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Don’t Set Your Prices
Based on Your Costs

by Deborah Rechnitz
DLI Inner Circle Facilitator

I started working with cleaners in 1980. Back then, I was asked if prices
should be based on a company’s costs. In 2023, I still have cleaners asking
if they should set their prices based on their costs. My answer remains the
same. Let me explain.

To begin, let’s define cost-plus pricing. Cost-plus pricing involves calculat-
ing your breakeven where total costs equal total revenues, then applying a
markup percentage to those costs to reach a selling price. This process can
involve individual items or groups of items. Retail brands aim for a 30 -
50% profit margin, depending on the items and competitive environment.

The next step is to take this basic definition and create a real world appli-
cation for this industry. A company needs to know its variable costs, total
fixed costs, decide how much to markup the costs, and then set a price.

A company with revenue of $100,000 per month, might have total costs
of $70,000. With 7,000 pieces, the cost per piece, without a mark up, is
$10.00. What would that tell you? You lose money on shirts and make it
back on wedding gowns and household? You already know this.

Will the result be any different if you cost individual items? After all, labor
costs per shirt are less than other items. Is this a worthwhile exercise?

Consider a sample cost structure -
Utilities: 4%
Continued on page 3

Convention

Returns to
the Beach

North Carohna Association of Laun-
derers and Cleaners (NCALC) will
hold its 2024 Annual Convention
May 24-27, 2024, at the Doubletree
by Hilton at Atlantic Beach. Mem-
bers, friends, families, and guests
will convene for this Memorial
Day Weekend event for association
business, education, information
exchange, professional networking,
fellowship, and lots of fun in the At-
lantic Beach area.

Among the planned activities are
several educational sessions cov-
ering topics including marketing,
becoming better operators, selling
family businesses, challenges fac-
ing our industry, and finding joy and
fulfillment in our industry despite
its challenges.

In addition to NCALC leadership,
the following speakers and guests
have been confirmed for participa-
tion in our professional program:
Continued on page 8
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From the President’s Desk

The Future Looks Bright

[ am writing this column after returning from the NCALC
Winter Board Meeting in Durham. We had a great turn-
out of Cleaners and Allied Trades and were hosted by
Rita Foley, Mike Foley, Mitzi Forrest, and Paul Goodson
all of Durham. The food was great, the networking was
outstanding, and the Education session was spot on. We
learned from four NC industry leaders the steps they
have taken to rebound from the 2020-2022 pandemic
challenges.

The consensus of this meeting is that the future of dry
cleaning in NC is looking up. Costs are up, but so are our
prices. Many attendees report increased profit margins
equaling or exceeding pre pandemic levels. Our Allied
Trades members are also reporting stronger demand for
equipment, supplies, and services. We have more Busi-
ness Partners investing in our Association than any time
in recent memories.

Our committees met and reported to the board and at-
tendees.

Education and Training has a plan to provide a top-notch
program at convention this year and are working on other
opportunities throughout 2024.

The Government Relations committee reports that the Dry
Cleaning Solvent Cleanup Program continues to address
past releases, and inspections are helping us comply to
prevent future contamination.

Our Membership committee has been hard at work to
maintain and grow membership after several years of
decreases in the number of members.

Our NCALC and DLI balance sheets are strong with both
reporting a surplus thru December 31, 2023. Both of your
associations have reserves that have grown over the last
several years.

Your Board meetings are open to all members and
non-members, and I personally learn something we can
use at every one of these meetings. If you are not making
the time to come, you are missing out.

Continued on page 11

NCALC 2024
Business Partners

We extend a special thanks to our 2024 Business Part-
ners who have helped in conducting our work to pro-
mote and support the Fabricare Industry in North Car-
olina. Business Partners are those Associate Members
who have gone well beyond the basic affiliation of
membership, to invest financially in our activities.

We extend a special thanks to these NCALC Business
Partners who have helped to financially underwrite the
activities of NCALC through their significant financial
support (e.g. sponsorships, advertising, and other con-
tributions.)

