.

This revitalization didn’t last long, though. During the oil crisis of the 1970s, the industry saw another downturn as energy costs cut into profits and rising interest rates scared off new investors. But the industry recovered in the 1980s, due in large part to the production of new, energy-efficient equipment by manufacturers. Since that time, the number of laundromats has steadily grown; today there are approximately 35,000 laundromats countrywide.




The Laundromat Life 

If you’re planning on operating just one or two stores, you’ll be in good company. Three-quarters of laundry owners own only one store, and very few have more than two. While there are no national laundry chains, a few local chains are starting to grow in various parts of the country. These chains are still quite localized, though, and only a few consist of more than a few dozen.

For a little more than half of laundry owners, operating the store(s) is their full-time job. Others take the moonlighting approach—they manage other businesses or work a day job. But more laundry owners are starting to own larger stores and more than one store. These people are able to survive on the income larger stores or multiple stores generate.

The amount of money you can make from a laundry varies tremendously. According to the Coin Laundry Association’s Brian Wallace, the annual gross income from one store can range from $30,000 to $1 million. The expenses incurred while running a store range between 65 and 115 percent of the gross income. That means that a store grossing $30,000 per year, at best nets $10,500 and at worst loses $4,500. For a store grossing $1 million per year, the profit could be as high as $350,000, or there could be a loss of up to $150,000, depending on expenses.

Wallace says these profit margins have less to do with the size of the store than with its owner. An owner who runs his or her store well—who keeps it clean, repairs its   equipment quickly, uses energy-efficient systems and offers good customer service—will see profit margins of about 35 percent.


Businesses Have Laundry, Too


A laundry can service more than families washing clothes and sheets. If you offer wash-and-fold, consider approaching small businesses that might need laundry done on a regular basis: hair salons, pet groomers, day spas, motels, caterers, schools, and restaurants.

Before you start knocking on doors, however, be sure you have your wash-and-fold system well-greased. And you’ll need some wheels: Commercial customers will likely want you to pick up and deliver the laundry, as they’re busy running their own enterprises. They may also expect you to invoice them, so you’ll need to be ready to send out monthly bills.

Tom Leavitt of Darcies Laundry in Seattle has been successful with his commercial route. “There is a niche in the market for those who need laundry services who can’t afford the really big commercial laundries,” he says. But he cautions that the commercial accounts take some work to build and maintain: “It takes someone out there selling constantly.”
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Stat Fact

According to American Coin-Op magazine, the top expenses for laundry owners include utilities, rent, employees, insurance, maintenance and parts, and loan payments.



The steady income that a laundry generates is a plus for many people. If you’re looking for a business that will keep the cash flowing no matter what the rest of the economy is doing, you’ve found it in laundries. Clean clothes are a necessity, not a luxury, so people are going to use laundromats no matter how the stock market is performing. The business is also fairly steady month in, month out. So unless you draw on vacationers’ dollars in a place with seasonal tourism, you’ll find that you can count on a fairly steady income throughout the year.

But remember, the laundry business is not growing; it’s mature. There are about as many stores as there is dirty laundry to fill them. To ensure your business will survive, you’ll need to make sure your laundromat is in a location that’s convenient for people who use laundromats. And to make your business thrive, you’ll need to give your customers something they don’t get in other laundromats—a nice atmosphere, good customer service, and entertainment.

By now, you should have a much clearer picture of what the industry looks like. The next thing you’ll need to think about is whether the laundry business is the right fit for you. In Chapter 2, we’ll delve into what it’s really like to own a laundry store, and we’ll give you an idea of the personality traits that are best suited to this kind of business.
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Is It for You?



Now that you know the history of the laundry business and where it’s headed, you’ll need to think about whether running a laundromat is the right business opportunity for you. Does it suit your personality? Do you know what a typical “day in the life” is like? This chapter is designed to help you tackle these questions and see if the laundry business is a good fit. 





No Experience Necessary 

None of the entrepreneurs interviewed for this book had experience in the laundry business when they first started out. One had a resume that included milking cows, another was a contractor, yet another ran a rental equipment business. Most just decided that starting a laundry was a good business opportunity. However, they all recommend that new entrepreneurs research the business by talking to laundry owners, joining associations, and reading the trade literature.

Tom Leavitt, who opened three stores in the Seattle area with a partner, put some time into planning the laundries. “We traveled around the country, looked at a lot of other operations, and designed our prototype,” he says. “We took care to figure out what would work the best.” He and his partner also attended a Coin Laundry Association convention in Chicago and took a tour of laundries in the area.

Collette Clarkson knew nothing about the business before she started a laundromat in Evans, Colorado, with Kim Clarkson, her business partner. But the two got to work when Collette’s uncle, who was building a strip mall, asked if she’d be interested in operating a laundromat. “We did a lot of research,” Collette says. They spoke to a number of laundry owners about the business and read as many issues of trade magazines as they could find.

“Be patient and do your homework,” advises Brian Wallace, president and CEO of the Coin Laundry Association. “You’d be absolutely amazed how quickly someone will get into business and spend their life savings without doing any research whatsoever.”

While no particular experience is necessary, a business background is always important. In addition, a background in machine repair or a knack for fixing machines helps. Owners who have experience with laundry equipment are able to cut down on the cost of repairs. But others have found that they can learn about the machines and make some repairs themselves, or hire a repairperson and avoid the headache altogether. The self-service laundry business is an open club. With enough enthusiasm, interest, and businesssavvy, you can join the club and succeed in the industry.




The Laundromat Personality 

You may think that the laundry business is about clothes, but what it’s really about is people. It’s a service business, and like any service business, you need to treat your customers well if you want them to return to your store.

If you’re friendly, your customers will want to use your store. By taking the time to talk to them, you will also be able to learn about their laundry needs and their preferences for services. Ultimately, this kind of information will help you improve the  quality of your business so that you can attract even more customers.
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Beware!

When you talk with other laundry owners to learn about their experiences with the business, avoid your own neighborhood. Your competitors will be reluctant to help you out, and you don’t want someone giving bad advice in the hope that your business will fail.



Even if you decide to hire employees and leave the customer relations to them, you still need good people skills to hire and supervise employees. The more closely you work with them and the better they know and like you, the better job they’ll do.

If you have an unattended laundry that you visit twice a day to clean and collect quarters, you still need to greet your customers with a smile on your face and an attitude that’s ready to help. So if small talk with strangers leaves you cold, and you can’t stand the thought of answering customers’ questions (often the same ones over and over), the laundry business may not be the one for you.

However, if you think you’ll like meeting new people, helping them work the machines, and listening to them talk while they wait for the dryers to finish, you’ll find this business rewarding. “Interacting with customers—that’s the best part,” says Collette Clarkson. “I can’t even imagine how many regulars we have who we know by name.”




Suit Your Style 

The good news about owning a laundry is that you can shape your business to fit your own tastes. You can hire employees, offer a variety of fabric care services and run a fullfledged operation; or you can keep things simple by opening a small, unattended laundry. The other piece of good news is that you don’t need a background in running laundromats or taking care of laundry equipment, though you do need to research the business.

The bad news is that you need lots of money up front to buy an existing laundry or to build one in a leased space ($200,000 to $500,000 on average). And while you can earn money from a laundry while you work elsewhere, you still need to keep the store in good working order by supervising employees, fixing machines and collecting the money.
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Bright Idea

If you’re not sure you’ll like the laundry business, try working in a laundromat for a while. Volunteer at a nearby store or take a temporary job. You’ll have a much better idea of whether the business is for you after working in a laundry, even after only a few days.




Self-Help 

The beauty of owning a self-service laundry is that your customers help themselves. You   don’t have to be at your store; you don’t even have to hire someone to be at your store. You can work at another job or run another business while your customers are dropping coin after coin into your machines. For entrepreneurs who don’t want the hassle of hiring employees and writing paychecks, this is a big incentive.


Top Headaches


Every year American Coin-Op magazine conducts a survey of its readers to find out what the top problems are for laundromat owners. The list varies little, says Paul Partyka, editor of the magazine. “The order may change, but the issues are the same every year,” he says. So if you’re like most other laundromat owners, you can expect to face the following challenges in running your business:

[image: 014]High cost of utilities


[image: 015]Dealing with employees


[image: 016]Competition


[image: 017]High cost of doing business


[image: 018]High rent


[image: 019]Vandalism


[image: 020]Maintenance







“I like the fact that it’s pretty stress-free,” says Brian De Coster, who owns four unattended laundries in and around Iowa City, Iowa. “The laundry business is really a breath of fresh air.” De Coster’s other job is running an equipment rental business, so he’s always worried about having enough employees and equipment to respond to customers’ demands. His laundromats, on the other hand, require only a quick visit twice a day to clean and collect money. He rarely has an emergency, except when a machine breaks and he needs to call a repairperson or make an extra visit to fix it.

While the laundry business can be fairly stress free, it can also interest entrepreneurs who want to take more active roles. Owners who hire attendants and offer wash-and-fold service have much more work to do, but they also reap greater financial—and personal—rewards.

“We’ve worked really hard, and we’re really proud of the business,” Collette Clarkson says. “We just try to provide really good service.”


Caring for Your Store 

The laundry business might appeal to you because you don’t have to work at it eight hours per day like other jobs. It’s true—you can set out your machines and let them collect money while you do something else. But don’t get carried away with the idea. Even if you don’t have attendants to supervise, you need to make sure your store is sparkling clean, equipment is working properly, the change machines are full, and your books are in order.

“It’s a pretty simple business,” says Tim O’Connell, who owns 24 Colonial Laundromat stores in the Syracuse, New York, area. But he stresses that the stores need to remain clean at all times: “Nothing grosses people out more than dirt. We keep them immaculately clean and brightly lit, provide a safe environment, and keep the machines running properly.”
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Smart Tip

According to the Coin Laundry Association, the number-one rule for a successful laundry is to make sure it is always sparkling clean. People come to your store to clean their clothes, not dirty them. Never neglect to wipe down the washers and mop the floor.



And if you do hire attendants, they must be supervised closely. Most attendants make minimum wage or slightly more, so you can’t expect them to take too active an interest in the success of your business. You must visit the store enough to be sure that it’s running properly and employees are productive. For more information on motivating employees, see Chapter 9.

“Some people think, ‘Well, this is an easy business; I’ll just hire someone and go play golf every day,’” says Paul Donovan, former vice president of marketing and sales with PWS, a distributor of laundry equipment. “It doesn’t work that way.”


The Down Payment 

You may not need a lot of free time or experience to run a laundry, but you do need a pile of cash. Whether you buy an existing laundry business or build a new one, you can expect to pay between $50,000 and $1 million. A typical laundromat, if such a thing exists, would be a 2,000-square-foot, relatively modest store in a shopping center. For one of these, you are looking at paying between $200,000 and $500,000.

“It is a capital-intensive business,” says Brian Wallace of the Coin Laundry Association. If you build a laundry, half the start-up costs are the price of equipment, he says, and half are remodeling the space and installing equipment. But take heart: Some laundry owners have received loans from banks. In addition, equipment manufacturers and distributors will finance the cost of equipment.


The Land of Lost Coins


You may hear customers complain that they put money into a machine and the machine didn’t work. Naturally, you want to keep your customers happy, so you need to refund their money as quickly as possible. One way to do this is to post your phone number in the store and have customers call if they lose money. Alternatively, you can have them drop notes in a box.

Brian De Coster, who owns four unattended laundromats in and around Iowa City, Iowa, has set up drop boxes in his stores along with a stack of tickets and instructions on what to do if a customer loses money. The tickets have two parts. On one part of the ticket, the customer writes his name and address and the amount of money he lost. This part of the ticket goes in the drop box. The other part, which reads, “Broken,” gets placed on the offending machine.

How do you know customers are telling the truth? That’s a risk you might want to take. The refund won’t cost you much, and if the same customer asks for more than a few refunds, then you can be suspicious. De Coster says that he’s usually able to verify when someone has lost money. For example, if a customer claims she lost $5 in the change machine, he knows she’s telling the truth because he’ll find a jammed fiver in the machine when he opens it up. He adds that he hasn’t found that anyone has tried to take advantage. He says, “A lot of times I think people are just interested in getting the problem fixed.”






The Daily Routine 

So what’s it really like to own a laundry business? Whether you do all the work yourself or hire an attendant or a janitor, there are tasks you will need to take care of on a daily basis. You will need to open and close your store promptly each day, clean it, collect money, and fill vending and change machines. You will also need to keep track of which machines are being used and how often.

Those laundry owners who have employees will have other duties, too. They’ll be hiring and supervising those employees and overseeing additional services such as wash-and-fold. See Chapter 9 for information on providing extra services and overseeing employees.


The Hours You Keep 

Laundries are generally open between 6 A.M. and 10 P.M. seven days per week. Because weekends are usually the busiest days for laundries, you should definitely keep  your doors open on Saturdays and Sundays. In some instances, you may want to adopt alternate hours, especially if the market you serve or the location of your store lends itself to having open doors at other times of the day.
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Smart Tip

When cleaning your store, check the insides of the machines to make sure something left in a pocket didn’t spill out and create a mess.



De Coster keeps his stores open 24 hours per day. Three of his four laundromats are in a college town, and students are notorious for keep ing odd hours. “You’ve got the machines; you’ve already paid the money for the machines and the rent and everything else,” he reasons. Because his laundry is unattended, he doesn’t have to pay employees to stay up all night with his store.

O’Connell keeps most of his stores open 24 hours as well. “The biggest problem we had was turning customers away,” he says. “Customers would come in late and employees would want to be leaving, so it was easier just to stay open.”

Other laundry owners we interviewed base their hours on surrounding businesses. Dave and Kris Anderson, who own an unattended laundry in New Glarus, Wisconsin, keep their store open daily from 5:30 A.M. to 10:30 P.M. They chose those hours because they’re the same hours the nearby gas station is open. “We feel it’s working out perfectly,” Dave says. “If we had kept it open later, we might have had more vandalism.”

