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Industry operators are laking
a harder look

at constructing new
processing facilities,

but when conditions are right
for these, theyre the preferred
alternative to renovation.

First of a two-part series
concluding next month

ew laundry plants are likely having an impact

on your business today. Your company may

have built one. Or a competitor might have.

Then again, you may never set foot in one.

And one might never go up in the local market in which you
work. Still, you’ll always be affected. Each company’s or
chain’s decision to build—or not—guides their operations
and thereby influences the competitive scenario in their
markets.

To comment on the industry-wide impact of new plant con-
struction, /Z assembled a panel of three:

B Gerard O’Neill, president and CEO, American Laundry
Systems, division of E&O Mechanical, Haverhill, Mass. The com-
pany provides project management, plant design and layout,
and installation services, as well as consultation in energy sys-
tems and mechanical engineering,

B Ed Kwasnick, president and founding principal, Turnkey
Industrial Engineering Services, Inc., Charlottesville, Va.
Turnkey provides facility planning and process improvement




and they will come

services, handling new construction and upgrades
and improving current operations’ efficiency.

W Larry Patton, plant operations director, UTSA,
Arlington, Va. He joined the association in 2002 after
eight years with Omni Services, Culpeper, Va., the
90-plus location industrial laundry chain now part
of Cintas Corp., Cincinnati. He was Omni’s VP of en-
gineering, fleet operations, and corporate safety.

In the following interview, they offer a laundry
operator’s bottom-line perspective on the creation of
new facilities.

Do you consider this a busy time for
building new plants? Why or why not?

O’Neill: Yes, this is an extremely busy time for so-
called large scale projects in the industry. The rea-
soning behind this is that interest rates are starting
to rise, prompting the move for larger capital expen-
ditures. And it is a Clean Show year and some Euro-
pean-based equipment vendors (not all) are dis-
counting or making a big push this year with their
products.

Kwasnick: Yes, it is a busy time. Many compa-
nies have put major capital projects on hold during
the past five to seven years, waiting to see what is go-
ing to happen with the economy. However, they can
only wait so long,

Now that the economy is strengthening, and busi-
ness is improving, these companies need to prepare
for the road ahead. And that means handling in-
creased production in a more efficient and cost effec-
tive manner. In many cases, existing facilities will
not provide the answer and a major renovation or
construction of a new plant is needed.

Patton: For the largest operators, it is always a
busy time to build or renovate plants. There are so
many demands for help and support from the cor-
porate level and plant level. Industry suppliers can
be backlogged for some time period. So projects
have to get into the queue.

Do you see more operations hecoming
more amenable or suitable for multi-shift
operations, thereby decreasing the need
for more plants?

O’Neill: Multi-shift plants come with their own
issues: wear and tear on machinery, decreased pro-
ductivity on later shifts, etc. The availability of exist-

ing buildings has increased dramatically in the last
two to three years. The need to build new (from the
ground up) is no longer the way to go.

The costs of steel and various construction expens-
es have increased dramatically in the last 12 to 18
months, so finding an existing building and retro-
fitting it is a very attractive option at this time. Steel
prices are going in one direction only, so a delay of
six to 12 months can mean 30 or 50 percent increas-
es in steel building costs alone.

Kwasnick: Yes, more companies are moving to
multi-shift operations to reduce building and equip-
ment costs, thereby reducing their up-front capital
investment. This also allows maximum production
output per dollar invested.

Patton: The myth that laundries should only run
one shift is now gone. The hardest shift to staff and
maintain is from 3 to 11 p.m. because family time is
almost nil; 11 p.m. to 7 a.m. is easier to staff and can
be as productive. We used to be told that when the
management was out of the plant, the employees
could get more work done!

Other industries have run two and three shifts for
many years without problems. In our business, it is
just a matter of changing supervision and manage-
ment’s mindset. Our companies are moving toward
multi-shift operations; it makes economic sense from
an asset utilization standpoint.

Do you think that today, in some situations
(locations) in which plants might have
previously been built, that
branches/depots/service centers are
established instead?

O’Neill: Branches, depots, service centers, etc. are
an option when the “mother” plant can gear up to
handle the extra load they create. An existing build-
ing is located for the purpose of route makeup and
storage. This is fine, as long as the mother facility
can produce the work needed.