Premium

Sankosha USA, Inc

Gold
N.S. Farrington LLC
Tri-State Laundry Equip Co

Silver
EzProducts International, Inc.
Forenta, LP
Kreussler
SMRT Systems
Xplor Spot

Bronze
FabriClean Supply
Fabritec International
R. R. Street & Co.

Association
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Don’t Set Your Prices Based on Your Costs

Continued from page 1

Supplies: 6%

Direct production labor plus related payroll costs: 25%
Marketing & distribution costs (route and store expens-
es): 25%

Plant and overhead (excluding executive compensa-
tion): 20%

Production labor, supplies, and utilities are often con-
sidered variable costs in that they should go up and
down with volume, but we also know that as volume
drops, these costs do not drop in direct proportion to
volume. Employees may slow down as volume falls.
You may or may not turn your boiler off earlier. Elec-
tricity, water and sewer have fixed fees associated with
them. This leaves supplies as your only variable ex-
pense. How does that affect your calculation?

You also have standard fixed costs. Your marketing,
distribution, plant and overhead costs are fixed regard-
less of the amount of pieces your process. They don’t
move as volume changes unless there are big swings
in volume. Store expenses, for instance, both rent and
labor, stay the same no matter how busy you get, but
at some point you add a store or cut hours and then the
results change significantly. Do you refigure your cost
structure?

What happens when you swap out labor for an automat-
ic assembly system? Do you refigure your cost struc-
ture again?

What happens if your volume increases? Your cost
per piece falls only because your fixed costs are spread
over a larger number of pieces.

What happens if you’re actually inefficient? Are you
setting your prices based on poor operations?

Before you begin calculating cost-plus, you should not
only consider the time and effort involved, but also how
you plan to use the data.

An alternative pricing strategy for this industry and
your brand

We are not fast fashion. We are not the grocery store
business. We are not manufacturers. We take other
people’s garments, provide a service, and return the
same garment after a period of time. This makes the
cleaning industry unique and requires a thoughtful pric-
ing strategy that takes into consideration your target
customer, the customers’ willingness to pay, what your
competitors’ charge for similar quality and services and
perhaps, most importantly, how elastic the demand is
for your services.

Your Target Customer

Take a look at your company from your customers’ per-
spectives. The majority of operators are “middle of the
road”. Pricing is similar to the competition, quality is
similar and there is a similar level of customer conve-
nience.

Would you consider dropping your price if you deter-
mine your cost-plus price is lower than your current
prices? The hope is that you gain enough volume from
your competitors to make up for the price drop. In this
industry, customers frequently go somewhere for con-
venience, on time delivery, and quality; not for small
price changes when there is a high degree of similarity
among middle market operators. A drop is price may
fail to achieve your volume goal and result in lower
profits.

Are you priced at the lower end of the market? Price
is more important to your customer who might drive a
little farther for a lower price. You must manage your
costs as tightly as you can, but if you’re in this market,
you already know this without looking at your cost per
piece.

You might consider changing your price to increase
profits. Lowering your price is based on the assumption
that your volume will go up. How much lower must
you go in order to convince more customers to change
cleaners? If you increase your price, how many existing
customers will leave and more than offset the higher
price?

Continued on page 4
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Don’t Set Your Prices Based on Your Costs

Continued from page 3

If your prices are on the high end of the market, often
20-30% higher than the majority of the market, what
will cost-plus tell you? How will you use the infor-
mation? You currently set your price based on a high
quality level, loyal customers and word of mouth refer-
rals. Cost-plus may let you know that you should be
charging even more in order to earn your 30% EBIT-
DA, but a good financial statement will already com-
municate that to you.

High Elastic Demand

Elastic demand is a critical component, and often over-
looked factor in the cleaning industry. When a prod-
uct’s price significantly affects consumer demand, it
has low elastic demand. When the price drops, people
buy more. When the price goes up, they buy less. If
you’re using a cost-plus pricing strategy, you want to
apply it to products with low elastic demand.

Fast-fashion clothing, for example, has low elastic de-
mand. Customers will jump from one brand to another
at the slightest change in price. This is not what happens
in the cleaning industry. Retail cleaning services have
much higher elastic demand. A minor price change is
unlikely to change the customer’s behavior as long as
quality and on time delivery remains constant.

