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This analytical approach isn’t intended to be the only way 

to price your work. It’s intended to show you the factors of 

product production that apply to everything in the marketplace. 

Once you understand what each of the variables are you’ll be 

able to customize a formula that fits your business model.
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You may find some terms you don’t yet know in this unit. If you come across a word you 

don’t yet know, use the glossary at the end of the unit to find the definitions. Some of the 

terms are marked with an asterisk (*) to let you know there’s a definition in the glossary.

Figuring out your pricing can be overwhelming and emotionally charged. You may encounter 

some beliefs about the value of your work that need to be addressed as you work through the 

exercises and homework assignments. This work takes time, so you may need to complete the 

assignments over longer periods and input information as you gather it. Give yourself space 

to work, and remember this process isn’t meant to lock you into a system you’re stuck with 

forever. Ultimately the goal is to honestly and clearly assess the variables at work in pricing your 

artwork.

Before You Begin

“The first time I ever taught Pricing, it was like, ‘I lived! I 
survived!’ It taught me a lesson that…the pricing topic isn’t 
as difficult as we make it out. You know, it doesn’t always 
have to be a math equation. It can be a conversation.”

    - Jes Reyes
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Income goals
Before you set prices on your products, ask yourself what you want to earn from your artistic 

business. Take into consideration your living expenses, business expenses, and build in some 

margin* for rest and rejuvenation (it’s nice to be able to take a vacation).

It’s OK to aim for an income target that just pays for supplies for your artistic practice. Not 

wanting to make your artistic practice your main source of income is totally valid. Just make 

sure you’re setting income goals that allow you to break even.

Basics of Break-Even Points

Break-Even Point: The volume of sales at which your net sales exactly 

equal your costs.

Profits = Revenues - Costs 

Or

Profits = (Number of units sold * price) - Costs

How much do you need to sell in order to cover all of your costs 

(expenses): fixed*, variable* and discretionary*, direct* and indirect*? 

For artists, the trick is often in figuring out what constitutes a “unit”. Is it 

a painting? A poem or a short story? A piece of music? An item of jewelry 

or pottery? Or is it an hour of time?
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If you have a rough idea of your personal living expenses and your business expenses, 

decide on a yearly income amount that covers those expenses and gives you room to breathe, 

financially. (If you don’t know your living and business expenses, see Homework Assignment 1.) 

Multiply your total yearly income (otherwise known as the “gross”*) by 35%, at least, to 

account for taxes. The result is the amount of approximate tax you might pay. Subtract the 

result from the total yearly income. This is your desired net* yearly income.

1. Divide your net yearly income by 12 to calculate your monthly income.

2. Divide your monthly income by 4 to calculate your weekly income.

3. Divide your weekly income by 5 (unless you want to work 
7 days a week) to calculate your day rate. 

OR

4. Divide your weekly income by the number of hours you want 
to spend working each week (i.e. 30 or 40, or less).

Exercise 1: Calculate yearly, monthly, 
weekly, and daily income desires

GYI - (GYI * tax%) 
= NYI

NYI/12 = NMI

NMI/4 = NWI

NWI/30 = NHI
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Regardless of your income target, it’s important to your business planning to know how 

much you’re spending. If one week is typical of your business spending, track your expenses 

for one week. If spending fluctuates over the course of a month or several months, track your 

spending for that time period. Use whatever method makes sense for you that you’ll be able 

to read later: moleskine notebook, Google sheets, giant ledger; user’s choice.

Once you have some data on your expenses, go back and check those numbers against your 

income target calculations. Subtract your actual expenses from your desired net income. If you 

end up with a negative number, you may need to adjust your target income.

Homework Assignment 1: 
Track business and personal expenses
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Calculating 
Business Costs

Knowing what it costs to produce your work can give you a foundation for setting prices. 

The “LMOP” formula can be used to calculate wholesale price. Wholesale price is the cost to 

produce your work plus profit margin.

Profits may be used for:

 × Competitive pricing

 × Savings and bonuses

 × Reinvesting in your business

Examples

Labor: Hire an assistant

Materials: Buy in bulk or when pricing is best

Overhead: More efficient equipment

Calculating Cost of Production

labor is calculated as a dollar amount per 

hour of work. This might be your time or an 

employee’s.

material is calculated as a dollar amount. It 

represents the direct cost of materials that end up 

in the finished product.