Yet other owners consider their employees’ convenience. “We didn’t want to be open late at night,” says Collette Clarkson, whose laundry, The Last Load, is open from 6 A.M. to 10 P.M. “And it’s tough to find people to work those hours.”

Your first duty of the day is to open your store, and you must be on time because your customers may plan their days around getting their laundry done at certain times. You can avoid having to be at your store early in the morning and late at night by installing an automatic lock system on a timer. A typical system like this will cost you between $1,000 and $1,500.

Dave and Kris Anderson installed an automatic system in their store. “It opens itself and locks itself,” Dave says. The lights are also on a timer. Since both Dave and Kris have other jobs, the system has been invaluable to them.

At night, of course, you must close down and lock up. If you want all the customers to be gone by 10 P.M., you should consider locking the door at 8:30 P.M., leaving enough time for the last loads of laundry to be finished. You can either let customers out yourself or install a lock system that allows them to leave but prevents others from coming inside.


Scrub-a-Dub-Dub 

Why do people visit a laundromat? They want clean clothes. As obvious as this may be, the operative word here is clean. No one wants to fold clothes in a pile of dust and cigarette ashes or place clothes in a dryer coated with lipstick (it happens). “Just make  your place look nice and bright and clean,” advises Brian De Coster.

The first order of business for you or an employee you hire is to clean your store thoroughly, at least once a day. This will take about two to three hours. You or your employee will need to do the following:
• Mop the floors

• Wipe down the machines

• Clean the soap dispensers in your front-load washers

• Wash off the folding tables

• Clean the bathroom

• Empty the trash

• Wash the windows
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Dollar Stretcher



You can buy a stainless steel cleaner from your distributor to wipe down those stainless steel machines, or you can use a simple solution of ammonia and water. Wash with some clean rags and wipe the machines down when you’re done. If you want to polish them, just use baby oil.



• Clean the vending machines, change machines, and video game screens





The best time to clean is after customers have gone—that way you or your employees can clean more efficiently. You’ll also avoid the risk of customers slipping on wet floors or tripping over cleaning equipment. If you have a large or busy store, however, you may find that it requires cleaning twice a day. You can wipe down the machines and folding tables easily while customers are in the store, but save the floor for after they’ve left or for a slow period of the day.


Collecting Coins 

One chore you’re not likely to delegate to an employee is collecting money from the machines. If you have a card system (see Chapter 7 for more on card systems), your job is much easier. All you’ll have to do is empty the card machine of the bills, count them and deposit them in the bank.

But if you have a coin laundry, you’ll need to empty each machine, preferably daily. You’ll want to pull (take out the coins) from one type of machine at a time so you can determine how often your customers are using each type of machine. Put a bag in one of your laundry baskets and roll it from machine to machine, starting with the top-loaders. Count these coins and record how much money you made on this type of machine, then follow the same procedure with the front-loaders and the dryers.
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Bright Idea

If you don’t have a coin counter, but you want to know how much a bag of quarters is worth, weigh them. One pound of quarters equals approximately $20.



For recording purposes, you should use a chart similar to the “Equipment Use Chart” we’ve provided on page 18. Draw up a chart with seven rows, one for each day of the week, and columns for each type and size of equipment: top-loaders, front-loaders, dryers, and vending machines. Then record in your chart how much money you withdraw every day. We’ll discuss what to do with the information later in this chapter.

You should refill the change machine in your store on a daily basis, too. When it’s empty, your customers can’t do their laundry, and they’ll go elsewhere. If it’s empty more than a few times, they may never return. No one wants to lug several loads of laundry to a laundromat, only to find they can’t get change. De Coster says if his change machine runs out, “that’s like shooting myself in the foot. I check the change machine at least once a day.”


Safety Comes First 

It’s usually best to empty machines on a daily basis. You can do this once or twice a week instead, but you risk losing more money in case of theft or robbery. When you pull once a day, the most you’ll lose is one day’s take. When you pull coins (or bills in the case of card machines and change machines), there are a number of preventive measures you should take to ensure your safety:
• Never try to pull coins or bills when no one’s in the store. You’re handling lots of cash, and you don’t want to leave yourself vulnerable.

• Try to vary the time that you collect money. If you pull coins the same time every day, someone could plan ahead and lie in wait to rob you.

• Don’t use a bank bag to collect money from your store. A bank bag says to potential thieves, “I’m full of money; steal me.” Put the money in a lunch cooler, briefcase or purse—anything that doesn’t look conspicuous.

• Deposit the money in the bank as quickly as possible. While this should be common sense, it’s worth mentioning. Once you’ve taken care to collect the money from your machines safely, you don’t want to put yourself at additional risk of robbery by carrying it with you any longer than necessary.






Let Us Vend 

The last bit of daily business in your store is restocking the vending machines. If you own your own soda and snack machines, you will need to make sure they’re full every day. If you contract with a vending company, they’ll worry about filling them.

The most important vending machine in your store will likely be the soap vending machine, and since these machines are relatively inexpensive and rarely break, you should buy your own. Make sure it is properly stocked every day. Many customers will bring their own soap, but those who don’t will expect to find soap available.   An empty soap machine is almost as bad as an empty change machine—it will cause you to lose business.


Equipment Use Chart

Use this chart to record how much money you’ve collected from each type of machine in your store. This will help you to keep track of which machines are getting the most use so you can find the best equipment mix for your store.


For the week of: _____________________________________
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Keeping Track 

When you have completed the daily in-store duties, you’ll need to take care of some additional office work. Many laundry owners do this at home, though some may find it easier to work in a rented office or at the laundromat if they have space. Owners with other businesses, such as Brian De Coster with the Iowa City, Iowa, laundries and the equipment rental business, can take care of everything in one office.
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Smart Tip

You may find that the soap dispensers in your front-load washers are caking with soap scum that’s nearly as hard as stone. The scum is from soda ash, used as filler in inexpensive detergents. Try using a brush with hard bristles to remove the deposits. If that doesn’t work, you can purchase a commercial descaler.



At your office, you’ll need to take care of your accounting (we’ll cover this in detail in Chapter 11) and track equipment usage by customers in your store. It’s important to record how often each type of machine is used so that you can determine if you’ve got the right mix of equipment. For example, if you find that your front-loaders are getting six turns per day (the number of times a machine is used each day) and your top-loaders only two, you may need to add front-loaders and remove some top-loaders. Your customers are likely waiting for the front-loaders and possibly going elsewhere, so you could be losing money.

It’s probably easiest to track machine use weekly, using the record of money you collect on a daily basis. If you collect weekly, you can record the money you make each week. As you accumulate these records, you should convert them to monthly figures so that you can calculate your net income by subtracting your monthly expenses from your gross monthly income. As with any business, you need to keep close tabs on income and expenses. With a laundry, you need to keep track of how much money each machine takes in and what each machine costs you (more on this in Chapter 11). Over time, you will be able to determine what equipment mix is best for your customers and your bottom line.

Next up: In Chapter 3, we’ll take you through the ins and outs of market research. We’ll also discuss how to put together a mission statement for your business.





3


Locating Your Market



One of the most important steps in starting a successful business is to make sure you do a thorough job of researching the market. Don’t skimp when it comes to researching the laundry industry. You’ll be investing hundreds of thousands of dollars in purchasing or starting a new laundromat, so you want to make sure it’s a good investment. You  need to know who your customers are, where they are, and what kind of competition you will face. The answers to these questions will be important in framing your business’s purpose or mission statement. In this chapter, we’ll focus on how to research the market and choose a good location for your laundry business.




Location, Location, Location 

We’ve all heard the mantra “location, location, location” when it comes to real estate. This mantra is vastly more important when you’re purchasing a laundromat, or starting a new one, than when you’re looking for a home. Don’t let this mantra slip out of your mind for one second while you are researching locations. In fact, you should make sure to repeat it several times a day. A good location is extremely important for a laundry.

“If you have a good location and you run your laundry right, you cannot fail,” says laundry consultant Lionel Bogut. “It’s all about location.”

Laundry users head to the most convenient laundry. Customers aren’t going to drag 30 pounds of laundry an extra half mile because they like the channel your TV is set to. They’re also not likely to drive 30 minutes out of their way because they like the look of your machines. After all, the product—clean clothes—is the same no matter where they take their filled hampers. The California Coin Laundry Association estimates that 80 percent of your customers will use your laundry because of its location. Simply put: You need to be where your customers are.




Who Goes There? 

When you’re considering purchasing a laundromat, or you’re thinking of leasing a site and building a new one, the first thing to do is take a good look at the surrounding neighborhood. Your customers will be people who don’t have washers and dryers in their homes. For the most part, this means apartment-dwellers. But it also means people who rent houses, and lower-income folks who can’t afford machines. So your best bet is to buy or open a laundromat in a low- to middle-income area surrounded by apartment buildings. “Usually with a laundromat you want at least 40 percent in that area to be renters,” says Paul Donovan, formerly of laundry equipment distributor PWS. “That’s where you are going to make your money.”

Some homeowners with washers and dryers in their homes will use your laundry on occasion for large items or take advantage of your wash-and-fold service. However, they won’t do this frequently enough to justify placing a laundromat in a well-heeled neighborhood full of single-family houses.

Besides looking at areas full of renters, you’ll want to purchase or develop a laundromat in an area that has many families with children. Not only are there more clothes to  wash in larger families, but children tend to soil clothing more quickly (theirs as well as their parents’). Other regular laundromat customers include students and seniors, who tend to live in smaller quarters and often don’t have laundry equipment in their homes.

Finally, look at how the neighborhood is changing. Are large, older homes being converted into apartments? That’s a good sign. Or are developers kicking out the renters, razing the buildings and replacing them with luxury lofts? That’s a bad sign.
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Bright Idea

If you’re thinking of opening or purchasing a laundry in an area that attracts tourists, remember that vacationers need clean clothes, too. An ideal location would be one that’s accessible to both the year-round crowd and the tourists.




The Hard Facts 

Once you’ve scouted out the neighborhood of your future laundromat, you’ll need to go in search of some hard demographics. Your intuition may tell you the location is right, but when you’re investing several hundred thousand dollars in one store, you’ll want as much information as you can get. Demographics will give you the ages and income levels of the residents in the area, whether they rent or own property, how many children they have, and how the neighborhood is changing.

You can order census information from the government, from a demographic service, or from the Coin Laundry Association (see the Appendix for contact information). Laundry equipment distributors can also supply you with demographic information. Check out page 24 for a sample of the demographic information you might gather for a particular area.


[image: 028]

Smart Tip

You can get general demographics from the U.S. Census Bureau. Check out their web site at www.census.gov. Click on “State & County Quick Facts”; choose your state and then your county or city. You can get general information about income levels, population growth, and home ownership for your city or county.



So let’s review: A “good” neighborhood for a laundry has lots of renters with large families living on lower incomes or lots of young, single people who rent. But also look at how the statistics for the neighborhood have changed over the years. If the number of renters has dropped and incomes are rising, that’s likely to continue and may not bode well for your laundromat. However, if the opposite is true, you may be looking at a growing customer base.

As stated above, most customers are going to visit the laundromat that’s most convenient to them. If you’re thinking of an urban location where customers are going to carry their laundry to your store, you can expect them to walk   no more than half a mile. So if you’re looking at an urban location, get demographic information within a half mile of the location you’re considering.
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Stat Fact

According to the most recent U.S. Census, 31 percent of all U.S. households were renteroccupied in 2000. In that year, there were 86 million people living in rental housing.



In a suburban location—usually in a strip mall with parking—you can expect customers to drive no more than five miles to your store. A rural location, however, will draw customers from as far as ten miles away. So if you will locate your laundry in either a suburban or rural locale, you should look at the demographics within five or ten miles of the site.

If you are considering purchasing or opening a laundry in an area that is growing, visit the city, township or county the site is located in and ask for the General Plan. The plan will show what areas are slated for businesses, what areas are designated for lowto middle-income apartments, and what areas will be developed as single-family houses. You’ll want to be sure your laundry is in an area that will fit with the kinds of people who use laundromats—primarily low- to middle-income apartment-dwellers.




The Competition 

Laundromats aren’t like antique stores or boutique shops, which offer distinctive, specialty items. You may find these specialty stores in fairly close proximity to each other because shoppers like to browse several stores during one shopping trip. Laundromats, on the other hand, are like grocery stores. They’re usually spaced apart every so many miles, since customers pretty much get the same results from each store.

Generally, you don’t want to build a new laundromat near other laundromats. You also don’t want to buy a laundromat that has too many competitors close by. If you do, the competition will be too intense, and you may end up dropping your prices so low that you won’t be able to get out of the red. As we mentioned in Chapter 1, the laundry business is a mature industry. Unless your region of the country is growing, it’s likely there are already enough laundries in the neighborhood you’re considering.

However, don’t be discouraged. If it seems like the laundry market is saturated in the area you’re considering, be sure to take a good look at the competition. If the stores are run down or located in high-crime areas, many customers may be eager to visit a clean, new store—one with properly working equipment, a functioning change machine, and amenities like computer terminals and free coffee. Also consider how many customers are using the store: If there’s always a wait for machines or the store is packed just before closing, there may be plenty of business to go around.

Finally, if you’re offering services that differ from what other stores have to offer, such as wash-and-fold or dry cleaning, you may have a leg up on the competition. Tom  Leavitt, owner of Darcies Laundry in the Seattle area, opened all three of his laundries in locations that were near other laundromats. But the existing laundries were older and smaller, while his offered enough machines to ensure customers wouldn’t have to wait. “In all of our locations, the competition that was there has closed,” Leavitt says.

When you’re choosing a location for your laundromat, consider nearby businesses. Busy people (and that’s just about all of us) like to do their errands all at once. Having a drug store, a sandwich shop, a dry cleaner, and a supermarket near your location lets customers do everything in one fell swoop. They can pick up a sandwich for lunch and eat it while they do their laundry, as well as leave their dry cleaning with you, refill a prescription, and do the food shopping for the week—all without having to move the car.
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Smart Tip

If your lease includes periodic rent increases, calculate what the rent will be for the last month you’re there. Then do your best to project what your income will be at that time. Make sure you can still afford the rent at the end of the lease.