Kwasnick: It depends on the strategic vision of
the company. If a company decides to invest in very
large processing plants, they will require more ser-
vice centers over a larger geographic area to feed
work to the main plant. If they decide to build small
or medium sized processing plants, they will build
more of these facilities and require a smaller num-
ber of service centers.
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Patton: Some companies are building larger
processing plants and serving more depots or service
centers than in the past. Service centers can be much
closer to customers than a mother plant. We always
wanted a mother plant to be two hours away or less.

When you size a new plant today, to you
allocate as much space for growth as you
used to? Or is there more emphasis on
making greater use of the assets? Do you
figure you're going to run the same
equipment longer each day, so you don't
allocate as much space as you used to? But
you still want plenty of extra space to
store goods, right?

O’Neill: Designing with a 30 percent growth fac-
tor used to be an acceptable goal. Today, 50 percent
is more the norm. The option is and has always been
there to add shifts or extend the work day, etc. How-
ever, you still have to deliver these goods. You cannot
deliver at 1 a.m., so the facility needs more storage
space.

It's a Catch-22 situation: extend the hours and in-
crease the storage space allotted in the plant (that
should be for production equipment). Now other is-
sues come into play. Is the “cube” being used to its
fullest extent? Is the plant flow inefficient due to ex-
cess storage needs? The ultimate answer: find anoth-
er building when you are ready!

Kwasnick: When we size a new facility, we pro-
vide space for 10 years of growth. That space might
be constructed up front, or added to the plant at a
later date. Either way, it is designed into the facility
from the start.

However, the actual amount of space allocated for
future growth is getting smaller, just as new plant
footprints are getting smaller. Because there is more
emphasis on multiple shifts, maximizing equipment
output, and using cubic space in the building more
efficiently, new plants are producing more poundage
in less square footage than old plants.

So, we provide just as much growth capability
now as we did 10 years ago. However, due to design
and technology improvements, we require less space
for the same amount of growth.

Patton: Our basic new plant footprint was ap-
proximately 50,000 square feet with 5,000 square
feet of office space for a 300,000-pound-per-week op-
eration running approximately 20 hours per day. We
focused on using the cube.

I would probably leave more space today, in
strategic areas, than 10 years ago, because things
continue to change and I would hate to have failed
in planning the facility for growth in different mar-
kets.

Why would you ever need to huild a new
plant as opposed to expanding an older
one? Because the huilding itself

(infrastructure) is just too old to function
anymore? Or the lot is too small to
accommodate expansion? Otherwise,
couldn’'t you deal with every filled-to-the-
gills problem just by putting up a building
addition?

O’Neill: Lot size or existing building limitations
are some of the main reasons for “new building”
projects. A lot can be done with the existing facility,
but here’s a big issue: the cost of expanding and then
retrofitting an existing plant can be as much as 75
percent of finding an existing building and starting
anew.

So, with a renovation, at the end of the day, you
have a plant that literally got turned around and
now has more capacity and room to grow. But the
headaches and loss of production—there is always
some loss—may not have been worth the effort. If
you can do something offsite and allow the existing
facility to run as if nothing is happening, that is the
way to go.

Kwasnick: Sometimes existing plants provide cer-
tain inherent constraints that severely impede produc-
tion improvement. And these constraints are extreme-
ly difficult or impossible to overcome.

For example, an existing facility might have 30-
foot spacing between columns and 14-foot-high
ceilings. The low ceiling makes it very difficult to in-
stall overhead monorail systems, garment trolley
systems, stacked garment sorting systems, or other
production systems that require additional clear
height.

In addition, the column spacing makes it difficult
to install ironer systems (especially wide ironers),
automated washroom equipment, and other equip-
ment due to the limited space between structural
columns.

To change the column spacing and raise the clear
height of the building would be cost prohibitive. So,
construction of a new facility becomes more cost ef-
fective.

If a plant is landlocked and cannot build an addi-
tion, new construction can provide the answer. Also,
if a company’s target market has changed and their
customer base is a long distance from their plant,
then a new plant closer to the customer base will re-
duce delivery time and costs.

Lastly, a new addition to an existing plant will not
provide relief for every filled-to-the-gills problem.
What if the plant can only build to the north, but
they need additional washroom capacity, which is on
the south end of the building? By building to the
north, you do not provide space where you really
need it.