Overhead is calculated as a percentage of your 

Labor + Materials. These are costs that do not 

physically end up in the finished product but are 

necessary in the process of producing the finished 

product.

Profit is calculated as a percentage of your 

Labor + Materials + Overhead. This ensures your 

business can grow over time.

L

M

o

p
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*Make sure the time period for your Direct and Indirect costs is the same, otherwise your 

overhead will not be accurate.

Overhead is a term for expenses that keep your business running but don’t end up in the 

final product. When calculating wholesale cost, overhead is expressed as a percentage of the 

cost of production during a specified timeframe. One method of accounting for overhead in 

production costs is by dividing indirect costs by direct costs. 

INDIRECT COST is anything that doesn’t end up in the final product but is necessary for its 

production. Examples: studio rent, utilities, paint, child care

DIRECT COST is anything that does end up in the final product and is necessary to production. 

Examples: labor (yours or employees), materials

Indirect $/Direct $ * 100 = Overhead%

1 month 6 month3 month 1 year

Calculating Cost of Production

% % % %

Homework Assignment 2: 
Calculate your overhead percentage.

part 1: Calculate your overhead for the following timeframes.
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part 2: Pick two of your products and calculate the overhead for each. Different products 

may have different overhead costs. You may find a product is expensive to produce, which 

forces you to raise prices to a level that doesn’t fit your target market. Regularly evaluating 

overhead costs can help you streamline your product offerings and pricing.

Product 1: Product 2:

Indirect $: Indirect $:

Direct $: Direct $:

% Overhead % Overhead

X 100 = X 100 =

Let’s say you’re a choreographer working on a new piece. (For the sake of simplicity, let’s say 

there won’t be a full performance.) You’ll need to add up your Labor (or what you’re paying 

yourself hourly), your Materials (in this case, rehearsal space for this piece, any music you 

might need to purchase), and Overhead costs (childcare while you rehearse). You want to be 

able to grow your choreography business in the future, so you’ll want to build in some Profit 

Margin; let’s start with an assumed 15% and adjust as needed.

*Remember PEMDAS for order of operations: parentheses, exponents, multiplication, division, 

addition, subtraction.

First, we’ll need to find the Overhead percentage. Start by adding your Labor and Material 

costs together.

L + M
L$320 + M$80 = $400 

Divide your Indirect costs by your Direct costs.

Indirect Cost: $135 (9 hours of childcare at $15/hour)

Direct Cost: $400 (Labor + Materials) 

Trying out the formulas

= .3375
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Multiply the decimal by 100 to get the percentage.

.3375*100 = 33.75%

Overhead percentage may change depending on what time period you chose to track (busy 

periods vs. less busy), what product you’re creating and how much materials cost, or utility 

costs that fluctuate. 

Here’s where we stand so far:

L $320 (8 hours of work at $40/hour)

M $80 (8 hours of rehearsal space at $10/hour)

O  33.75%

P 15%

You’ve already found the sum of your Labor and Materials.

L + M
L$320 + M$80 = $400 

Next, find a dollar amount for your Overhead percentage.

(L + M) * O
400 * .3375 = O $135

Add the Overhead dollar amount to the sum of your Labor and Materials.

(L + M) + O
$400 + $135 = $535 

Find a dollar amount for Profit Margin.

[(L+M) + O] * P
$535 * .15 = $80.25 

Add the Profit Margin dollar amount to your Labor, Materials, and Overhead dollar 

amounts.

$535 + 80.25 = $615.26

 

Congratulations! You’ve arrived at the Wholesale Price. But wait! There are more costs 

associated with selling a good or service. When you’re at the store, the price tag on the shelf 

is not how much it costs to produce that item. That’s the Wholesale Price plus the Retail 

“LMOP”.
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If Someone Else Is Selling For You…
A retail outlet is its own business and has its own costs. Consider that a store selling your 

products for you has its own mix of LMOP.

If You’re Selling It Yourself…
If you sell your own work, you incur these costs of doing business.

Retailers often simplify the process by using a Retail Markup or Keystoning.

Retail Markup is expressed as a percentage multiplier of the wholesale cost. Retail 

Markup allows a business to price products more competitively and chart product 

profitability.

Keystoning is the practice of increasing the price of the product by a factor of two (or 

more) in order to cover costs and make profit.

Retail

labor: Employees

material: Buying wholesale products.

Overhead: Business lease, utilities, eCommerce, shipping, marketing

Profit: Growing their business

Your LMOP (wholesaler) + Their LMOP (retailer) = Retail Price

wholesale

Retail



91

Homework Assignment 3: 
 What’s in your retail LMOP?