Make sure the businesses surrounding your store are thriving and well kept. A shopping mall that’s on the decline won’t attract the traffic you need. And being near a string of run-down stores will make your laundromat look run down as well. You should also steer clear of businesses that attract rowdy customers, such as bars or video arcades. Your customers may be scared away, and you’ll likely have more of a problem with vandalism.


What’s In a Name?


Traditionally, laundromats have been called just that—“Laundromat.” Some are “Coin-Op Laundry,” “Wash & Dry,” or, in some Spanish-speaking areas, “Lavandería.” While you want to make sure the name you give your laundry reflects the fact that it’s a laundry, there’s no reason you can’t give your business more individuality.

Tom Leavitt named his Seattle-area laundry chain “Darcies Laundry” after a friend. He and his partner didn’t want to call their store simply “Laundromat” or “Wash and Dry” and have customers say, “I’m going to go to that laundry that’s across the street from the grocery store on the corner of 44th.” They chose to spell the name with “ie” rather than “y” so they could incorporate their daisy logo—as the dot over the letter “i.”

Collette Clarkson named her Evans, Colorado, laundry “The Last Load” to lend a touch of humor to the business. She says, “We thought it was funny, like, ‘Whew, that’s the last load.’”




Hidden Rivals 

Keep in mind that some apartment buildings, especially larger complexes, have their own laundry facilities. If they are in good condition and offer enough machines, the residents will do their laundry there.

If you think some of the apartment complexes near your potential site might already have washers and dryers, call them and find out. Larger apartment buildings (the ones most likely to have laundry facilities) usually have a rental office with a number listed in the phone book. When you call, don’t forget to find out how many machines they have available for their renters. If they have just one or two washers, many of the residents will end up using a laundromat rather than wait for a machine to become available.

When there aren’t enough machines, says Donovan, the residents aren’t going to want to go down to the facility and wait for several other renters to do their laundry first. “At a laundromat, they can do all their wash at once,” he says. “They feel more comfortable going to a place, getting five washers going, and getting all the wash done for the week.”




Other Pieces of the Puzzle 

Even if the demographics you have gathered seem favorable, and you’ve decided you can live with the competition, you may find yourself back at the drawing board if your location doesn’t meet other important criteria. Other pieces of the puzzle, like zoning requirements and lease agreements, have to fall into place for a location to be promising.


Zoned Out 

The first step to take when you find a location you like is to check with the local municipality to ensure that it’s zoned for a laundromat. If it’s not, you’re back to the draw ing board—unless you can persuade the local authority to change the zoning. If you have found an existing laundry that you want to buy, the previous owner should have checked this out already.
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Beware!

If the site of your laundry-to-be is in a strip mall, you can expect to pay a share of the expenses for maintaining the common area. These can include fees for snow removal, landscaping, management, and taxes. Ask about these if you don’t see them in the lease.



In addition to zoning requirements, you need to find out what fees you will have to pay for sewer connection (to hook up washers to sewer lines) and sewer and wastewater fees. As we’ll discuss further in Chapter 5, sewer connection fees can be prohibitively expensive; however, they can also be applied sporadically, says Brian Wallace, president and CEO of the Coin Laundry Association. “On one side of the street  there may be no impact fees, and down the block a little ways, there may be fees of several thousand dollars per washer,” Wallace says. The only way to know what your fees will be like is to check with the local water district.

You’ll also have to think about how difficult it will be to turn your leased space into a laundry, if it’s not already one. You will need to make sure you have at least a two-inch connection for water and gas. You’ll also need to check that the water service is metered. Making these upgrades can be expensive. Check with your distributor and your contractor (see Chapter 6 for more on experts) about the work that will need to be done to your site before it’s ready to be a laundry. Your contractor will know what’s needed to remodel the space and how much it will cost; your distributor will know what connections or utility requirements you will need for the equipment you plan to buy.


Lease, Lease, Lease 

So you’ve determined that the location is good; the zoning allows a laundry at the site; the connection fees are low; and there’s adequate water, gas and electricity at this site. You can stop saying, “location, location, location.” Now you must start saying, “lease, lease, lease.”

The importance of a good lease is second only to location. Rent will be one of your biggest expenses, so make sure the rent is something you can afford. Also remember that a laundry is not a consulting business, which can move offices frequently with little expense as long as the consultant has a cellular phone. As stated previously, the success of a laundry is almost completely dependent on location. So if your landlord kicks you out of the building, all you have left is used equipment. And that’s usually not worth more than a few thousand dollars.

“You can’t pick up and move a coin laundry,” emphasizes Wallace. “Leases are very important. When the lease is over, you’re out of business.” So you’ll need to negotiate a long lease—at least 10 years, 15 or 20 years if you can get it. If you’re buying a laundromat, make sure that the lease is transferable and that you have at least 10 years left on it. It’s likely the landlord will raise the rent as time goes by, often according to inflation, so you can expect to pay more over the course of 20 years. That’s OK as long as the increases are reasonable. You just want to make sure you won’t be kicked out.

When you are drawing up the lease agreement, make sure you can have vending machines, food sales, or any other special services you plan to offer. Some leases may forbid ancillary income. Be especially careful about clauses that terminate the lease under special situations. These include fires or floods, or a life interest (this means that if the building owner dies, the lease is over).

Because the lease is so important to a laundromat, you should seek help from a real estate attorney when negotiating it. Certainly have an attorney review the lease before you sign it!


Park it Here 

If you are looking at locations in a densely populated urban area where people will be walking from their homes to the laundromat, you don’t have to worry about parking. You can skip this section. However, if you’re considering a suburban or rural location, you must pay close attention. It is vitally important for your store to have adequate parking. We are back to that convenience thing—if it’s not easy to park the car, customers are not going to use your laundry.
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Smart Tip

Sign research has shown that certain colors are easier to read at a distance. Here are the top five color combinations:1. Black letters on yellow background

2. Black letters on white background

3. Yellow letters on black background

4. White letters on blue background

5. Yellow letters on blue background





Many suburban laundry owners find themselves operating a store in a strip mall. A large part of the reason is that strip malls have plenty of parking. But don’t just look at the parking lot in the middle of the weekday and figure there’s plenty of room. Drive into the parking lot during the laundry rush hours—evenings and weekends—and see how easily you can find a parking space. If you have to wait 15 minutes before you can pull your car into a spot, you can bet your customers will drive off to another laundry long before 15 minutes are up.

Also think about how accessible a potential site is from the road. If your future customers have to make a left turn into heavy traffic without a protected signal, they may drive on. And if they have to risk their lives to pull out of the parking lot, they’ll try another store next time.


See and Be Seen 

While you need to make sure your customers can drive or easily walk to your laundromat, you must also be sure that passersby can see it. A spot in an alley with good parking might work for a hairdresser who gets most of her business through referrals, but it won’t work for laundry owners.

Most customers find laundromats because they see them on the street. They find them when they’re walking to the grocery store or driving to work, and they decide to give them a try. While word-of-mouth and advertising will also help to draw in customers, visibility is probably your best advertisement. Make sure the site you’re investigating can be seen easily from the road. Drive or walk by it from different directions and at different times of the day and note whether it stands out.

If your potential site is in a suburban or rural area, you’ll likely do better if the site is on a busy street rather than a quiet, out-of-the-way road. In urban areas, where there is plenty of foot traffic, you’ll want to think more about a central location that will draw  residents from the immediate vicinity. A corner spot is often helpful because people can see your store from more than one street.

Check with the municipality where you will open your laundry to find out about signage regulations. Cities and counties have different rules about how big signs can be and whether lighting is allowed. Also check with your landlord: Strip malls and business complexes may have rules regarding signs, too.

In general, the larger and brighter your sign is, the better. You should try not to clutter signs with too many words or phrases. And make sure the words “laundry,” “laundromat,” or “wash” are included in your sign so there’s no danger of customers mistaking your store for another type of business.




On a Mission 

Once you’ve decided to pursue the laundry business and have found a suitable location, be sure to write a mission statement to help guide you in designing and developing your store. A mission statement is a brief description of your business’s purpose. It should include what region your business serves, who your customers are and what services you will offer.

For example, one mission statement might be, “Our mission is to provide a fun, safe and clean location for Tallahassee residents to wash their clothes.” Or: “Our mission is to offer a store with enough quality laundry equipment for southwest Portland residents to be able to do their laundry quickly and at a fair price.”

An accurate mission statement helps you focus as you grow your business, and it helps your employees understand their work goals. Print the statement in large type on a poster and display it in a place where you and your attendants will see it every day. Take a look at the worksheet we’ve provided on page 31 for developing an effective mission statement.

In addition to finding your customers and a good location, you have yet another major decision to make—will you buy an existing laundromat or build a new one in a leased space? In Chapter 4, we will show you how to approach this question and make the best choice for your new business.


Developing Your Mission Statement


Use this worksheet to start developing your mission statement. Your statement should clearly define the following: 

[image: 034]Your geographic area. From what area do you expect to draw customers?


[image: 035]Your customers. What types of customers will use your laundromat—students, seniors, vacationers, families?


[image: 036]The services you will offer. Will you provide wash-and-fold, alterations, manicures, or any other services?


[image: 037]The image you want to project. What kind of atmosphere will you provide for your customers? Will you have a theme, such as “The Old West” or “Outer Space,” for your laundry? Do you want to be known as the largest laundry in town, the laundry with friendly attendants, or the laundry that’s fun to visit?
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To Buy or Build?



One of the first decisions you’ll have to make after you’ve decided to join the laundry owners’ club is whether you want to buy an existing laundry business or build a new one in a leased storefront. Your decision will be based partly on personal preference. Do you want to take a risk on a new, untried store? Or do you want to take over one with a  proven track record? It’s very likely that market conditions will determine which route you end up choosing. In this chapter, we’ll help you decide when it’s right to build a laundromat and when it makes more sense to buy an existing business. We’ll also steer you through the buying process.




When to Build 

When is building a new laundromat the best choice? As we’ve mentioned, most areas of the country have all the laundromats they need. However, there are cities and counties that are growing rapidly and potentially need new laundromats. If the population growth in an area includes an increase in the customer base that most often uses laundries (low- to middle-income renters), building a new laundromat might make more sense than buying one.

Areas experiencing a population boom aren’t the only places in need of a laundromat, though. There are also a few neighborhoods that just don’t have one. Either a laundromat business never made it there or a laundry closed. Dave and Kris Anderson, who own Alpine Laundry in New Glarus, Wisconsin, opened their business several years after the laundromat in their town shut down. Everyone knew the town needed a new laundry. “It became kind of a hot topic around here,” Dave says. “Two other people were thinking about doing it. It was a race to see who bought the land and was first.” Whatever the situation in your town, just make sure there are enough customers to support your business.

Another reason you might take a chance on building a new laundromat is if you think your business can draw customers from existing laundromats. Maybe you have a new gimmick you want to promote, such as a combination nightclub/laundry; perhaps you will offer a variety of services, such as wash-and-fold, dry cleaning, or clothing repair. Or you may plan to build a large laundry with plenty of machines, a children’s play area, televisions and a snack bar. If the laundries in your neighborhood are small and offer no amenities, customers may choose your business over the competition because their stay will be more pleasant and they won’t have to wait for machines.

If you decide to go this route, your decision should be based on solid market research and not just a hunch. Find out if there is a sufficient customer base to draw business from and whether they want the atmosphere or amenities that you will offer.

Your decision to build rather than buy may depend on what’s for sale. If the laundries for   sale in your area have too many problems, or if none are for sale, building may be your only option—provided that your area can support a new laundry.
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Smart Tip

Ask to see the general plan for your city or county. This will have information on how much the area is expected to grow, where it will grow, and what type of housing will be built.



Finally, you may want to build if you feel uncomfortable taking over a business. Buying an existing laundry is a little like buying a used car—you’re never really sure why the owner is selling. In addition, you don’t know what kinds of problems you may inherit if you take over somebody’s lease.
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Beware!

If you’re building a laundry, be aware that regular insurance covering property and casualty will not cover you during the construction phase. To cover yourself in case of fire, theft, or other damage while you’re building your store, purchase builders’ risk insurance.




Building 101 

Most laundry owners who build a laundromat do so by leasing a storefront, remodeling the space, and installing equipment—rather than constructing a store from the ground up. If you decide to go this route, you’ll need to negotiate a lease,   hire a contractor, choose a distributor, and promote the store. Your distributor should be able to tell you if you’ve found a good location for your laundry. We’ll cover the basics of choosing contractors and distributors in Chapter 6.


How Big Can You Go?


You may be motivated to build a huge store to make a bigger profit or to draw in customers who don’t want to wait for machines at smaller stores. Just remember that a big store is going to cost you—not only in construction costs and the price of equipment, but also in the rent you will have to pay to keep the machines waiting around to be used.

If you’re in a large metropolitan area with good access to low- and middle-income rental housing, you can probably get away with a large store. Customers will skip other laundries to visit yours if it’s large and has a pleasant atmosphere. But if the customer base you expect to draw from is small, don’t build any larger than necessary.

Cindy Patel opened a 6,000-square-foot laundry in Shelby, North Carolina, a small town that already had a number of laundries. A year after opening, she’s still struggling to break even, partly because her loans were so large.

Before you buy or build a laundry, determine how much laundry you can expect your customers to bring in and size your store accordingly. Start by reviewing a demographics report for your area. Then talk to your distributor or consultant about what an appropriate size might be for your store.



Keep in mind that if you decide to build a laundromat, you will have an advantage over your competitors if you build a much larger store. Although your competition can often add amenities, such as wash-and-fold service or televisions, they can’t add to the size of their stores. This means they can’t compete with the number of machines you’ll have, and they likely can’t add a snack bar or offer services that take up space, such as dry-cleaning drop-off and pickup. “It makes sense to build if you put in a nice big new laundry,” says laundry consultant Lionel Bogut. “People know they can always come to your store and find a washer.”

