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The Real Cost of Increasing Fuel Prices

The tale of three carpet cleaning businesses

By Nick Bredhauer BHosp, MAcc, AIMM, CEO Carpet Cleaners Warehouse 

One of my dearest customers came to me and wanted me to sell his truckmount. I said, “Why would you want to do that?” he said “I can’t afford it; I am going to use my portable instead.” After a little convincing and some illustrations, I was able to get him to see that selling his truckmount could spell the end to his prosperous business. It’s on the bulletin boards it’s in the magazines, sell your truckmount the world is coming to an end. I can’t help the feeling that some of us are being a bit alarmist. 

A 20% jump in fuel costs seams like a lot, but let’s put that into context. Over one year the average carpet cleaner would use about 3500 litters of fuel. A rise of 20% would mean less than $1000 difference to the bottom line (see figure 1). If we all in our businesses concentrated on picking up one or two more regular customers instead of looking for ways to reduce our cost or dare I say it SKIMP then we could more than make up for the additional $1000 in costs.
	Machine hours
	1000
	1000
	1000
	1000
	1000

	Litters of fuel per hour
	3.5
	3.5
	3.5
	3.5
	3.5

	Total litters of fuel per year
	3500
	3500
	3500
	3500
	3500

	Price of fuel not inc GST
	 $ 1.09 
	 $ 1.18 
	 $ 1.27 
	 $ 1.36 
	 $ 1.45 

	Total cost of fuel
	 $ 3,818.18 
	 $ 4,136.36 
	 $ 4,454.55 
	 $ 4,772.73 
	 $ 5,090.91 

	* The differance between $1.50 per liter and $1.20 per liter at the bowser is less than a $1000 per year


Figure 1

I continued to get more concerned customers calling me; I continued to read posts on the internet bulletin boards. It just did not make sence to me. Why you would want to stop using your truckmount due to rising fuel costs? So I decided to do a little more research. I needed to ask the question… Just how much cheaper is it to run a portable instead of a truckmount? 

I asked a lot of questions and did a lot of research and came up with three imaginary businesses, one running the new Hydramaster CDS 4.8 top of the range van driven unit, one running a HydraMaster Boxxer 421 mid range slide in unit, and one running a top end Portable. Coming up with the figures I attempted to be as conservative as possible, I used prices such as $2.50 per square metre, 60 square meters per job, and sales conversion rates such as 10% of jobs purchased carpet protection at a rate of $2.50 per meter. All in an effort to get as accurate an outcome to my costing as I could. (See figure 2)

	REVENUE PER YEAR
	CDS4.8
	BOXXER 421
	PORTABLE

	
	
	
	
	

	
	Carpet Cleaning
	 $ 126,000
	 $ 126,000
	 $ 75,600

	
	Carpet Protection
	 $ 12,600
	 $ 12,600
	 $ 7,560

	
	Upholstery Cleaning
	 $ 21,000
	 $ 21,000
	 $ 12,600

	
	Upholstery Protection
	 $ 4,200
	 $ 4,200
	 $ 2,520

	
	Leather Cleaning & Protection
	 $ 6,720
	 $ 6,720
	 $ 4,032

	
	Other Services
	 $ 17,052
	 $ 17,052
	 $ 10,231.20 

	
	Total Average Income
	 $ 187,572
	 $ 187,572
	 $ 112,543.20 

	
	
	
	
	

	COSTS PER YEAR
	
	
	

	Equipment Costs
	
	
	

	
	Interest Payments
	 $ 2,570 
	 $ 1,818 
	 $ 480 

	
	Ultimate Machine Investment
	 $ 8,566 
	 $ 6,060 
	 $ 1,600 

	
	Trade in value
	-$ 2,570 
	-$ 1,212 
	-$ 320 

	
	General Maintenance
	 $ 1,285 
	 $ 1,818 
	 $ 480 

	
	Annual Fuel Consumption
	 $ 2,545 
	 $ 4,773 
	  - 

	Total Equipment Costs
	 $ 12,396 
	 $ 13,257 
	 $ 2,240 

	
	
	
	
	

	Total Vehicle Costs
	 $ 18,450 
	 $ 18,450 
	 $ 18,450 

	Total Labour Costs
	 $ 76,300 
	 $ 76,300 
	 $ 76,300 

	Total Chemical & Consumable 
	 $ 7,027 
	 $ 7,027 
	 $ 7,027 

	Total Cost of Goods Sold
	 $114,173 
	 $115,034 
	 $ 104,017 

	Total Gross Profit
	 $ 73,399 
	 $ 72,538 
	 $ 8,526 


Figure 2

Fuel may seem like a big expense, but it is a relatively small expense and pales in comparison when compared to a cleaning businesses biggest expense. Any ideas what it is? If you guessed equipment or chemicals you would be wrong. The single biggest expense for every cleaning business bar none is labour. Yes, fuel is a larger expense for truckmount operators than portable operators, but the truck mounts greater chemical efficiency and savings in labour time and costs easily outweigh the fuel costs and even the higher initial purchase price. 

The revenue figures I used are based on the assumption that when cleaning to the same standard you can do 5 jobs with your truckmount in the time that it would take to do 3 jobs with your portable. There is no doubt the same standard of cleaning can be achieved with a portable as you can achieve with a truckmount. It just takes a longer to set up and pack up and a little longer on the job to get the same result. 

Two additional jobs per day not only effect the revenue that can be taken in a day from carpet cleaning but also effects the over all revenue of the businesses. The additional two jobs per day ensure that additional revenue can be achieved as the number of on selling opportunities is nearly double that of a portable operator, or in other terms, truckmount operators have 480 more opportunities per year to sell their “do you want fries with that” add on services… that can add up. In my case study I used the same conversion rates for each operator. That means that both the truckmount operators and the portable operator were as good as each other at selling carpet protection and upholstery cleaning. Using this example the truckmount operators were able to sell over $24,000 worth of add ons purely because they had more customers to sell to. 

As expected the truck mounts were more expensive to run than a portable machine. Equipment cost of the top end of the range CDS 4.8 work out lower despite the higher initial purchase price. This is due to the increased trade-in value, lower maintenance costs and nearly half the fuel consumption. Chemical cost worked out the same even though more jobs are done by the truckmount operators; more chemical is used by the portable operator to get the same results. 

Before you go and crucify me on the bulletin boards…. I am not saying that there are not portable operators that have great businesses and can not make more profit than a truckmount operator. Nor am I saying that you should give away your portable. I am saying that all things being equal truck mounts make you money they do not cost you money. Have a look at the bigger picture.   FOOD FOR THOUGHT.

If you would like a copy of my revenue and costing template email nickb@ccwarehouse.com.au
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YOUR PARTNERS IN CLEANING SUCCESS!