Adapting the Formulas to Real-World Situations

Think through all the different scenarios that lead to marketing and selling your work: online 

sales, in-person events, fairs, meetings, workshops, etc. Choose one to start, and estimate the 

costs associated with that scenario. hƐĞ�ƚŚĞ�ƐĂŵĞ�ĨŽƌŵƵůĂƐ�ǇŽƵ�ƵƐĞĚ�ŝŶ�ƚŚĞ�tŚŽůĞƐĂůĞ�WƌŝĐĞ�
ĂŶĚ�KǀĞƌŚĞĂĚ�ƐĞĐƚŝŽŶƐ�ƚŽ�ĨŝŶĚ your Retail LMOP.

L $__________   Your time͗ at the booth selling, filling orders, marketing 

M $__________   Office supplies, signage, packaging, displays

O $__________    Retail space, lease, marketing, travel

P $__________   Reinvestment in marketing, employees, website, work samples

Now that you’re aware of the variables, it’s your job to tweak your own equation to best 

meet your business goals. This might include maintaining consistent pricing, competitive 

pricing, or increasing profitability.

Scenario 1: Consistency
A jewelry artist knows that, in the winter, heating bills for her studio will increase the 

overhead for her jewelry business, but she doesn’t want to have to raise prices during the 

holiday gift season. She tracks the price of silver closely so she can buy at cheaper rates, 

allowing her to compensate for fluctuating expenses.

Scenario 2: Competitive
A theatre artist has been struggling to sell his three-act play because the cost of production 

is out of the budget range of smaller theaters in his area. He creates three short plays out of 

the larger play and creates a payment plan schedule to meet the price point of the type of 

theaters he’s looking for.

Scenario 3: Profitability
A ceramic artist’s new line of ceramic drafting pencils is taking off and in high demand. In 

order to increase their profitability, they raise the retail price in accordance with the 

perceived value but keĞƉ the original price in place for bulk orders.
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Exercise 2: Brainstorming

What are some other situations you might encounter or adjustments you might need 

to make to your ƉƌŝĐŝŶŐ�ŝŶ�ǇŽƵƌ�specific discipline or business?
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Psychological 
Aspects of Pricing

Price point is the amount of money a customer is willing to pay within a certain range. It’s 

influenced by demand, competition, and perceived value. One psychological tactic of pricing 

uses Weber’s law: “a just-noticeable change in a given stimulus appears as a constant ratio of 

the original stimulus.” In pricing, it’s the amount one can change prices before the customer 

notices, either positively or negatively.  The higher the initial price point, the easier it is to 

increase the price by small increments.

For example, an artist produces a one-inch button with one of their designs and sets the 

price at $1.00. A customer loves them and buys three. That customer comes back the next 

week to buy more, and, because they’re popular, the artist has raised the price to $2.00. The 

customer thinks that’s too much of an increase and doesn’t buy the button. However, if a 

customer purchases a vase for $1,000 and the artist offers to create a custom stand for the 

vase for an additional $250, that’s psychologically easier for the customer to justify than the 

$1.00 price increase on buttons.

Perceived Value is a person or group of people’s opinion of what they think a product’s 

value is. You can raise or lower the price of your products, but that may not change the value 

of the product according to your potential customers.

Examples of Factors That May Impact Perceived Value

Trendiness: Products that are connected to popular trends and group behavior can be 

perceived as more valuable.

Scarcity: Limited edition, scarce, and exclusive items can have added value even if the 

scarcity is fabricated or not real.

Nostalgia/Symbolism: Items that appeal to the consumer’s emotional attachments to 

meaningful moments (history, place, people, etc.) have higher value.

Necessary Add-Ons: Products that complement and enhance an existing product may 

be priced at a premium, e.g. framing services, offering appropriate hanging fixtures.
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Exercise 3: Perceived Value Examples

What are some examples of perceived value inside and outside of the arts market?

If perceived value is the opinion of the consumer, then Added Value is the mechanism by 

which you create the perception of higher value. Added Value is any addition to a product 

or service that has a high perceived value-to-cost ratio. Some examples of added value are 

packaging, companion pieces, backstories, future discounts, loyalty points, membership, or 

personalization.
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Homework Assignment 4: 
comparing price in the marketplace

Do some field research online or in person. 

part 1: Make a list of products in the market that are...

part 2: Take note of any customer perceptions that might affect value, as well as any added 

value that the artist is advertising.