Tom Leavitt, who opened laundries in three cities in the Seattle area, found that his chain has done very well by drawing customers looking for nicer equipment and more amenities. The chain offers a kids’ play area, many televisions, full-time attendants and a card system. He says, “Our stores are very convenient, they’re big, there are a lot of machines, they’re clean, it’s a friendly environment, and you can get in and out of there as fast as possible.”




When to Buy 

There are several good reasons to consider buying an existing laundry business rather than building a new one. If there isn’t the customer base for another laundry in your town or your water district imposes such high sewer connection fees that it’s not practical to build, buying an existing laundry may be your only option.

In some areas of the country, sewer connection fees are as high as $8,000 per washer. That means if you build a 40-washer laundromat, you’ll have to pay more than $300,000 just for the installation of your washers. These fees can double the price of building a new laundromat, making it far more attractive to buy an existing one instead.

Finally, you might choose to buy a laundromat if you don’t want the hassle of starting a business from scratch and worrying about whether it will take off. An existing store is already up and running, and it has a proven track record.


If You Buy 

Possibly the most important factor you’ll need to consider when buying a laundry business is where it’s located. As we discussed in Chapter 3, there are many factors that will go into finding just the right location. Your laundry must be close to the homes of its likely customers—low- to middle-income renters—and you must be able to negotiate a long lease at a good price. It should be far enough removed from the competition,  unless your business will have an edge on the competition. You should also consider a site that is visible to potential customers, easy to renovate (if that’s your plan), and in a place where you can provide good parking.
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Smart Tip

To keep customers from sitting on machines and folding tables, you should provide chairs where they can sit and wait for their laundry to finish.



You can find laundries for sale in the newspaper. Many distributors (the people who sell you equipment) also act as brokers. They’ll sell a laundry to you on behalf of the owner. Distributors will also build new laundries themselves and sell them to new owners. They’ll develop a property, install the equipment and add all the extras, such as seats and laundry carts. Then they’ll work out the expenses and expected income for the store and give that to you in a sheet called a pro forma (to see an example, turn to page 38). If you decide to buy a new laundromat from a distributor, you still need to research the location carefully yourself. Remember, it’s in the best interest of the distributor to sell you the store.


Kicking the Tires 

Once you have found a laundromat you’re interested in buying, you’ll need to investigate it as if you were buying a used car: look under the hood, check the mileage and research the model. Find out why the owner wants to sell; if there’s a good reason, you   need to know what it is upfront. But beware that the owner may not tell you the real reasons for selling.


All Yours


You won’t have to worry about a lease that will expire, a landlord who’s particular about changes, or any common-area expenses when you own the property your laundry is on. While it’s not a requirement, there are advantages to this strategy if you can swing it.

Dave Anderson, who owns a laundromat in New Glarus, Wisconsin, with his wife, Kris, bought a piece of land in town and built a laundry on the property. Cindy Patel in Shelby, North Carolina, also purchased her building. While both entrepreneurs say they’re struggling to pay off loans, neither has to worry about getting kicked out or facing rent hikes.

Unfortunately, this tactic won’t work for every laundry owner. Some of the best places to locate a laundry—such as strip malls—aren’t for sale or are prohibitively expensive.




Sample Pro Forma
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If you’re buying from a distributor, remember that he or she is trying to make a sale, not give you a great business opportunity. The most important step is to make sure there is a customer base to support the laundry. The second thing is to determine the length of the lease on the laundry. If the owner has two years left on the lease, you know why he or she is selling—the business will be closed in two years. You’ll want at least ten years on the lease. Ask to see a copy of the lease agreement.

Next, check with your city or county government about any construction slated for the neighborhood. Make sure there aren’t any upcoming changes that would make the owner want to sell. A large new laundry chain next door could kill your business. So could a plan to raze the apartment complexes across the street and build high-end condominiums. You should also obtain current demographic information. Is the number of renters in the area stagnant or decreasing? Maybe that’s why the owner is selling.

Take a tour of the store you are considering buying so you can see firsthand what sort of shape it’s in. Call the owner of the store to arrange a time. Take a careful look at the “Pre-Purchase Laundry Evaluation” worksheet we’ve provided on page 40 to see what you’ll need to inspect to cover all your bases.

When visiting the store, first look at the parking situation to see if customers have enough places to park. Then look in the customer area to get an overall impression of the store. Check whether any major repairs are needed for damaged floors, walls or ceilings. Think about the layout of the store: Is there enough room for customers to move laundry carts around? Is it open and visible from the street so vandals or thieves can’t hide? Would it be possible to do some inexpensive renovating to improve the store?

Look in the back rooms where the water heaters and storage areas are. Go behind the dryers; check out the restroom. You’ll want to make sure the store is well kept, even in the areas customers never see. These areas should be neat and free of lint buildup and water stains. If the owner can’t keep the back areas in good condition, he or she may not be keeping the machines in good working order either.

This brings us to an important part of the inspection: Check the machines carefully to see that they’re in good condition. If more than a few are broken, this shows that the owner is not keeping up with repairs—or that the machines are of poor quality. Ask the owner for documents stating the age of the equipment; don’t just take his or her word for it. We’ve provided a list of “Warning Signs” on page 41 that you should look out for when you tour a prospective laundry business.

If you’re new to the laundry business, it’s a good idea to bring along someone experienced to evaluate the condition of the store. You can hire a consultant to give you an honest evaluation (see Chapter 6 for more on consultants and other experts). You can also ask another laundry owner to accompany you, or you can approach your regional laundry association for assistance.


Pre-Purchase Laundry Evaluation

When you take a tour of a laundromat for sale, take this worksheet and write down your impressions. These notes, along with the length of the lease, age of the equipment, and demographics, will help you determine what the laundromat is worth.
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Warning Signs Checklist


If you’re considering buying a laundromat, the current owner is likely to paint a rosy picture of the store’s condition. So you should inspect the store yourself and take note of any of the following warning signs: 

[image: 044] Cracked floor tiles or other damage to the floor


[image: 045] Signs of vandalism to coin boxes or change machines


[image: 046] More than a few machines out of order


[image: 047] Water stains around washers


[image: 048] Give in the drums of dryers and front-loaders


[image: 049] Black dryer drums (indicating the coating has worn off)


[image: 050] Burn or smoke marks in access doors of dryers


[image: 051] Discoloration or burn marks on water heater


[image: 052] Rust or discoloration of water heater exhaust ducts


[image: 053] Water marks or water on the floor near the water heater


[image: 054] Malfunctioning bill changer


[image: 055] Vandalism in restroom








Crunching the Numbers 

Once you’ve evaluated the condition of the store, you must find out how much the store is making. Again, don’t take the owner’s word for it. Ask for the following documents so you can evaluate the expenses involved in running the store:
• The lease agreement (to see the amount of rent and scheduled increases)

• Water bills

• Gas bills

• Electric bills

• Sewer bills

• Repair bills

• Employee payroll

• Insurance agreement

• Annual taxes

• Invoices for supplies





Don’t forget the myriad other expenses you incur while running a business, such as trash   removal, office supplies, advertising, telephone charges, cleaning supplies, association fees, and accounting.
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Beware!

Laundry income peaks at certain times of the year. The first warm weather in the spring and the first cold weather in the fall result in an increase in business by as much as 20 percent. Be sure you adjust for this if you’re evaluating a laundry during those times of the year.



Once you have a handle on expenses, you’ll want to evaluate how much income the store generates. You know how much each customer pays to use a machine, so all you need to find out is how often each is used. The owner will tell you how many turns per day the machines get (the number of times each machine is used daily), but try to verify this figure by getting a few outside opinions. An experienced laundry owner, distributor, or consultant—someone who doesn’t have a stake in selling you the store—may be able to tell you how many turns per day you can expect.
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Bright Idea

One way to determine how much money a laundry is taking in is to calculate the number of turns per day (the number of times a machine is used daily) based on water usage. Top-loaders and front-loaders of various sizes use a predictable amount of water. Check the California Coin Laundry Association web site to learn how to make this calculation (see the Appendix for contact information).



Another option is to visit the store yourself to research usage. Park yourself in the store for a full day and count the number of times each machine is used. Consider whether it’s a slow day (midweek) or a busy one (weekend) and factor that into your estimate. This count will give you a general idea of what kind of income to expect. See the income and expense analyses in Chapter 11 for more on figuring out a store’s net income.


What’s it Worth to You? 

Once you have crunched the numbers and decided that the laundromat is making a heady enough profit, you’ll need to determine whether the asking price is fair. This can be difficult because the value of a laundromat is subjective. A laundry may be worth more to you than to someone else because you own the sandwich shop next door and would like to merge them. On the other hand, you may be looking at several stores and have only so much money to spend, so you might be willing to pay less than other buyers.

Whatever your situation, you don’t want to overpay. There’s no need to shell out $300,000 when a laundry is worth only $200,000. So how do you determine a fair value for a laundromat? Some laundry owners figure that the value of a laundry is roughly equal to 50 times its monthly net income. So if a laundry is taking in $1,000 per month after expenses, it’s worth $50,000. This amount assumes that the lease has 15 years left, the equipment is three years old, the neighborhood is stable, and the pricing and amenities are average. For more favorable conditions—a longer lease, a growing population of renters, new equipment—you should assume that the laundry is worth more than that. Likewise, for unfavorable conditions, such as machines in need of repair, lower income being generated and fewer amenities, you should assume that the store is worth less than this formula.


The Fixer-Upper


You may be able to find a good deal on a laundromat that has fallen into disrepair. If the owner hasn’t kept the store neat and the machines in good condition, it’s likely that customers have started to drift elsewhere. This reduces profits and in turn lowers the laundromat’s value. With a little tender, loving care, you may be able to attract customers back to the store and turn the business around.

Your best deal is a laundry that needs a little spiffing up—new paint, new floors, a few new machines—but not major repairs. You’d be surprised how much more inviting the laundry can look with a few cosmetic treatments.

Tim O’Connell, who owns 24 laundries in the Syracuse, New York, area, says that while he usually builds a new laundry, he’s purchased a few that were in good locations but hadn’t been taken care of. “A lot of times they just ran them right into the ground,” he says. “We saw an opportunity to make it a nicer place.”



Be aware that many other conditions can affect the price of a laundry business as well. The cost of land in your area, high sewer connection fees and competition from other laundries all figure into the value.

If you’re in a metropolitan area, you can compare the selling prices of similar laundromats, much like real estate agents do with houses. If a laundry that’s the same size as the one you’re looking at sells for $150,000 in a comparable neighborhood, you can expect to pay about that amount.

However, because the value of a laundromat depends on so many factors—lease, location, equipment and demographics, to name a few—it’s best to seek advice from someone who has experience. A consultant or another laundry owner who’s been in the business for a while can help you, as can a distributor. Just make sure the person you’re seeking advice from is not going to profit from the sale.

Laundry consultant Lionel Bogut says that he once reviewed a laundromat with an asking price of $500,000. The potential buyers asked him to determine whether that was a fair price. He looked over the profits and expenses, the state of the equipment, and the conditions of the lease, and decided that the laundry was worth between $200,000 and $220,000. Eventually, the owner dropped the price. Says Bogut, “The [buyers] saved themselves a lot of money.”





5


The New Laundromat



So you like the idea of opening a laundry. It suits your working style and personality, and you understand the steps you need to take to research the market. The next step—and it’s a crucial one—is to crunch the numbers. Before you plunge headfirst into the laundromat business,  you must know how much cash you will need upfront and how much you can expect to make.

In this chapter we’ll give you a rough idea of start-up costs and how to find the money to finance your business. Later, in Chapter 11, we’ll walk you through the process of figuring out your projected net income.




Start-Up Costs 

You can expect to encounter a number of basic start-up costs to get into the laundry business. Depending on whether you build a new laundry in a leased space or buy an existing one, your costs may include:
• Market research (literature/subscriptions/association fees)

• The cost of an existing laundry business

• Construction or remodeling (if you are building a new laundromat)

• Washer hook-up fees (sewer connection)

• Licenses/permits

• Equipment (See the “Equipment Basics Checklist” on page 50.)





Keep in mind that if you buy a laundry, you don’t pay for licenses or sewer connection fees (unless you decide to have additional washers installed). But you will have to pay for renovation and any new equipment you decide to install if you want to update the laundry.

In addition to these basic start-up costs, you may also have a number of ongoing expenses—a subject we will return to in Chapter 11. These include:
• Lease/rental costs

• Utilities (gas, sewer, water and electric)

• Insurance (fire, theft and liability)

• Employee payroll/benefits

• Miscellaneous supplies (cleaning supplies, soap, invoices for wash-and-fold, bathroom supplies, etc.)






Research and Development 

If you’re new to the laundry business, you will need to spend some time getting to know it better. That includes reading everything you can on the subject, including current publications as well as previous issues of trade magazines and newsletters. It will also be important for you to join professional associations and to interview experienced laundry owners. While we can’t put a figure on the time you’ll spend conducting research, you can count on spending about $300 to $400 for literature and association fees.

Once you’ve completed your research, you will need to figure out how much it will cost to build your store—to remodel a space and fill it with laundry equipment—or to buy  an existing laundry. Whether you decide to buy or build, you can expect to pay between $200,000 and $500,000 for an average-size laundromat (about 2,000 square feet).


Getting Off the Ground


Industry experts say a laundry takes between six months and a year to start turning a profit. “After that, you grow,” says laundry consultant Lionel Bogut. “And you continue to grow as long as you take care of your customers and your equipment.”

Collette Clarkson, who owns a laundry in Evans, Colorado, says she and her partner, Kim Clarkson, were “out of the red” in three months, and their business is still growing. On the other hand, Dave and Kris Anderson, with a laundromat in New Glarus, Wisconsin, have been in business for six years and are still breaking even. “Our goal is to get the equipment paid for as fast as we can,” Dave says. His costs are a little higher than many other laundry owners because he purchased the property his store is located on.



If you’re buying an existing laundry, figuring out your major start-up costs is simple—just determine the value of the business. (See Chapter 4 to learn more about arriving at a fair price for a laundry.) If you plan to renovate the existing store by painting the interior or putting in new flooring, be sure to add these costs to your start-up expenses.