Market testing is required to determine how much price
reduction is required to gain market share. In some cas-
es, a discount of up to 50% is required for customers
to move from their existing cleaner. This becomes a
marketing strategy, not a general price setting policy. A
higher price may be possible based on the value your
customer perceives with a strong brand and quality to
support it. Both pricing strategies are unrelated to your
cost structure.

What to do?

Are there advantages to calculating your costs for each
service? On the surface it’s simple to talk about and
seems simple to figure out. It’s easy to justify as it
seems fair and less arbitrary.

Do the disadvantages outweigh the advantages? Cost-
plus pricing does not easily take into account demand
or competition. You could be charging too much for
your services leading to lost sales and lower profitabil-
ity or too little hoping that volume offsets lower prices.
Additionally, cost-plus pricing does not motivate you
to reduce costs, but rather leads to higher prices and,
potentially, lost sales. Finally, cost-plus pricing doesn’t
take into account the customer’s willingness to pay
where there is high elastic demand.

Choosing a price for your products and services is a big
decision. It determines your ability to attract customers,
what services you sell, and contributes to your profit-
ably. A strong pricing strategy enhances your business’
competitiveness and earns more sales. The seemingly
simple approach is not necessarily the right approach.

About the Author -- Deborah
Rechnitz is a leading inter-
national business consultant,
serving the laundry and dry
cleaning industry members
since 1980 and holds ad-
vanced degrees in Finance,
Human Resource, and Op-
erational Management. For
nearly 30 years, she owned
an independent consulting
firm, later became the Chief
Operating Officer of a 830 million dry cleaning compa-
ny, and served as an active Director with GreenEarth
Cleaning Australasia. She is now a facilitator for the
DLI Inner Circle. Rechnitz can be contacted at drech-
nitz@gmail.com.
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DRYCLEANING & LAUNDRY
INSTITUTE INTERNATIONAL

Deborah Rechnitz
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When you purchase a piece of our equipment,

you become a part of the

Sankosha family.
And you get the highest standard of service plus

HAPPY
ST. PATRICK'S
DAY!

TOLL FREE: (888) 427-9120 « TEL: (847) 427-9120
V{" YE/&EE [
ﬂVERSARY
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Who is your industry hero?

Introducing

Nominations open April 1
DLI A Recipients will be announced later in 2024
e Open to all drycleaners, launderers, allied trades,

DRYCLEANING & LAUNDRY consultants or any professional involved in the
INSTITUTE INTERNATIONAI drycleaning and laundry industry

e Association membership not required to nominate or
receive award
e |earn more about the program at DLlonline.org/HoF
Professionals in our industry make a positive impact on the lives of many people everyday. DLI's new award
program is designed to recognize some of these individuals and thank them for their positive contributions.

DLI's Board of Directors invites you to nominate inspirational
industry professionals for the industry’s highest honor.

YOUR MOST RELIABLE
FULL-SERVICE SUPPLER

Knowledgeable staff with expertise you can trust

Customer oriented practices keep you as the priority

———=—"—- = Convenient ordering to meet any schedule through

‘|-j-].|ﬁ our trusted salesman, text, email, or online
N.S. FARRINGTON LLC = Full product line to meet all your business needs

LB = Competitive pricing with your budget in mind

ﬁt’edye o you = Timely deliveries to keep your facility fully stocked

NSF Farrington
https://nsfarrington.com/
800-722-0374
custserv@nsfarrington.com



North Carolina Association of Launderers & Cleaners ¢ Spring 2024  Carolina Clean 7

L s eopip
wore than 100
comwtries arowad
+he world.