 × Similar to yours but different in price. Why are the prices 
different? Cost of production? Materials? Quality?

 × Different than yours but similar in price. What is the budget and lifestyle 
of someone that buys items at certain price points? How do you fit in?

 × Similar to yours and similar in price. What are the factors that differentiate 
your product from others that are similar in appearance and price?
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Controlling the Deal

Exercise 4: Brainstorming incentive programs

Now that you have a system for creating sound prices, you can begin to create incentive 

programs for customers. There are many ways to create deals for your customers that instill 

confidence in their purchase that don’t undermine your profits. Always keep your LMOP in 

mind. Here are a few:

What are some incentives you use or see in the arts sector or other sectors? Are there 

incentive programs that you use and like or that you don’t use for some reason?

This is a lot of information to take in all at once. Choose one homework assignment from the 

unit to tackle first. Write that below, along with a due date. Action steps + accountability  = 

results!

 × Seasonal discounts

 × Coupons

 × Loyalty points systems

 × Discounts on volume purchases

 × Referral programs

My next step:

�
0(�'(
$'
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GLOSSARY of terms

Accounts Payable: Includes all short-term obligations owed by your business to 
creditors, suppliers, and other vendors. Accounts payable can also include supplies 
and materials acquired on credit.

Accounts Receivable: Accounts receivable are considered assets.They are money 
owed to the business for purchases made by customers, suppliers, and other vendors.

Action Step: An action taken to reach an objective

Analytical: Breaking up a problem into smaller, manageable pieces to find solutions�

Arbitration: A way to resolve disputes outside the courts

Assets: Anything that can be owned or controlled by a company to produce positive 
economic value, e.g. money, equipment, vehicles, land, etc͘

Audit: An independent financial examination of a company or organization

Bylaws: A rule made ďy a company or society to guide and control the actions of its 
members

Capital: A term for financial assets

Collateral: An asset that a lender may accept as security for a loan, e.g. a vehicle, 
a building, etc.

Commodity: Materials that can be bought and sold that ĂƌĞ interchangeable with 
other goods of the same type

Consumer: Someone who purchases goods and services for personal use

Customer: A person or organization that buys goods and services from a store or 
business

;< ���(�: ^ŽŵĞƚŚŝŶŐ�ƚŚĂƚ�ĞǆŝƐƚƐ�ŝŶ�ƌĞĂůŝƚǇ͕�ĞǀĞŶ�ŝĨ�ŶŽƚ�ƌĞĐŽŐŶŝǌĞĚ�ŝŶ�ĂŶǇ�ŽĨĨŝĐŝĂů�
ĐĂƉĂĐŝƚǇ͖�ƐŽŵĞƚŚŝŶŐ�ƚŚĂƚ�ŚĂƉƉĞŶƐ�ŝŶ�ƉƌĂĐƚŝĐĞ͕�ƌĂƚŚĞƌ�ƚŚĂŶ�ĂĐĐŽƌĚŝŶŐ�ƚŽ�ůĂǁ
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	<XD`3ZD`<�/OXJYr���ĐƌĞĂƚŝǀĞ�ǁŽƌŬ�ƚŚĂƚ�ŝŶĐůƵĚĞƐ�ŵĂũŽƌ�ĞůĞŵĞŶƚƐ�ŽĨ�ĂŶŽƚŚĞƌ�
ĐŽƉǇƌŝŐŚƚĞĚ�ǁŽƌŬ͖�ƚŚĞ�ŶĞǁ�ǁŽƌŬ�ďĞĐŽŵĞƐ�ĚŝƐƚŝŶĐƚ�ĂŶĚ�ŝŶĚĞƉĞŶĚĞŶƚ�ĨƌŽŵ�ƚŚĞ�
ŽƌŝŐŝŶĂů

Documentation: Documentation describes, explains, shows, or illustrates the 
facts of your artwork, e.g. photos, written text, audio recordings, video

Equity: The amount of money that would be returned to the owner or 
shareholders if all assets were sold (liquidated) and debts paid off

Expense: Money flowing out of a business. Fixed expenses are expenses that 
don’t fluctuate with changes in production or sales. Variable expenses do change in 
response to production, sales, or other factors. 