Figuring out your start-up costs involves a little more work if you decide to build. Since you’ll be leasing a space that was something other than a laundry in a previous life, the cost of the construction is going to depend on how much remodeling you have to do. If the space you’ve chosen was formerly a beauty salon, for example, you’re going to have to add enough water, sewer and gas pipes for the conversion to a laundry. You’ll also have to provide enough electrical outlets, possibly move a few walls, and completely redecorate before it will look like a laundromat. You should hire a contractor to help you do all this remodeling (we’ll return to this subject in Chapter 6).

In general, you can expect to pay about $200,000 in construction costs to remodel an average-size space (2,000 square feet). This includes the cost of installing your equipment and putting in folding tables and seating. The remainder of your major start-up costs will be buying the equipment itself.

Be aware that your construction costs can fluctuate due to factors like the one that Brian De Coster, a laundry owner in Iowa City, Iowa, describes. When he was negotiating a lease for his laundry, he tried to get a spot on the end of a strip mall. He failed: He lost it to a woman who wanted to open a deli. So his contractor had to figure out a way to duct the dryers out the back and up into the ceiling. If he’d had the end spot, the ducts could have been placed out the side instead, and he could have saved on construction costs.


Licenses and Hidden Fees 

The licenses and permits you will need depend entirely on your location. Check with your municipality regarding:
• Business license

• Health department license (if you are serving food)
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Smart Tip

The SBA has a web site with links to states’ licenses and permits web pages (not all states have such a web page). Check it out at www.sba.gov/hotlist/license.html.





• Fire department permit

• Air and water pollution control permit

• Sign permit

• Public improvement fees

• Impact fees





You should also be aware of a few lesser-known fees that will affect you as a laundry owner. In many areas around the country, municipal water districts charge sewer connection fees. These can cost you anywhere from $200 to $8,000 per washer. If the fees are $8,000 per washer, the owner of a laundry with 30 washers must pay $240,000 in hook-up fees—almost what he’ll pay for construction! Brian Wallace, president and CEO of the Coin Laundry Association, tells us that high hook-up fees are one of the biggest problems facing the coin laundry industry today. “Before you get too far down the road, make sure you understand what if any impact fees, tap-on fees, wastewater fees—they call them lots of things—there are,” says Wallace. These fees are a major challenge to laundry developers. And in areas where operators are forced to pay these fees, the price of laundromats has also risen dramatically. If the fees are high in your chosen area, you may need to reconsider your entire plan.

In addition to sewer connection fees, you may find that you have to pay sewer and waste water fees, too—check with the local municipality. Don’t neglect to check on these charges when you’re researching a laundry business. After all, you will be using these utilities heavily, so you’ll want to know if the monthly charges will be manageable from the get-go.


The Goods 

If you decide to buy a laundry, you will already have a full complement of equipment—unless you want to replace a few of the older machines or add a few more machines to meet customer demand. However, if you   decide to build a laundry, buying equipment will eat up virtually all the rest of your start-up costs. You can expect to pay between $150,000 and $300,000 to fill an average-size laundromat with washers and dryers. Refer to the “Equipment Basics Checklist” on page 50 as you read through our rundown of equipment you should buy for your new laundry.
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Dollar Stretcher

Your manufacturer may try to sell you a warranty, but distributor and Coin Laundry Association chairman Bob Eisenberg says don’t waste your money: “Typically, for the first two or three years you aren’t going to experience any problems.”



Top-load washers cost between $500 and $700 each, and front-load washers cost between $3,500 and $20,000 each, depending on their size. One stacked dryer (which means two dryers arranged one on top of the other in a joined cabinet casing) costs between $5,000 and $6,000.
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Smart Tip

The Coin Laundry Association offers tours of laundromats. This is a great opportunity for prospective laundry owners to see how different laundries are set up and run. Tour participants also have a chance to talk with successful owners. See the Appendix for information on how to contact the Coin Laundry Association.



If you want to add a card system, it will cost you in the neighborhood of $40,000 to $80,000, including readers on the machines, a card dispenser and cards, and the software to compute equipment usage and let you change prices. It’s pricey, but take heart: With a card system, you don’t have to buy a change machine, which runs in the ballpark of $1,000 to $3,000. For more information on card systems, see Chapter 7.

A water heating system will run you between $15,000 and $40,000, and a soap vending machine will cost between $500 and $1,500. Those laundry carts that let customers transport their clothes from washer to dryer cost $50 to $75 each. Supplies such as soap, cleaning equipment, signs, clocks, and trash cans should run another $750 to $1,000.

If you plan to offer wash-and-fold service, you will need a cash register, laundry scale, and counter where customers can pick up their laundry. A basic electronic cash register will run you about $300 to $3,000, depending on how fancy you want to get. A scale for weighing wash-and-fold laundry will cost you between $400 and $1,000. The cost of a counter should be covered under your construction/installation costs.

If you want to buy a snack or soda vending machine, it will cost you between $3,000 and $4,000. As an alternative, you could contract with a vending company: They pay for the machine and the snacks and sodas, and split the profits with you.

If you choose to add amenities, like TVs or computers for your customers to play on the internet, this will cost you, too. A TV will run you about $200 to $500, and a basic computer system will cost you in the neighborhood of $1,500 to $2,000. Also factor in monthly fees for an ISP, which will be around $40.

Finally, if you don’t hire attendants, you might want to install a video security system. This will cost you between $6,000 and $10,000 or more, depending on the number of cameras and type of equipment you want. We said it would cost you.


Other Equipment 

You’ll also need invoices to give to customers who drop off their laundry for wash-and-fold. You can buy basic invoices from an office supply store, or you can have special ones printed up with your store’s name and policies.

If your laundry will be attended, you’ll want a phone in the store. It should have an answering machine or a voice mail service. You’re looking at paying $40 to $150 for a basic two-line speakerphone with auto-redial, memory and a mute button. To install a phone line in your store, it will cost you approximately $40 to $60. Expect to pay another $15 to $65 for an answering machine—or get voice mail for just $12 to $18 per month.

Consider buying a cell phone or pager if you’ll be away from your laundry much of the time and your attendants or customers will need to reach you quickly. If you will have an unattended laundry without a phone and you plan to take care of your office work at home, you may want to consider installing a separate business line so you can be listed in the Yellow Pages.

Like any other small-business owner, you’ll need equipment to run administrative tasks—paying bills, managing finances, calling repair people. A computer is not  essential, although it will make charting equipment use and keeping track of finances much easier. If you don’t already have one, you can purchase a basic setup for $1,500 to $2,000, including a hard drive, monitor, modem and printer. A spreadsheet program such as Microsoft Excel or accounting software like Intuit QuickBooks will save you a lot of time. Expect to pay in the range of $100 to $400 for one of these programs.


Equipment Basics Checklist

Store Essentials
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[image: 063] Water heating system


[image: 064] Soap vending machine


[image: 065] Change machines
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[image: 069] Miscellaneous supplies (soap, cleaning supplies, signs, clock, trash cans, bathroom supplies)



For Wash-and-Fold
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[image: 072] Scale (for weighing laundry)
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Office Supplies
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[image: 078] Business stationery/cards



Optional Items



[image: 079] Automatic lock system


[image: 080] Timer for lights


[image: 081] TVs/computers


[image: 082] Snack or soda vending machines


[image: 083] Video security system





You will probably need to copy a few documents and fax a few letters, but it’s not likely to happen often enough to justify purchasing a copier or a fax machine. You will, however, need a good calculator for figuring out your income and expenses; this will cost anywhere from $5 to $50, depending on the model you decide to go with.

Business stationery is not essential, as you won’t be writing letters to prospective clients, but it’s convenient for writing letters to suppliers or repair companies. And you may want to buy business cards that you can pass out to prospective customers.




For Example ... 

On page 52, we’ve provided sample start-up costs for two hypothetical companies: Suds-R-Us, a large laundry with attendants and wash-and-fold service, and Squeaky Clean Wash-and-Dry, a smaller laundry with no attendants and fewer amenities.

The owner of Suds-R-Us built his new laundry in a 3,000-square-foot space that he rented in a strip mall. The construction costs associated with remodeling the space and converting it to a laundry cost him $300,000. He bought the following equipment and had it installed: 10 top-load washers, 10 18-pound front-load washers, five 30-pound front-loaders, five 50-pound front-loaders, one 75-pound front-loader, and 16 stacked dryers (32 dryers total). Including the water heating system, a card system that includes software, and a soap vending machine, his equipment cost him a total of $290,500. On top of this, the local utility district charges $500 to hook up each washer, so the owner had to pay a total of $15,500 to have all 31 washing machines hooked up.

Suds-R-Us has three employees and offers customers wash-and-fold service (with the associated costs of a cash register and laundry scale). Three TVs have also been provided for the customers, at a total cost of $900. While the owner decided to buy his own soap vending machine (for $1,500), he decided to cut costs by contracting with an outside company for soda and snack vending services. To advertise his new store, the owner took out ads in both the local newspaper and the Yellow Pages. He also organized a large grand opening to introduce his business to the neighborhood, and he sent a direct mail advertisement with a discount coupon to potential customers in the area.

The owners of Squeaky Clean, on the other hand, bought an existing laundry located in the business district of a small town. The owners decided to renovate the 1,000-square-foot store. They wanted to repaint, replace flooring, install some better   lighting, and add several new machines to meet customer demand. The renovations came to $25,000, and the new equipment cost another $19,000.


Start-Up Costs


Compare these start-up costs for our two hypothetical businesses: the newly built Suds-R-Us and Squeaky Clean, an existing laundry that the owner bought and renovated. 



	
Start-Up Expenses 
	
Suds-R-Us 
	
Squeaky Clean 



	Cost of existing laundry business
	$0
	$150,000



	Construction/remodeling (new laundry)
	$300,000
	$0



	Renovations (to existing laundry)
	$0
	$25,000



	Dues and literature
	$400
	$400



	Washer hook-up fees (sewer connection)
	$15,500
	$400



	Business licenses/permits
	$100
	$0



	Advertising/grand opening
	$6,000
	$500



	Top-loaders ($600 each)
	$6,000
	$0



	18-pound front-loaders ($3,500 each)
	$35,000
	$0



	30-pound front-loaders ($5,000 each)
	$25,000
	$5,000



	50-pound front-loaders ($9,000 each)
	$45,000
	$9,000



	75-pound front-loaders
	$13,000
	$0



	Stacked dryers ($5,000 each)
	$80,000
	$5,000



	Card system
	$60,000
	$0



	Water heating system
	$25,000
	$0



	Soap dispenser
	$1,500 $1,500
	$0 $0



	Laundry carts ($75 each)
	
	



	Laundry scale
	$750
	$0



	Cash register
	$600
	$0



	Change machine
	$0
	$0



	Office equipment
	$250
	$100



	Phone installation
	$50
	$0



	Televisions ($300 each)
	$900
	$300



	Video security system
	$0
	$6,000



	Miscellaneous supplies
	$1,000
	$400



	
Total Start-Up Costs 
	
$616,800 
	
$202,100 









The business came with 5-year-old equipment, including 10 top-loaders, three 30-pound front-loaders, five stacked dryers (10 dryers), a change machine, and a soap vending machine. The owners decided to buy and install an additional 30-pound front-loader and one 50-pound front-loader. They had to pay $200 in hook-up fees per washer. They also had one stacked dryer (two dryers) installed to accommodate the additional volume of clothes from the front-loaders.

The owners of Squeaky Clean decided to put a TV set in their store for customers to watch while waiting for their laundry. And since they did not want to hire attendants, the owners installed a video security system for safety purposes. Squeaky Clean machines take coins, and, like Suds-R-Us, the vending services are contracted. To announce that the store is under new management, the owners decided to organize a small grand opening celebration. They also placed a Yellow Pages ad.




Finding the Money 

OK, you’re looking at spending hundreds of thousands of dollars to buy or build a laundry. Where are you going to get all this money? Wherever you can.

“Financing is a major issue of the coin laundry industry,” says CPA and laundry consultant Richard Weisinger. “Lenders want something that holds its value as collateral. Laundromat equipment is a heavily wasting asset. It wears out very quickly, and bankers are loathe to lend into an industry where the bulk of the value of the industry is tied up in intangibles [such as customer loyalty].”

That doesn’t mean, however, that banks won’t make loans to laundry entrepreneurs. Weisinger adds that if you have been in business before and have a good credit history, you should be able to get a loan. Most of the entrepreneurs interviewed for this book received loans from their local banks. A few also used family money. Those who had relationships with people at their banks approached them and received good deals.

Distributors, the folks who’ll sell you your equipment, will also help you finance a laundry. Many times, if a prospective owner can’t get a loan from a bank, the equipment manufacturer, through the distributor, will finance a store. Paul Donovan, former vice president of sales and marketing at laundry equipment   distributor PWS, says that PWS helps out entrepreneurs who show good business smarts.
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Bright Idea

Consider getting a revolving line of credit from your bank, a sort of preapproved loan that lets you borrow money quickly whenever you need it. If you have a major equipment failure or fire, for example, you can get money immediately to fix the problem.



Distributors want to see a business plan, including whether the store will be attended, what sort of services will be offered, and what kind of equipment will be promoted. “If someone comes out and says ‘Here I am; I’m 26 years old, and I want to finance at 90 percent, and I’ve never run a business,’ then we’re going to be a little tougher on them,” Donovan says.

Weisinger warns that distributors often offer sandwich financing, meaning that they borrow from the bank to loan to entrepreneurs and mark up the rate. The entrepreneurs interviewed for this book said that they received a better deal from banks. “The distributor couldn’t even come close,” says Collette Clarkson, who runs a laundry in Evans, Colorado.




Choosing a Structure 

Before you approach a lender, you should decide what sort of business structure you want to choose for your laundry. You can operate as a sole proprietor, a corporation, or a cross between these two business structures—meaning a limited liability company, an S corporation, or a partnership.