If you decide to build an addition and relocate the
washroom, the capital costs increase exponentially,
because you have to modify the process piping, floor
trenches, and other process infrastructure. Suddenly,
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the cost of a new plant is only marginally more ex-
pensive, and you get a custom built facility to meet
your exact needs with planning for future growth.

Patton: Earlier plants generally were built small-
er with less head room. This made the plants have a
bigger footprint. Now using the cube allows processes
to be in the ceiling space, saving floor space and dol-
lars.

When you consider renovating an older facility,
you find the infrastructure may not be able to han-
dle the growth and the cost difference for new con-
struction may not be that great. Piping systems are
probably too small in size and capacity. Plus, you
have to keep working and processing product as you
renovate and that makes the scheduling really
tough.

However, building additions can work if the reno-
vation can be accomplished in phases and the end
product can yield good work flow.

Have we seen the end of huilding new
plants speculatively in a market, e.g.
organic growth is not as promising as it
once was? In other words, aren't new
plant projects driven entirely by existing
business in a given location?

O’Neill: The “build it and they will come” atti-
tude is and has always been a risky one. Building a
plant on speculation is extremely risky, but if com-
mitments on business are in place prior to building,
it is a less stressful experience. Sometimes it takes a
little roll of the dice to be successful, but an educated
roll of the dice is just smart, good business.

Kwasnick: The high cost of a new plant makes
speculation too risky. So, the “build it and they will
come” concept is no longer valid. You better do your
homework to make sure you can cover your invest-
ment before you build that new facility.

Patton: There will definitely be less speculation in
building new plants. We always considered growth
market areas when deciding where to put a new plant
and possibly taking business from a neighboring
plant that may almost be at capacity. That would pro-
vide growth opportunity for both facilities and an ex-
isting business base for the new plant. Now it proba-
bly centers around existing business and consolida-
tion of facilities.

Suppose a chain moves into a market
through acquisition and doesn't want the
plant. But they don't have anywhere else
to do the work. Do they immediately plan a
new one? Is this scenario less frequent
today, hecause they already have a
presence in so many markets where they
make acquisitions?

O’Neill: If the existing facility is beyond hope (it’s
got to be pretty bad for this) and it looks like a “‘money

pit,” you look elsewhere for another building. Most
buildings can be salvaged and made efficient by hav-
ing an “industry-friendly” company take a look at it
(before you condemn it).

It’s more frequent than you may think. Unfortu-
nately, many companies have resisted upgrading their
plants for so long that when forced to do so, either by
competition from outside their home turf, or by neces-
sity to just keep washing, they find themselves looking
at a huge investment (in their minds) and put the
word out that they are for sale.

So now the prospective buyer still has to deal with
an old, inefficient plant. This could cause him to not
offer as much as he probably would have if the plant
was in good shape. Either way, it's detrimental to the
business to not keep the plant in good working order.

Kwasnick: This depends on the flexibility of the
company’s business model. If the production
processes within a company are very standardized,
then absorbing a plant that does not meet these
standards can be very disruptive. So remodeling the
existing plant or constructing a new one may be the
best course of action.

However, if the company does not have rigid pro-
duction requirements, minor modifications of the
existing plant are an option. For large national
chains, the company may already have a plant, or
even two, in the area. This allows them to absorb the
production into the existing plant(s) and shut down
the acquired location.

Patton: We developed a plan before an acquisi-
tion was made to either move the business or reno-
vate enough to ensure reasonable productivity and
consistent production. If we could move the business,
we included the property sale in the financial pro
forma for the acquisition.

Do most operators have some Kind of
ohjective or practice tied into plant age;
that all facilities should be no older than
XX years; each should be analyzed for
expansion or replacement every X years;
or that each facility’s square footage
ought to he examined every so often, etc.?
O’Neill: The useful lifespan of a plant depends
mainly on the attitude of keeping the plant in good
working condition. A coat of paint, refinishing the
floor, new lighting, etc. can make an old plant look
as good as new. Keeping the equipment in good
working order and updating technology when it
makes sense can keep a plant running indefinitely.
There is no time frame for replacement for a well-
run operation. The time frame should always be
linked to growth. Can you do new or more of the
same type of work in this building? If the answer is
no,” you probably never had to ask the question. Tt
has become evident that you have exhausted the po-
tential of your existing building and equipment. If
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the answer is “sure, we can,” you likely have not
reached the ultimate capacity of your existing build-
ing!