Fixed Asset: Fixed assets include land, buildings, machinery, and vehicles that are 
used in connection with your business. Land is considered a fixed asset but, unlike 
other fixed assets, is not depreciated because land is considered an asset that never 
wears out. Buildings are categorized as fixed assets and are depreciated over time. 
Office equipment includes equipment such as copiers, fax machines, printers, and 
computers used in your business. Machinery represents machines and equipment 
used in your studio to produce your product. Examples of machinery might include 
lathes, conveyor belts, or a printing press. Vehicles include any vehicles used in 
your business.

Goal: An ambitious but attainable, big-picture aspiration

Good: A tangible thing that is not money or real estate

Gross Sales: The total of all sales within a time period without any deductions

Incentive: Something that motivates or encourages someone to do something

Indemnification: Contractual obligation to compensate for harm or loss

Independent Contractor: A person or business that provides goods or 
services under a written contract. Independent contractors are not considered 
employees and generally don’t receive benefits or have a regular schedule set by 
the hiring organization. Independent contractors agree to deliver the work as 
agreed by both parties; how, when, and where they do the work is up to them.

Intellectual Property: Intangible creations of the human mind
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�MZ<X<YZr���ĨĞĞ�ĐŚĂƌŐĞĚ�ĨŽƌ�ƚŚĞ�ƉƌŝǀŝůĞŐĞ�ŽĨ�ďŽƌƌŽǁŝŶŐ�ŵŽŶĞǇ͕�ƵƐƵĂůůǇ�ĞǆƉƌĞƐƐĞĚ�ĂƐ�
Ă�ƉĞƌĐĞŶƚĂŐĞ

Inventory: A complete list of property, goods in stock, or the contents of a building

Legal Tender: Coins or banknotes that must be accepted if offered in payment of 
a debt

Liabilities: Includes all debts and obligations owed by the business to outside 
creditors, vendors, or banks that are payable within one year, plus the owner’s equity

Liquidity: How easily an asset can be converted to cash when needed. “High 
liquidity” means cash on hand and easily sold equipment, inventory, etc. �n example 
of “Low liquidity” would be all of an organization’s assets being in real estate

Margin: A spare amount or measure to give yourself room in special situations

Material Harm: Harm or damage to a company’s business

Mortgage Notes Payable: The balance of a mortgage that extends out beyond 
the current year. For example, if you have paid off three years of a 15-year mortgage, 
the remaining eleven years, not counting the current year, are considered long-term 
debt.

Net: The remaining balance after deducting any outflows or expenses

Networking: Exchanging information and ideas with people who share a common 
interest

Notes Payable: Money owed on a short-term collection cycle of one year or less, 
e.g. bank notes, mortgage obligations, or vehicle payments

Notes Receivable: Notes receivable are current assets if they are due within one 
year. Notes that cannot be collected within one year are considered long-term assets.

Objective: A concrete, measurable milestone on the path to a goal

Owner’s Equity: Sometimes referred to as stockholders’ equity, owner’s equity is 
made up of the initial investment in the business as well as any retained earnings 
that are reinvested in the business

Plaintiff: a person who brings a case against another person in a court of law
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ĐƵƐƚŽŵĞƌ�ƉĞƌĐĞƉƚŝŽŶ

Profit: Any financial gain after deducting business expenses

Projections (revenue, sales, expenses, etc): Estimating the future 
financial performance of a business; also known as a “financial forecast”

Qualitative: Measuring something by it’s qualities rather than by numerical data

Quantitative: Measuring something by numerical data, or something that can 
be counted

Restitution: Giving up any gains (i.e. income) when faced with a legal claim by 
someone else

Retained Earnings: Earnings ƚŚĂƚ�ĂƌĞ�reinvested in the business

Returns (as in investment): Profit from an investment

Revenue: Income from normal business operations; i.e. sales

Sector (of industry): A large group of businesses that share the same area of 
the economy or business type; e.g. visual artists, performing artists

Total Assets: The total dollar value of both the short-term and long-term 
assets of your business

Service: Work performed by a professional that provides an intangible product

Total Fixed Assets: Total fixed assets is the total dollar value of all fixed assets 
in your business, less any accumulated depreciation

Total Liabilities: Comprises all debts and monies that are owed to outside 
creditors, vendors, or banks, and the remaining monies owed to shareholders 
(including retained earnings reinvested into the business)

Working Capital: A company’s assets that are available for daily use

Work Sample: An example of work that can be produced by the artist or creator; 
in the arts, this can be photos, videos, audio recordings, etc.
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