Operating as a sole proprietor is the simplest way to go—you just add a form to your personal income tax. You can use business losses to offset your personal income, thereby reducing your taxes. This is especially helpful in the first year of business, before your laundry has reached full swing. The downside is that you’re personally liable in case someone falls in your laundry and sues.

At the other extreme, operating as a corporation protects your personal assets from business debts, but you can’t use business losses to reduce your personal income tax. And incorporating your business is much more complicated and expensive.

The rest of the business structures you can choose from offer some sort of compromise between a sole proprietorship and a corporation.

Weisinger often recommends operating as an S corporation, but he says that a particular business structure is not crucial for laundromats. “There’s no one answer,” he says. “It’ll depend on your exposure, the simplicity in your life. The moment you form a corporation or a limited liability company, you have just bought yourself another tax preparation fee.” He also notes that while operating as a sole proprietorship makes you personally liable in case a customer sues, your insurance will pay for that.
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Calling in the Experts



You may have decided to start a laundry business because you like the idea of working on your own. But you can’t do it all by yourself. You’ll need lots of help from experts —from equipment distributors and accountants to repairpersons—to get off to a good start. In this chapter, we’ll describe  what these and other experts can do to help you get your laundry up and running. We’ll also cover how to select good ones to work with.




Distributors 

Distributors are the folks who sell you laundry equipment. Everyone who opens a new laundromat, or renovates an existing one, will need to work with a distributor before he or she can open. Even those who buy laundromats in pristine condition will eventually call on a distributor to replace worn out washers and dryers. Distributors work regionally, and they sell equipment from certain manufacturers. So while Joe Distributor sells only Wash King brand equipment in southern Florida, for example, Jane Distributor sells only Super Suds brand equipment, and only in Montana.

These people do much more than sell equipment, however. They can advise you on almost any aspect of your laundry. Distributors will advise you first of all on your location. To determine whether the site will be successful, they will evaluate the customer base surrounding the site, as well as parking and visibility. They’ll also look at whether you have enough space for the necessary equipment and whether the site can be remodeled to accommodate a laundry.

Brian De Coster, a laundry owner in Iowa City, Iowa, already knew a distributor through his rental business. When he decided to open a laundromat, he asked the distributor about several locations he had found. The distributor nixed them all. “The guy said it wasn’t going to work because of lack of parking,” De Coster says. Finally, he found a location his distributor did like. He built his laundry there, and business has taken off—in fact, he now owns four laundries.

Distributors will also help you with your equipment mix. They can tell you how many of each type of machine you’ll need, based on the customers in your location. (We’ll talk more about equipment mix in Chapter 7.) They’ll also install the equipment and offer you training in maintaining and repairing it. Distributors act as brokers in buying and selling a store, too.

“The distributor is really the local expert,” says Brian Wallace, president and CEO of the Coin Laundry Association. Distributors earn their money by selling you equipment; they won’t charge you for giving advice or for the time they spend explaining the business to you.


Choosing a Distributor 

To find a distributor in your area, talk with other laundry owners, preferably ones who won’t be in direct competition with you. Ask them whether the distributor they used was helpful, knowledgeable and honest about potential problems. You want a  distributor who will steer you away from bad locations—like the one that helped De Coster.


[image: 085]

Stat Fact

In a recent Coin Laundry Association survey, 29 percent of laundry owners said that the high cost of equipment maintenance was their biggest problem.



Also contact your local coin laundry association. These organizations have collective knowledge about distributors in your area and should be able to refer you to someone. Take the time to interview any distributors who have been recommended to you. You’ll be working with your distributor very closely for a while, so you want to find someone with whom you feel comfortable. Make sure he or she is responsive to questions, personable, and easy to talk with.

“I highly recommend that people who get into the business interview multiple distributors,” says Wallace. Although each distributor sells only one or maybe two makes of equipment, Wallace and other experts recommend that new laundry owners choose a person rather than a machine. The various brands of washers and dryers being manufactured now are all top quality, they say. What will really make a difference in your business is a good distributor who can advise you well.

“It’s really more important who you buy from than what you buy,” Wallace says. “You’d much rather find a distributor who’s knowledgeable of the industry, or that particular market, and use whatever brand of equipment they happen to carry.”

“I agree completely,” says Paul Partyka of American Coin-Op magazine. “Go with the distributor rather than the equipment.” He says that a few people have preferences for certain brands but adds that all brands seem to perform well. “I think people are generally satisfied with their equipment.”


A Second Opinion 

Wise distributors know that they will do well in the long run if they advise you honestly and help you avoid pitfalls. If your store is successful, you’ll likely want to open another one. Or you will recommend them to new owners.

But not all distributors are wise. And keep in mind that your distributor is in the business to sell you equipment. Distributors don’t make any money unless you buy or build a store. “[Distributors] are the worst possible people to go to to get an unbiased opinion,” says Richard Weisinger, a laundry consultant. “That has nothing to do with their integrity or lack of it. It is simply how they earn their living—by selling stores.”

When you’re buying a laundry, or building a new one, you’re paying hundreds of thousands of dollars, so it’s smart to play it safe. Get a second opinion. Even if you’d trust your distributor with your kids on a white-water rafting trip in the middle of winter, it’s still a good idea to get someone else’s viewpoint. The second opinion could come from another distributor, experienced laundry owners, your laundry association, or a consultant.




Consultants 

There’s a small group of people, most of them former laundry owners, who act as consultants for the laundry industry. You pay them by the hour, so they have no interest in whether you buy equipment or a particular store, or whether you even get into the laundry business.

Consultants will tell you if they think your location is good, whether your equipment mix is correct, whether the rent is fair, and what sort of profit you can expect from a certain store. They may even be able to estimate how many turns per day you can expect (how many times each piece of equipment will be used each day). This estimate will help you to price your services correctly.
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Bright Idea

After your laundry has been up and running for a while, ask a consultant to come and evaluate it for you to see where you could be making more money. There’s bound to be something you can do to cut costs or bring in more customers.



They can inspect a store and tell you what sort of shape the equipment is in; they can also tell you if there are any problems with the building itself. Consultants can advise you on how to run a wash-and-fold service and how to supervise your employees. Most importantly, they can determine how much a store is worth. In short, a consultant can advise you on just about every aspect of your business. They will cost you, though. Consultants charge from $150 to $300 per hour. For a listing of several laundry consultants, take a look at the Appendix in the back of the book.
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Dollar Stretcher

If you want to use a consultant, gather beforehand all the information about the laundry you want to purchase—demographics, a copy of the lease, information on fees and permits, utility bills, expense and income reports from the current owner, a pro forma from a distributor, and warranties. That way, you save yourself the hourly cost of having the consultant do this preliminary research.






Contractors 

Whether you are building a new laundry or renovating an existing one, you’ll need to hire a contractor (unless you are a contractor, like Dave Anderson, one of our entrepreneurs). There are a few contractors who specialize in laundries, but don’t go too much out of your way to find one. Plumbing is plumbing, and tiling is tiling—whether it’s for a house or for a laundromat.

“There really isn’t that much difference between the construction of a laundry and any other kind of construction,” says laundry consultant Lionel Bogut. “It’s not that different from what it is in an average home. Just find an experienced, all-around good contractor.”
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Beware!

Make sure any contractor you hire is bonded. This means the contractor is insured, so you won’t be liable in case of injury or accidents on the job. It also protects you in case the contractor destroys any equipment or creates any structural damage.



The best way to find a good contractor is to ask everyone you know—neighbors, business associates and friends—for recommendations. Contact those who are recommended to you and ask them to give you an estimate of how much it will cost to build or renovate your laundry. Don’t just go with the cheapest one—you don’t want anyone to cut corners. Try to find a happy medium between price and quality. And before you hire your contractor, be sure to verify that he or she is properly licensed.




Designers 

You may also want to work with a designer or architect when building or renovating your laundry. Most of the entrepreneurs interviewed for this book just designed their stores with the help of their distributors, but a few did choose to hire professional designers.

De Coster, who wanted a bold image for his store, gathered photographs of laundromats he liked and took them to a designer. The two of them worked together to create a store that made them both happy. With its bright colors and bold signs, De Coster says his store has the kind of look he wants—fresh and new.




Repairpersons 

If you have new equipment, for the first few years you won’t have to worry much about repairs. After that, however, you can expect machines to start giving you trouble. So, unless you’re very handy and expect to fix the machines in your store by yourself, you will likely need a repairperson. Don’t wait until a machine breaks to find one, though. It’s much better to have a repairperson lined up beforehand. If you have a regular repairperson, you can get your machines fixed quickly and efficiently by someone you know is competent.

Tim O’Connell, who owns 24 stores around Syracuse, New York, has two full-time mechanics. “They go as needed,” he said. “The attendants call when there’s something wrong.” Of course, a full-time repairperson makes sense only if you have a number of stores.

To find a repairperson, check with other laundry owners in your area. You may also be able to use a repair service offered by your equipment manufacturer; ask your dis  tributor about going this route. In general, you can expect to pay repairpersons between $250 and $350 a week, depending on the size of your laundry.


Association Expertise


Professional associations can provide invaluable help to new business owners. The staff and members are usually very experienced and knowledgeable about their industry, and they’re eager to provide an unbiased opinion (as long as you’re a member).

There is only one national laundry association, the Coin Laundry Association (it covers card-operated laundries, too); it has several affiliate organizations around the country. There are also separate regional associations—ask laundry owners in your area where you can find these groups.

Associations hold meetings and other networking opportunities and often publish guidebooks and newsletters, which they issue at a discount for members. Annual dues for associations usually run from $150 to $250. The Coin Laundry Association has a hotline for its members. If you’re unsure about any aspect of your business—whether it’s location, the right equipment mix or anything else—you can call during business hours and ask the opinion of an expert.






Other Expertise 

When you’re setting up your business, you should also hire the services of an attorney or an accountant. These professionals will help you decide on an appropriate business structure and make sure you’re up on all the tax issues. As with hiring a repairperson, it’s best to find a good lawyer or accountant before a crisis situation. How do you choose a good one? Rather than just flipping through the Yellow Pages, you should contact your local bar association for a referral. Another option is to ask other professionals you know, such as bankers or business owners in the laundry industry. You can network with other laundry owners through your local coin-laundry association and ask for their recommendations.
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Getting Equipped



A laundromat is all about the equipment inside it. While good customer service will help attract repeat business to your store, having the right number of quality machines (all in good working order) is paramount to your success. This chapter will cover the basic laundry equipment you’ll need for your store: washers, dryers, water heaters, change  machines, folding tables, and laundry carts. We’ll talk about the ideal equipment mix for your laundry and how to arrange equipment inside your store. We’ll also look at the “coin vs. card” debate and find out why one system may be better than the other for your laundromat.




Machine Basics 

Customers will visit a laundromat to use three types of machines: top-load washers, front-load washers, and dryers. The top-loaders are the standard washing machines you find in most homes—with a door that opens on top and an agitator in the middle. These can hold about 8 pounds of laundry.

Front-loaders are large washing machines with a door in the front and a drum that looks like that in a dryer. These come in various sizes, and people in the industry refer to them according to how much laundry the machines can hold, such as 25-pound front-loaders or 35-pounders. The smallest of these washers can hold 18 pounds of laundry, the largest as much as 125 pounds. Front-loaders use about half as much water as top-loaders per pound of wash: An 18-pound front-loader, for example, will use about the same amount of water as a top-loader. These machines are real moneymakers for laundry businesses because they’re so efficient.

The dryers in laundromats are similar to dryers in homes, except that they are larger. They can hold two loads of laundry from a top-load washer. Most commercial dryers manufactured these days are stacked dryers, which means two dryers sit one on top of the other in a joined cabinet casing. If you have 20 stacked dryers in your store, you have a total of 40 dryers for customers to use.


The Right Mix 

When you’re setting up your laundry, you should think about what types of machines you want to install and how many of each you will need. The first thing to consider is whether you’ll have the right ratio of washers to dryers. If you have too few dryers, for example, your customers will have to wait around before they can take their clothes out of the washer and put them in the dryer. This means that other customers won’t be able to get their laundry started and may go to another laundry instead.

The rule of thumb in the industry is to have one dryer for every two top-load washers and one for each front-load washer. This rule is based on the fact that customers generally put two loads of laundry from top-load washing machines into one dryer. If they use the front-loaders, however, they generally place one load of laundry into one dryer. Since drying can take a little longer than washing, some experts recommend that you add a few extra dryers above this estimate. “If you have 40 top-loaders, you want 21 to 22 dryers,” says consultant Lionel Bogut. With the right equipment mix, he says,  your customers can flow through your laundry quickly, leaving room for the next customer. “You have to constantly look at turnover in the laundry,” he says. “In many laundries you can increase business by taking out machines and putting in folding areas and dryers.”


Speedy Spinner


Besides washers and dryers, there’s another piece of equipment your customers can use: extractors. These are machines that spin at high speeds and take out much of the water left after the washer spin cycle. They can reduce drying time by as much as half.

Tom Leavitt has an extractor in one of his Seattle-area laundries. His customers like to use it for items that absorb a lot of water such as towels and bedspreads because it cuts down on the drying time. It’s also useful for items such as drapes, rugs, or comforters that can’t take a lot of heat. The extractor costs customers 69 cents per load to use.



Next, you’ll need to consider the number of top-loaders as compared with the number of front-loaders. Laundries in the United States have relied fairly heavily on top-loaders, but this practice is going the way of the dodo bird. Front-loaders last so much longer than top-loaders, and they save so much energy, that some distributors sell only front-loaders. “I don’t put top-load washers in stores anymore,” said Bob Eisenberg, a laundry owner and distributor with Qualclean Equipment in Philadelphia. Front-loaders are also a better deal for customers, as one of these machines can wash more than twice the amount of laundry that a top-load washer can—for less than twice the price. And customers, even those with washers at home, can use them to wash large items such as quilts and sleeping bags.