Kwasnick: Again, this would be an individual-
company answer. These are issues worth consider-
ing, particularly for chains.

Patton: No, we didn’t use this approach. We had
an ongoing process for facility evaluations, with cap-
ital requests coming to the corporate office every
year.

An automated equivalent is available for
just about every type of manual plant
system, from receiving soil to loading out
clean. If every operation is manual,
sometimes, is it worth completely
replacing the plant because it's the most
cost-effective way to automate
everything?

O’Neill: Absolutely not. You can automate part of
an existing facility and keep the whole operation
running. While this is tricky in some situations, it
can be done if the right people are involved in the
retrofit. All it takes is one small area to start in, where
a process can be transferred while the other area is
updated.

It’s almost like a Lego building project. You start
with one small block and eventually you have com-
pleted the project. While the cost may be substantial
(75 percent of new), it still saved you 25 percent. But
you will have some major headaches. Whether it’s
worth it or not is up to the operators themselves.

Kwasnick: Sometimes building a new plant is
the best option, but not because everything is manu-
al. More likely, it is because upgrading to automated
equipment requires additional clear height, larger
column spacing, or other changes that are cost pro-
hibitive.

Patton: It would depend on how the plant is op-
erating. Our old Culpeper plant made a lot of money
and was pretty much a manual plant except for
hanging machines. Eventually, we were planning to
upgrade the facility in the washroom and sortation
areas.

What about the “showcase” factor? No
one is going to huild a new plant just
because it would look good to customers
and prospects. But does this ever hecome
one of the factors in making the decision
to replace an older one? Perhaps the
older one still has some life in it, but the
promotional and human resources henefits
of creating an attractive new workplace
put the project over the line?

0’Neill: The showcase factor is bigger then you
think. Today, a lot of businesses operate on *“political-
ly correct” ideas of ergonomics, environment-friend-

ly machinery, etc. Laundry customers are as politi-
cally correct as anyone.

I have seen a lot of contracts for laundry being
awarded after a tour of a new state-of-the-art facility.
Thus, the showcase factor has its price, but whether
it's worth it or not is a case-by-case situation.

Kwasnick: Yes, this definitely plays a role when a
company wants to increase their presence in a mar-
ket, especially when trying to solicit the business of
larger, more professional customers.

When I operated a new state-of-the-art laundry,
we used plant tours as a point of differentiation in
our local market. Many times, that new plant provid-
ed the image of professionalism necessary to tip the
scales in our direction.

Patton: No, I do not think so. I have seen older fa-
cilities that are in as good condition as ones that are
five or 10 years old. Older plants can become “cash
cows” because there is no depreciation expense and
they are generally run very well. Profit margins can
be in the 30 percent range.

What would prompt you to build a plant
from the ground up, rather than use an
existing building? In industrial, the lack of
adequate ceiling space? In linen, anything
in particular?

O’Neill: Building height has always been a draw-
back and so too are available utilities. Surprisingly,
though, a lot of existing buildings out there are not
quite 24 or 28 feet clear, but many storage facilities
(now empty) are close. Some even exceed the
heights desired.

While it is always smart to use the cube (especially
building new, as you pay a square-foot price to build
and the sky’s the limit), the cost of existing building
square footage can be so low that you don’t need to be
so worried about the cube.

Thus, if you get all the square footage you need at
a much lower price per foot, you’ve struck a favor-
able compromise between using the cube and get-
ting a larger building,

Kwasnick: I think I covered this in my answer to
the previous question about new versus existing
plants.

Patton: In industrial, I believe the reasons would
be more toward capacity, not ceiling height or space.
Then you consider issues such as facility age, loca-
tion in reference to the business, facility condition,
the extent and cost of the renovations required, and
what incentives are available for new construction
like tax breaks or economic development incentives.

In linen, floor space and these issues are factors.
You may find that plant optimization, like route opti-
mization, is a much more costly because most folks
wait too long to build plants.

Next month: Patton’s “wish list” for new plan/fi