“WMay the road rise 1o meet you,
Way dhe wind be always at vour back.
WMay the sun shine warm upown our face,
The raivs fall soft upon your fields.
& . And until we meet again,
NAlY 2 Way Giod Wold you in e palm of his NANA” -

~Trish Blessiy
. rish Blessing

YOUR PARTNER FOR 1§
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Associate Member Listing (Alphabetically by Service)

NCALC Associate Membership is extended primarily to providers of equipment, products, and services to launderers and cleaners. (e.g.

manufacturers and distributors, consultants, training providers.)
Consultants

ATC Associates of NC, P.C. - Ashley Offer,

919-871-0999

The Route Pros - Mark Albrecht, 304-410-5816

Equipment Sales & Service

EzProducts International, Inc - Diane Rue, 877-906-1818
Forenta, LP - Craig Forsey, 423-586-5370

Mountain Electronics - 828-675-9200

Sankosha USA, Inc - Wesley Nelson, 847-427-9120
Tri-State Laundry Equip Co - Kevin Lawson, 336-992-5218

POS Computer Systems
SMRT Systems - Rick Mugno, 919-651-0937
Xplor Spot - Wash Respess, 801-208- 2257

Specialty Services
US Leather Cleaning - Jeff Schwegmann, 800-232-0792

Supplies

FabriClean Supply - Scott Gribbin, 800-272-0540
Fabritec International - Wes Brunson, 859-653-5609
Gurtler Industries Inc - Harold Smith, 919-880-3234
Kleerwite Chemical - Bill Carli, 804-721-8853
Kreussler - David Knight, 919-280-1040

N.S. Farrington LLC - 800-722-0374

RR Street & Co - Richard Moore, 980-258-3515
UNX Industries, Inc. - Jessica Nobles, 252-756-8616

Convention Returns to the Beach

Thanks to
Our Convention Sponsors!
Qrgd'*.‘.\.g l“wt\az-'a:@,“%
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. EzPi | MML.MW/} FABRITEC
‘\\: Tt abaRaG xRt Srve wiaj»// \v. I N ERNAT O N A |
renta s kreussicrs EEEE e
%@m TEXTILE CARE N.S FAHRT-Nm
“oM EXF@JP r . ®
< Q ‘ (
7S% \ STREETS
Sankosha .
| ATE .‘prlor spot

Continued from page 1

+ Kathy Benzinger, Benzinger Clothing Care, DLI Pres-
ident

* Ryan Fish, Red Hanger Cleaners

+ James Gorzynski, NewLeaf Brokerage

« Phillip Kolb, NewLeaf Brokerage

* Liz Vetter, New Leaf Brokerage

The convention could not be produced without consid-
erable support from our sponsors. See the list of spon-
sors above. Many of these industry allies will also be
presenting table-top exhibits to share the latest informa-
tion about the critical products and services they pro-

vide for our industry.

The election of new association officers and directors
will occur during the annual membership business
meeting to be held on Saturday morning and then will
be installed at a recognition dinner on Sunday evening.
The Board of Directors will meet jointly with the an-
nual membership meeting and the standing committees
will hold separate meetings to conduct business of the
association.

More details and online registration information about
the 2024 Annual Convention are available on our web-
site at https://ncalc.org/events



North Carolina Association of Launderers & Cleaners ¢ Spring 2024  Carolina Clean 9

ATE

Laundry Equipment

Since 1969, Tri-State Laundry
Equipment Company has been a
distributor for industry-leading
manufacturers in Virginia, North
Carolina, South Carolina, and
throughout the Southeast. Tri-State
works closely with our manufacturers to
keep you up to date in new
technologies.

PARK| *
LI (QSALL STOR uli?c

[ Kleen-Rite (JOrenta
REL)

<
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At Tri-State, we live to fulfill our
customer's needs, wants and dreams.
Contact us today!

1031 E. Mountain St., Bldg. #315
Kernersville, NC 27284

www. tristatelaundryequipment.com
1.866.885.5218

Contactless Automation
at the
Front Counter, Plant & Routes

» Heat Seal Presses
« Permanent Barcode Clothing Labels
« EzLabelOff « EzLabelDispenser

« Presses and Solutions for a gets

« Best and Free Technical Support Forever

« OSHA, UL, CE and TUV SUD Safety Certified Presses

« Very reliable, easy to fix and upgradeable
|« Pre-printed Sequentially Numbered Heat Seal Barcode Labels
.+ Safely remove a permanent barcode label with EzLabelOff

mate Heat Seal Machine
oll Free 877.906.1818

; GARMENT LABELING EXPERTS

EzProducts International, Inc.