If you’re near a college or senior residence, however, you may want to include some top-loaders. Most of these people will be single and won’t have enough clothes every week to justify the large machines. Cindy Patel, owner of Mountain Wash Laundry in Shelby, North Carolina, included eight top-loaders in her 35-washer store. “The seniors like to wash their laundry in smaller loads,” she said, “and women like to wash their undergarments separately.” Also, some customers are used to top-loaders and intimidated by the front-loaders; if they don’t see any top-loaders in your store, they may pass it up for the next laundry.

It’s always a good idea to discuss equipment mix with your distributor. With his or her expertise, you should be able to determine the sort of mix that will suit your store best.


Where Everything Goes 

If it’s possible in your space, you want to place your washers and dryers opposite each other. For example, if your laundry is long and narrow, you want to put all the washers on one side and all the dryers on the other. Or if you have an island of machines intersecting the store, you could put all the washers against the walls and the dryers in the middle. This setup lets customers move their laundry quickly from one machine to the next, and it makes room for the next customer. See the “Sample Floor Plan” on page 67.
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Smart Tip

To help customers get their clothes from the washers to the dryers, you should provide them with laundry carts they can wheel around. Owners of unattended laundries complain that these tend to disappear; however, you can buy carts with vertical bars that prevent customers from taking them out the door.



Machines that are placed opposite each other should be spaced at least four feet apart, though six feet is better. Make sure they’re far enough apart that customers aren’t bumping into each other.

Although some of your customers are going to shove their clothes right from the dryer into their duffel bags and set off for home, most of them are going to be a little more careful with their clothing. You’ll need folding tables, counter-high tables that customers can use to fold their clothes, sheets, or towels before they take them home. Place the folding tables near the dryers so customers can dump their laundry directly from the dryers onto the tables. If you have folding tables placed opposite washers or dryers, allow at least four feet between the tables and the machines; you want your customers to have adequate space to transfer their laundry between the machines and from the dryers to the counters.

It’s best to place your front-load washers as close to the entrance of the store as possible. Customers who come in with huge bags of laundry will want to unload them as soon as possible. Another reason for this placement is that customers are more likely to use front-loaders if those are the washing machines they see first. Remember: It’s to your advantage to have customers use front-load washers, because these machines bring in more money than top-loaders while using less water per pound of laundry.


Equipment TLC 

Once you’ve filled your store with all this great equipment, you need to do everything you can to keep it running smoothly. Any store can expect to have one or two machines out of order now and then, but you’ll be losing a lot of money if more than that are on the fritz. Having machines in poor repair also sends a message to your customers that you don’t care about your store—a message that won’t encourage repeat business.
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Dollar Stretcher

Purchase parts for your machines and supplies, such as toilet paper and cleaning fluids, in bulk. You’ll not only get a discount, but you’ll save on the time and money spent buying these goods.



So you’ll want to repair machines as soon as they break. In addition, you may want to consider preventive maintenance to head off potential problems with older equipment. If you’re not handy with machines, don’t panic. You can hire a repairperson to do all the work for you (take a look back at Chapter 6 for a refresher). But if you can do some of the repair work yourself, you’ll save money. You’ll also get the machines up and running more quickly if you jump on the problem rather than wait for the repairperson to show up. Most of the entrepreneurs interviewed for this book knew next to nothing about laundry equipment when they started their businesses, yet they are doing many of the necessary repairs themselves.

“We’re learning by trial and error,” says The Last Load owner Collette Clarkson in Evans, Colorado. She and her partner, Kim Clarkson, attended a repair school offered by their distributor. They found it very helpful, she says, and would recommend it to new laundry owners.




In Hot Water 

That little water heater in your home that runs out of hot water after three showers isn’t going to cut it for your laundromat. You’ll need a sophisticated water heating system that will provide enough hot water for everyone, quickly. Some systems circulate water continuously throughout the store so that even the washers farthest from the heater provide hot water as soon as customers need it.

You might also want to think about a heat recovery system for hot water. These systems save energy and cut utility bills—one of your biggest expenses. They work by running cold incoming water through coils that wrap around the waste water pipe. When hot water drains through the pipe, the water in the coils gets heated. This fresh, warm water then goes to the water heater where it will be heated up the rest of the way. Since less energy is needed to heat the warmed water, you will save on your monthly gas bill.

Some laundry owners are saving money by using several smaller water heaters instead of one large one. During slow times, only one heater is working, thereby saving the owner the cost of keeping a large amount of water heated at all times.

Determining which system is the best for your store will depend on the size of your laundry, the hours it’s open, the price of utilities in your area, and other factors. Talk with your distributor and your contractor about choosing the right water heating system for your store.




The Card Advantage 

As we have mentioned briefly already, manufacturers now build washers and dryers that take cards rather than coins. Card systems are a fairly recent development, though. Brian Wallace of the Coin Laundry Association estimates that only 500 to 1,000 of the 35,000 or so laundries in the country are card-operated.

In a laundry with a card system, customers purchase a card from a card machine, often making a deposit of a few dollars for the card. The rest of the money is stored on the card much like it is on a phone card. Customers then swipe the card through the machines they want to use, and the machines subtract the price. If a customer puts too much money on a card, you can refund the amount left on the card.

There are many advantages to having a card system in your laundry:
• With a card system, you can change prices at any time. You can raise prices by pennies rather than 25 cents.

• You can issue discount cards that take off less money with each swipe. You can offer a discount to your regular customers by giving $22 of equipment use for $20, for example. You can easily offer specials to students or seniors, or to customers who use the laundry during slow periods.
The Cashless Crowd


Just think how much your customers will appreciate your store if they don’t have to lug their laundry to an ATM before they drag it into the laundromat. If you’re planning on purchasing a card system, ask about a card machine that accepts debit and credit cards.

Bob Eisenberg installed such a machine at his store in Upper Darby, Pennsylvania, and says it has taken in $20,000 over five months. “It probably adds between 10 and 15 percent to my business,” he says. These machines cost about $4,000 to $5,000.

Another way to draw customers who like the convenience of cards is to install an ATM. These machines cost about $6,000 to $8,000, and owners usually charge customers $1.50 to $2 to use them.

Eisenberg said he decided not to charge customers extra to use his creditcard-accepting machine. Even though it costs him 3.5 percent of each sale, he says, “I didn’t want to get customers mad at me. I’d rather give the customer other benefits.”



 
Sample Floor Plan
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• You don’t have to carry around bags of coins. This also means you don’t have to count coins.

• You get paid in advance. A customer will put $20 or $30 on a card, then hold onto it until the following week.

• The card keeps customers coming back to your store. Since customers often add more value to their cards than they intend to use in one trip, you know they’ll be returning to use up the balance.
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Smart Tip

Your customer base may determine whether a card system will work for your store. Seniors are often more apprehensive about using cards, and tourists often don’t want the trouble of buying a card and figuring out the system for just one or two visits.





• A card system’s software will automatically compute for you which machines are being used and how often—which means less work for you.





Cindy Patel, who decided to go with a card system, says, “It’s working great. I didn’t see any people who, after I showed them how it worked, decide that they didn’t want to use it.”

Bob Eisenberg adds, “There’s a whole laundry list of reasons” to use a card system. In his store, Family Wash Day in Upper Darby, Pennsylvania, he offers a discount on Tuesdays that is easy to implement, thanks to the card system, which can be programmed to charge a lower amount on a given day. “That has turned my slowest day into my busiest day,” he says. “My software just takes care of it and automatically changes the price at 12:01 A.M. No one has to do anything.”

Eisenberg adds that the card system is a benefit for customers, too: “I have 75-pound washers in my store that I vend for $7.45. How much time does it take to put in 30 quarters?”

Keep the following guidelines in mind when making a decision between a card system and the traditional coin system. A card system may be the best choice for your store if:
• You have the money to purchase the system.

• Your customers tend to be regulars.

• You want to give discounts and specials to certain groups.

• You don’t want to carry around bags of coins.

• Noncustomers keep using your change machines for bus or parking fares.








Happy with Coins 

Not everyone is sold on card systems. Several of the entrepreneurs interviewed for this book decided against cards when they built their stores. They didn’t want to pay the  extra $40,000 to $80,000 for the system, and they felt customers would be more comfortable with coins.


[image: 093]

Smart Tip

If you have an unattended laundry, always have two working coin changers. If one machine breaks or runs out of coins, customers can use the other one, and you’ll keep them in your store.



Collette Clarkson says she and her partner considered cards but decided against them after talking with other laundry owners. “With quarters, it’s something people always have,” she says. “They don’t like having to buy the card. They like having the freedom to come and go as they please, and go where they want.”

Dave Anderson of Alpine Laundry also decided against a card system. Dave built his New Glarus, Wisconsin, laundry next to a coin-operated car wash, so he figured customers from the car wash would be more likely to use his laundry if it were coin-operated as well. Another consideration for Anderson was the fact that New Glarus is a tourist town, so much of his business consists of one-time-only customers. He felt that customers wouldn’t want to go to the trouble of buying a card. Even if they did, he has an unattended laundry and wouldn’t be able to give refunds to anyone with value left on a card at the end of their vacation. “[My distributor] felt with the tourist trade that it made more sense,” says Anderson. And he feels it was the right decision: “I’ve never heard anyone complain about our coin system.”

If you go with coins over cards, you must have change machines in your store. Change machines are the lifeblood of any coin-operated laundry. If customers can’t make change, they can’t use your machines, and you’ll be out of business in a hurry. You may want to have two, just in case one breaks. Place both near the front window to discourage theft and always be sure they’re in good working condition.

As you weigh the pros and cons of going with a coin system, see if the factors listed below apply to you. Coins may be a better choice for your laundry if:
• You don’t want to pay for an expensive card system.

• Many of your customers are vacationers or infrequent users who are not likely to buy cards.

• Your customers speak different languages, and you won’t be able to explain the system to everyone.

• You don’t have an attendant to help customers use the system and give customers refunds.






[image: 094]

Beware!

To discourage counterfeiters, the U.S. Mint issues new bills and coins every few years. Older coin changers may not be able to read the new bills. When you’re purchasing a changer (or a store with a changer), make sure it can accept the newest bills from the Mint. Some changers also come with low-cost or free upgrades.
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Dressing the Store



If you’re building a laundromat, you’ll need to do more to your store than just load it with equipment—you’ll need to design and decorate it. If you’re buying an existing laundromat, you’ll likely want to update its appearance. A well-decorated store isn’t just pleasing to the eye. As we’ve said before, the laundry industry is a mature industry, so you’ll need to use everything in your arsenal to win customers from your competitors. 


You’ll want to start with a store that looks good and feels comfortable; after all, you need to provide customers with a more pleasant atmosphere than your competition offers. A little entertainment for adults and children alike goes a long way toward winning customers. Brainwash, a popular laundry in San Francisco, includes a full-service café. Customers can dump a load of clothes, then go have a meal or a cup of joe while they’re waiting. Others have tanning salons, cafes, or even mailboxes for rent. This chapter will cover decorating and amenities—the fine touches that will keep your customers returning.




General Guidelines 

When it comes to putting in the major components of your store’s interior—flooring, windows, lighting and signs—first of all, think clean. We’re back to that familiar refrain: Customers want to visit a clean store. They’ll be visiting your laundry to get clothes clean, not to dirty them in dryers that have mysterious substances stuck inside or on folding tables that haven’t been wiped down. Anything you can do to enhance the cleanliness of your store will reassure customers.

Besides, it’s much more pleasant to hang around in a nice-looking store—your customers have to stay there for a couple of hours, so give them something enjoyable to look at. They don’t want to stay in a store with peeling paint, burned-out light bulbs, and cracked ceiling tiles. By keeping your store looking nice, you give customers the message that you care about them and want their business.

Here are some general pointers for decorating your laundry:
• Go for a modern appearance. If your store looks like it hasn’t been touched since 1965, customers will wonder not only about its cleanliness but whether the equipment works.

• Use lighter colors for walls, ceilings and floors. These areas reflect light; as a result, your store will appear brighter if you use lighter colors. With reflected light, you may also spend less on electricity.

• Keep the design of the store as open as possible. You don’t want any hidden spaces where thieves can lurk.

• Use adequate lighting. Customers want to see their clothes clearly, and they want to feel safe.






Floor It 

Choosing flooring for your store will be one of your most important decorating decisions. The first thing customers will notice is the floor, so you want to make a strong statement. Collette Clarkson, an Evans, Colorado, laundry owner,   says she and her partner chose white floor tiles for their store because they felt that white looked cleaner than any other color.


[image: 095]

Beware!

Don’t place too many signs in your windows. For safety reasons, you want to keep those panes of glass as open as possible.




[image: 096]

Bright Idea

Place your coin changers near the front window of your laundromat so people on the street can see them. Also make sure they’re well lit. Thieves are less likely to try to break into change machines when they have an audience.



Since you or your employees will be mopping the floor every day, you want your flooring to be easy to clean, too. Tiles and certain types of linoleum are best; carpeting is not. Dave and Kris Anderson chose carpeting for their New Glarus, Wisconsin, store, a decision they now regret. While carpeting is comfortable for his customers to stand on, he and his wife, Kris, find it too difficult to clean. They have to vacuum it daily and shampoo it frequently. “That was one thing we wish we hadn’t done,” Kris says.

Keep in mind that you want a floor that’s skidproof. If a washer leaks or a customer spills some water, you don’t want all your employees and customers sliding and crashing onto the floor.

Finally, you want a floor that will be as resistant as possible to water damage. Check with your contractor about good quality flooring that offers durability, traction and a surface that’s easy to clean.


Window Dressing 

Be sure to front your store with large, plate-glass windows. Windows showcase your laundromat, which may attract customers who decide they like the look of your store. They also give customers a sense of security, since passersby can easily see what’s happening inside the store. And large windows let you capture natural light, saving electricity and providing a more comfortable atmosphere.


Sign Away 

You’ll need signs inside your laundry, both to inform customers about your policies and to protect yourself against liability. Don’t hand-write your signs: Spend the money to have some printed. This tells your customers that you’re a professional laundry owner who cares about your store’s appearance.


