Costing, Selling and Payment

Working out your product/service costing
General considerations for all artists and designers
· How much does it cost to make a unit and then how much can you sell it for? – this is the ultimate question.  
· If you are to sell at a profit make sure that the costs are worked out correctly, not just guessed!
· In addition to the most obvious costs for example fabric; you will need to factor in the other components and costs associated with that particular item –eg inks, dyes, threads, headers, labels, packaging, duty (if sending overseas) etc
· If you have out sourced any elements of production you will need to factor these in too
· You will need to work out a unit cost.  Are you selling one of these or will you be producing a run of several or more?  This also has an implication on the cost.  Batch production splits the design and research cost between the number of units, that is why terms such as ‘one off’, ‘bespoke’, ‘commissioned’ and ‘couture’ are used to reinforce a product’s market value.
· A percentage of 30 to 40% can be added to the final cost price of the product to include overheads (rent, bills, marketing costs etc), you need to review this once you have made your calculation and adjust it if this over inflates the price. However it is wise to build something in to reflect overheads and contingency.
· By working out the cost of one sample/product/art piece/workshop you can speculate how many you need to make/sell to break even and cover all the costs of your business expenditure.
· Attempt to forecast sales; this will make you aware of your potential income as well as your potential expenditure, preparing you for the need to reinvest in materials.  Put these sales and expenditures on your cash flow forecast.
· Work out how many sales you need to make to break even, covering your varied expenditure.
· It is important to comparative shop, is there an existing niche for your product or service?  How do you rank against your competitors in terms of experience and reputation?  These considerations may help you find your price too.
Selling to Retail and Trade
· Retail will add a percentage to your cost price.  Fashion for example will work to a x 2.7 calculation or more, which means that your £50 trade price (50 x 2.7) item will retail at £135.  Different market segments will work on different mark up percentages, for example giftware, stationery and Interiors will all be different.  When negotiating with retail outlets and buyers you need to ask the direct question “What percentage Mark up do you work to?”  In knowing their mark up you can really tailor any subsequent works to fit within an acceptable end retail price.
· You may find a product might have a perceived market value and you might have to ensure that your costs are well within this if any profit is to be made.
· The good thing about selling to retail is that you can often expect payment in advance or at least a percentage (aim for 50%) by way of a deposit and confirm terms in advance that the balance is paid on delivery.
· Selling products through Trade Fairs applies in the same way – you are doing exactly that, selling to trade (retail), so will need a list of “Trade Prices” (prices for the retail buyer) in addition to knowing what you think your “Retail Prices” (prices for the consumer) should be.
· Some people double their final cost price to get to their Trade Price – you still have to consider all the other implications discussed to evaluate the relevance of the final number!
Selling to the public
· Opportunities for this may arise through your Degree Show, New designers, your website, craft fairs or through word of mouth
· You need to have your own retail price when selling to customers wishing to buy individual pieces for their own use.  This is different to your cost price; you need to put your own mark up on.  
· This is entirely at your discretion but remember this is your margin for profit.
· If you are also selling to retail and through galleries you have to be careful not to undervalue your work if it already has a market price, equally you also have to take care not to undersell your suppliers – this may lead to difficulties in relations and affect your chances of futures orders.
· The good thing about selling to the public is that you can expect to receive the money then and there.  Increasingly makers with websites and those attending selling fairs regularly have facilities to take card payment.   
Selling through Galleries
· Galleries charge commission for selling your work so you need to factor this into your costing.  Some will take a percentage off your retail price others might add the percentage to your price to increase the retail price – you need to know what you are dealing with before you finalise your prices with a gallery.
· Galleries will usually pay you, minus their commission at the end of your exhibition.
· Julia’s advice	
“I cost my work by the hour, I consider my labour to be the most important factor.  I suppose you have to ask yourself how much you are worth an hour. Wire is hard to cost but I also factor in paint, hire of welding gear etc.  Unfortunately for me galleries put 50% on top of my price plus vat, so in effect they get what I get which hurts sometimes!  When finally pricing my work I always look at the work with the ‘gallery add-on’, as some vary, and tweak either way.  I also keep an eye on what similar artists are charging, for say work in wire, and at what stage in their career they are as sometimes younger artists will be charging considerably less.”
· Beate’s advice
“If you cost your time when making Applied Arts you’ll find that it generally takes longer than anyone can afford to pay for!  I tend to work out my material costs which are straight forward enough and then the making costs based on £20 per hour – I do not factor in the design time, the thinking time and the research time, just the actual making time.  I then ask does the market support this price.  I consider the gallery mark up or the percentage that will be taken off and reflect on the sum I have come to.  With rough figures in mind I ask myself does this satisfy my own pain threshold, is this too cheap, too expensive, will I earn enough?” 
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· With fabric samples for events such as Indigo PV, costing is less to determine a retail price as this is often dictated by the market, but more to establish the costs for your cash flow projections and to ensure that you are able to cover these costs by the market price.
· When working with an agent – Textile, Illustration, Art, Fashion they will take a cut of your sales.  This varies by discipline and also by agent, you need to know before you contractually agree to be represented by them what their cut is and what their anticipated selling prices are for your work.
· Some agents will also charge a showroom fee, payable in advance – this might be monthly or seasonally – and particularly relevant to situations where your work is on permanent show for prospective clients and buyers
· Payment through agencies varies by discipline.  Textile studios selling samples have to wait until they are paid, before they can pay you for example.  This can take a frustratingly long time but the benefit is that they are doing the chasing for you and need to get paid as much as you do to cover their own business expenses.

Providing a Service
· If you are running workshops there might be a perceived value to the experience or a precedence set by the venue the through which you are operating.  Again you will need to factor such things into your costing to ensure you are able to profit.
· Costs of materials and resources required may really push up the price of running on workshops – work these out before you agree to a fee.
· If you are using your own equipment factor in a wear and tear cost, especially if you see this as a long term mode of employment.
· How many hours will the workshop run for, consider you wage per hour as part of the fee you are charging in addition to the material costs.

Exercise
Look into the future…. What will you have at the Degree show, what might you have to sell, what might someone want to buy, what service could you offer?  Consider what this might be and attempt to cost something here and now.