“APro veng;;%try Leader & Recomme
by the Consultants You Trust&

Toll Free 877.906.1818 w{}vw.ezpi.us



10 carolina Clean + Spring 2024 - North Carolina Association of Launderers & Cleaners

:" Xplor spot .

The Software Leader in the
Dry Cleaning Industry

T
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(801) 208-2212
WWW.SPOTPOS.COM
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NCALC Information Directory

NCALC Office: NCALC, 4819 Emperor Blvd. Ste 400, Durham, NC 27703. Phone: 919-313-4542. Fax: 704-461-0531.
info@ncalc.org. NCALC Executive Director: Paul Goodson. Phone: 919-818-1375. pgoodson@ncalc.org

NCALC OFFICERS AND DIRECTORS

Office
President

VP Admin/Pres-elect
VP Government Affairs

VP Membership

VP Education & Training

Secretary
Treasurer
Sergeant-at-Arms

Immediate Past President
Allied Trade Representative

Director-at-Large
Director-at-Large
Director-at-Large
Director-at-Large
Director-at-Large
Director-at-Large
Director-at-Large
Director-at-Large
Director-at-Large
Director-at-Large
Director-at-Large

Name Employer Phone

Chris Edwards A Cleaner World 336-841-4188
Kyle Panther Martinizing Charlotte 704-787-1022
Rita Foley Regency Cleaners 919-286-7421
Ron Troy Prestige Green Cleaners 919-309-4400
Larry Hill Dandy Drycleaners & Laundry 704-333-6111
Patrick Collins Collins Cleaning & Valet Inc 704-634-6571
Jimmy Lee Jones Dry Cleaning 704-375-5741
Scott Lloyd Durham Cleaners & Laundry 919-493-7755
Allan Cheatam Shallotte Dry Cleaners 910-754-4435
David Knight Kreussler 919-280-1049
Wes Brunson Fabritec International 859-653-5609
Kyle Crumpton Nuway Cleaners 336-599-3455

Brian Harrell A Cleaner World 336-841-4188
Lee Lawson Zibby’s Cleaners 336-767-3232
David Lee SMRT Systems 251-572-0557
David Makepeace Medlin Davis Cleaners 919-524-2845
Richard Moore RR Street & Co 980-258-3515
Cooki Patel 2001 Cleaners 704-564-8782
Harold Smith Gurtler Industries Inc 919-880-3234
Marvin Thomas Swannanoa Cleaners 828-253-3691
Tom Wilson American Cleaners 828-648-2817

NCDEQ: DSCA Program 919-707-8200 Compliance 919-707-8358, Environmental Assistance: Tony Pendola 919-707-8112
DLI (800) 638-2627 / Mary Scalco, CEO, ext. 1101 / Jon Meijer, VP Membership, ext. 1301 / Analysis Lab, ext. 1701
DLI District Two Director Norman Way, 804-399-1059

Important Dates

The Future Looks Bright

All these upcoming events are open to NCALC mem-

bers and friends. Advance registration is usually re-
quired for the NCALC events.

Mark your calendars and plan to participate. Watch
your email and the website (www.ncalc.org) for details.

May 2, 2024

DSCA Stakeholders Meeting
In-Person Location TBA plus
Virtual via Microsoft Teams (Details TBA)

May 24-27, 2024

NCALC 2024 Annual Convention

DoubleTree by Hilton Atlantic Beach
Oceanfront Hotel

2717 West Fort Macon Rd

Atlantic Beach, NC 28512

Continued from page 2

Thank you again for the opportunity to serve as your Presi-
dent. Thank you to the many Board and Committee mem-
bers who have served for the past two years. We hope to
see you in Atlantic Beach for our 118" Annual Convention
for Memorial Day Weekend.

This will be my final newsletter as your President, as I will
be turning over the gavel in May to the very capable Kyle
Panther to serve you for the next
two years. Let’s keep our industry
going in a positive direction.

Yours in Service,

Chris Edwards

NCALC President 2022-2024
A Cleaner World
336-841-4188
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