[image: 097]

Bright Idea

If you have a video game machine in your store, be sure to keep the screen clean. Customers are more likely to play games when they can see them clearly.



When coming up with the text for your signs, avoid the “No” syndrome—as in “No Smoking,” “No Sitting on Equipment,” “No Loitering,” “No Eating,” etc. No one likes being lectured to, so at least try to use the word “please.” You’ll find customers more willing to follow your rules if you speak to them nicely. Also try to give them alternatives:  
From Palm Trees to Planets


If you choose to incorporate a theme in the décor of your laundry, here are some ideas to get you started:

[image: 098] The Old West. You could have cowboy music on the radio, westerns on the TV, Texas landscapes on the walls, and a rocking horse for the children.


[image: 099] The Tropics. Your store could be transformed with palm trees (real or fake), Hawaiian shirts on the walls, and surf tunes on the radio.


[image: 100] Outer Space. You could run science fiction movies on the TV, have a rocket model that kids can play on, and paint the walls with stars and planets.


For example, “Please don’t smoke inside the store. We have a bench outside for those of you who smoke.”

Be sure to place signs saying that you are not responsible for theft or damage. This will help you in case of lawsuits. Finally, put up signs in all the languages your customers speak. If your laundry is in a neighborhood populated with Vietnamese immigrants, for example, get help from someone who speaks the language, or hire a translator to write signs in Vietnamese. Those potential customers who don’t speak English will feel welcome at your store.








Setting Yourself Apart 

Consider giving your store a theme or a gimmick. For example, one store in San Francisco plays classic black-and-white movies on their TV, and the walls are covered with photographs of movie stars from the 1920s and 1930s. Another store in Texas displays the owner’s collection of antique laundry equipment. Iowa City, Iowa, laundry owner Brian De Coster chose humor: He plays comedy channels on his TVs and places signs with clever puns, such as “We have a dryer sense of humor” and “We never clothes.” (His store is open 24 hours.)

A theme gives your store more personality; customers will remember it, and they’ll find your laundry a more interesting place to come to. A clever gimmick may also get you some free publicity from the local press. If you want to create a gimmick for your laundromat, think about who your customers are and what sort of theme they will appreciate. One owner in Southern California, with customers from all over Latin America, hung his laundry with flags from several of his customers’ native homelands and started serving traditional Latin American food.


[image: 101]

Beware!

Don’t forget to look at your laundromat from a toddler’s point of view. Get down on your hands and knees, and crawl all around your store looking for potential hazards. You’ll likely see some things you’ve never noticed before that might be relatively easy to fix.




For the Little Kids 

Many laundry owners are realizing that they can increase business by providing a play area for children. Often, customers need to bring their children to the laundromat, so giving little ones something to do makes the laundry chore much easier on parents. Having an area set aside for children can also help keep them from running around and possibly getting hurt or damaging equipment.

Collette Clarkson and her partner have a play area for children. They have a TV with a VCR, children’s videos and toys. “We wind up picking up a lot of toys,” she says, “but they love it.”

If you want to put in an area specifically for children, check with your insurance agent and your city or county officials regarding liability issues. These professionals should be able to tell you how to design the area to maximize safety and make sure you won’t be responsible in case a child gets hurt. In fact, you may need to place signs saying you’re not responsible for children’s safety.


For the Big Kids 

Even adults will get bored at a laundromat. After all, mostly what they are doing is waiting around for clothes to wash and dry. Many laundries these days have one or more TVs mounted to the wall. Some laundries keep the TVs tuned to one channel, some play videos, and others let customers change the channels themselves.

If your laundry is unattended and you want to let customers change the channel, mount the TV low enough on the wall so they can reach the channel and volume buttons. Customers are likely to walk off with a remote control, even if it’s tacked to a table.

Brian De Coster put in phone jacks near a table so customers can plug in their laptops. He placed a sign above the table saying “Internet Access” to let customers know about the service. “People have expressed that they really appreciate it,” he says. To ensure people don’t walk in with a phone and call Finland or Saudi Arabia, De Coster has put toll restrictions on the lines.

Many laundry owners also have pinball and video games for their customers. Clarkson says a video game vendor approached her about having a videogame console in her store. He put a machine in at no cost to her, and they split the profits 50–50. “We’ve seen as much as $300 a month off the video game,” Clarkson says. They change the game every so often to keep customers from getting bored.

You can talk to your distributor to find vendors that specialize in game machines, or check the Yellow Pages under “Games” or “Video Games.”


To Smoke or Not to Smoke


The smoking decision may not be up to you. Some cities and states are passing laws banning smoking in all public areas, including laundromats. But if you do have a choice, here are a few things to consider.

Laundry owners who have decided to ban smoking in their stores say their customers (even the smokers) appreciate cleaner-smelling clothing. And the nonsmokers like the cleaner air. Other laundry owners say their smoking customers don’t like having to stand outside, especially in foul weather, or having to wait until their wash is done to light up.

If you decide to ban smoking, place signs around your store reminding customers not to smoke. Try making humorous ones, such as “You light up my day—just don’t light up in the laundry. Please refrain from smoking.” Jokes help soften the blow to those customers dying for a nicotine fix. You or your attendants may have to remind smokers for the first few months after you open or after you decide to go smoke-free.

And if you are going to ask customers to smoke outside, be sure to place a container for cigarette butts, such as an umbrella stand filled with sand, outside the door. Chairs or a bench let smokers relax while they’re waiting for laundry and enjoying a smoke. And a sign saying “Smoking Area” lets smokers know that they’re still welcome at your laundry.




Snack Time 

It’s likely that your customers will get hungry and thirsty while they’re waiting for their laundry to finish. Even if your store is near a shopping area, many customers wisely don’t want to leave their clothes. So vending machines with sodas, chips and candy fit the bill. You can buy a vending machine, fill it yourself and take all the profits. Or you can contract with a vendor who will provide the machine and snacks and split the profits with you. Ask your distributor about vending companies in your area.

Clarkson and her partner decided to put in a snack counter rather than vending machines. They offer their customers—and anyone else who comes in—a soda in a glass with ice, along with candy bars and chips. The partners chose to go that route after talking with other laundry owners. “In interviewing other people, we found that [they] didn’t like cans, they liked a fountain drink,” Clarkson says.

They sell the snacks at a low cost because their store is next to a mini-mart. “If we had the same prices or higher, everyone would just go next door,” Clarkson says. Still, their snack business is brisk enough that it brings in $30 to $60 a day. “Our Pepsi distributor says we do more [business] than some of his restaurants.” Having the snack counter also improves customer relations, she says. “Our customers really appreciate the cheap prices.”
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The Attended Laundry



As mentioned in the last chapter, many laundries offer their customers a variety of services to make their in-store experience more enjoyable. But besides offering amenities such as snacks or computers, there are other important services to consider for your start-up. If you plan to have an attended laundry, you should definitely consider  offering laundry-related services, including wash-and-fold and an area to drop off and pick up dry cleaning. In this chapter, we’ll explore how to incorporate these services into your store and profit from them.

We’ll also look at what’s involved in taking on employees to attend your store. We’ll discuss some of the pros and cons of hiring attendants; then we’ll get into the details of hiring, supervising and motivating employees.




Wash-and-Fold 

According to Brian Wallace, president and CEO of the Coin Laundry Association, 65 percent of laundries offer wash-and-fold. If you’re interested in starting this service (also called drop-off or fluff-and-fold), take a look at the neighborhood surrounding your laundromat. Customers who use wash-and-fold are usually middle- to upperincome types who may or may not have laundry equipment at home. They use the service primarily to save time. So if your laundry is located in an area that has residents with a range of income levels, wash-and-fold could be a good complement to your coin- or card-operated laundry business.

Some of our entrepreneurs have realized a tidy income from wash-and-fold, while others have not. Collette Clarkson, owner of The Last Load in Evans, Colorado, said that wash-and-fold brings in an extra $2,000 a month. “I don’t know if we would be able to survive without it,” she says.

But Cindy Patel, with Mountain Wash Laundry in Shelby, North Carolina, said wash-and-fold “isn’t doing as well as we thought.” But she continues to offer it because her laundry is attended, and it doesn’t cost her any extra.

As long as you plan to have an attended laundry, there’s little reason not to give wash-and-fold a try. Starting a wash-and-fold service will cost you little—possibly less than $500. Even if the service never quite becomes a hit, it can still bring in some money. You’ll be paying your attendants the same amount whether they do wash-and-fold or not. In fact, many laundry owners offer their customers wash-and-fold service to help cover attendants’ salaries.


[image: 102]

Beware!

Clothing that is stained with grease, oil, or some other flammable substance could cause a dryer fire. Make sure anything you or your attendants wash is fully cleaned before it goes into a dryer. Also, watch for customers who throw clothing in the dryer without running it through the wash




How it Works 

The equipment you’ll need for a wash-and-fold service is minimal: a scale, a book of invoices, plastic laundry bags, stain removers, and detergent. You can buy a scale and the plastic bags  from your distributor or a laundry supply company. You can purchase generic invoices from an office supply store, or you can have some printed up with your store’s name and policies on them (see the sample invoice on page 82).
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Beware!

Many cleaning fluids contain solvents that are combustible and could burst into flames if they get too warm. So keep all cleaning fluids away from heat sources like washers, dryers, irons, heating elements, and water heaters.



Once you start your wash-and-fold service, put up a sign in your laundry to let customers know you’re offering this new service. Since they might not understand what “wash-and-fold” means, put up a sign that says something like, “We’ll do your laundry for you.” Also provide a counter so customers know where to bring their laundry. It helps to have a sign saying, “Drop your laundry here.” In a large laundromat full of washers and dryers, folding tables, and vending machines, it’s not always clear to customers where they should bring their clothes.

To provide basic wash-and-fold service, you or your attendant should follow these steps:
• When customers bring in laundry for wash-and-fold, weigh it in front of them so they know how much it will cost. Write the weight down on the invoice, along with the total cost. Make sure you get your customers’ names and phone numbers in case they forget to pick up their clothes. Tell them when their clothes will be ready and give them their copy of the invoice.
If the laundry is brought in damp or wet (customers sometimes bring in towels wet from the shower or swimming), note that on the invoice. This will help if customers are worried that some clothes are missing because the laundry weighs less when they pick it up than it did when they dropped it off.





• Check the clothes for any stains and pre-treat them as well as you can. There are several good books available for treating stains—see the Appendix for more information. These books can tell you what stain-removing products you’ll need to buy and which of these products work best on different types of stains.
Clarkson says she and her attendants do their best to remove all the stains on the clothes. “We don’t charge extra,” she says. But they also don’t promise they’ll be able to remove them. Check to make sure there’s nothing in the pockets: Some items, such as lipstick tubes and pens, will stain the entire wash. Others, namely cigarette lighters, could explode in a dryer.





• Wash and dry the laundry. Follow the directions on clothing labels and make sure dark-colored items (especially those dyed red) are separate from the lightcolored ones. Also be sure to keep each customer’s laundry separate.

• Fold the laundry. Instruct your attendants to fold laundry the same way each time. Your repeat customers become accustomed to having their laundry folded   a certain way, and they section off their dresser drawers to fit the clothes.
Laundry Invoice

[image: 104]





• Place the laundry in a plastic bag and weigh it again to make sure it weighs the same as it did when the customer brought it in. This helps ensure that a few shirts or a pair of pants didn’t end up in someone else’s wash. When the customer comes to pick up the laundry, weigh it again to show him or her that it’s all there.
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Bright Idea

Asking customers to pay for wash-and-fold service ahead of time ensures that more of them will come back to pick up their laundry. A surprising number of customers never return for their clothes.




Pricing and Turnaround 

The average charge for wash-and-fold service is between 80 and 90 cents a pound, with most laundry owners charging between 75 cents and $1.25. But in some cases, laundry owners will offer discounts or charge higher prices.

Tom Leavitt, who owns three Darcies Laundries in the Seattle area, for example, charges 20 cents less for large orders. On the other hand, many laundries charge extra for special instructions, such as cold water only for some items or delicate wash for selected items. You may also want to consider charging more for shirts that need to be placed on hangers or starched.

Wash-and-fold service is pretty speedy: Laundries often have clothes all washed and folded by the evening, provided that customers bring their orders in before noon. Some laundry owners give a one-day turnaround for clothes that require special instructions.


Left Behind


As strange as it may sound, some customers are going to leave their laundry with an attendant for wash-and-fold, then walk out the door and never come back. Some will also leave their laundry in the machines, then go run errands and never return.

Most states have a statute governing how long you have to hold onto unclaimed garments. It ranges from zero days to an indefinite amount of time, according to Brian Wallace of the Coin Laundry Association. “The best thing is to check with the attorney general or statutes in that state,” he says. You can also search the web, using the keywords “unclaimed garment laws” and the name of your state.




Delivery 

While offering wash-and-fold service provides your customers with the convenience they want, delivery takes that service to the next level. In response to customer demand for timesaving services, a few laundry owners are starting to make delivery part of the package. They pick up dirty laundry at customers’ homes, take it to their stores, wash and fold it, and return it to the customer the next day.

This service works best for laundries that have a number of interested customers who live in close proximity to each other. “If [laundry owners] can get enough [interested customers] to establish some type of route, they are willing to take on a pickup and drop-off at an additional charge to the customer,” says Paul Partyka, editor of American Coin-Op magazine. He notes that with so many two-income families, the need for this service is growing. A laundry can expect to earn about $1.25 per pound for delivery service.




Dry Cleaning 

Many coin- or card-operated laundry owners also contract with a dry cleaner. They take clothes from customers and hold them for the dry cleaner—who later picks up the clothes, cleans them and brings them back. Clarkson says a dry cleaning service approached her and her partner about taking dry cleaning items. The partners get 30 percent of the profit on each order they take—just for tagging the clothes and storing them for the dry cleaner. Clarkson says it’s a great deal: “We don’t do much for that 30 percent.”
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Order for pickup on:

S M T W TH F s after Am/em.

Weight Price Total

Special instructions or conditions:

Not responsible foritems left more than 30 days.
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