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Pricing Is a Process

It's not done once and forgotten.
It's something you’ll come back to and revise

numerous times in future.
Focus on setting the best price for right now.




So - how should
we approach
pricing?

Should you set your prices low
to try and score impulse buys?
Or set your prices high to cater
to a wealthier market?

Or price to be competitive in

your market?

Should you just look at what
other people on Etsy are
charging for similar items?
(NQO!)




First - it's okay
to have a
range of
price-points In
your shop.

You can have:

Entry-level products (but not
TOO low)

Mid-range products (bread +
butter)

High-value products

OR you can just have one price
range

And yes, you can have
reproducible and OOAK in the
one store!




Okay, but how do |
price”?

e Price with the Head - the science of pricing
e Price with the Heart - the art of pricing.




e You need to do the

maths!
But first - you need to
SCience Of understand what
o numbers matter, and
PnCmg how they relate to each

other.
DO NOT SKIP THIS
STEP!




There are 2
parts to the
pricing formula.

Part 1 - covering the price of

production.
o Cost price (price of materials +
labor)
o Overheads
o  Profit

Part 2 - covering the price of

marketing/selling.
o Cost of marketing

o Overheads
o Profit




e Cost Price — what it actually
costs you to make the item.
e Wholesale Price — what you

SO m e | m po rta nt charge wholesale buyers — this

includes profit for you.

Te 11 Retail Price — the price you
sell direct to public/what your
wholesalers will sell it for.




Part 1 - covering the price of
production.

YO u h ave to Cost price (price of materials +

labor)

Overheads (internet,
Cove r yo u r rent/mortgage, electricity, tools,

etc.)

p rOd U Cti O n COStS y Profit (money to re-invest or save)

Part 2 - covering the price of

AN D yOUF selling.

. Cost of selling (time, packaging,
marketing costs! outsourcing, o )
Overheads (software, market fees,
etsy fees)
Profit (money to save or re-invest)




This Is why you must
ALWAYS charge retail price!

e You are not only paying yourself to make -
you're paying yourself to be your own

salesperson - i.e. your own retailer!




W You may have seen this formula:

Cost Price (materials + time) x 2 =
Wholesale Price

Wholesale Price x 2 = Retall Price



Okay, say you have a labour cost of $30 per hour (think about how
much you could live on if this was your full-time business!).

And your materials cost for an item was $5.
Let’s say | made a pair of earrings that took 1/2 an hour.
Cost Price (30 x .5 = $15 labour + $5 materials) = $20

$20 x 2 = $40 = Wholesale Price
$40 x 2 = $80 = Retail Price



W What this actually should be...

Cost Price + Overheads + Profit =
Wholesale Price

Wholesale Price + Marketing Cost +
Overheads + Profit = Retail Price.



ﬂROFIT IS where you have wiggle room.

This is where the second part of the
process will come into play.

But first...



W YOU CANNOT EVER PRICE UNC
WHOLESALE PRICE.

ER

If you do, you have turned yourself into
a slave with a ‘business’ that will never
be profitable and sustainable.



On overheads...

Work out all the overhead costs
in your biz over 1 year.

Divide that by the average
number of products you sell each
year.

This will be your overhead price
per product.

Realistically, you might not be
able to completely cover this in
your first few years, but you
should aim to do so if possible.




5 Minute Activity

Choose 1 product and do the first part of this calculation (guess if
you’re not sure of costs/time right now).

e Cost Price + Overheads + Profit = Wholesale Price

e Once you're done, start listing ALL the activities/costs that go in to the

marketing of your item - these will come into play in the second part of the
formula.

e |Wholesale Price + Marketing Cost + Overheads + Profit = Retail Price.



The Art of
Pricing

Once you cover your costs (have
done the maths) - pricing is
completely subjective!

You can buy a handbag from
Target for $20.

You can also buy a handbag from
Hermes for over $16,000

It's all about brand positioning.
Target = budget, affordable
Hermes = luxury, designer




This is the $16,480 AUD Hermes bag (as of Oct 2021).
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People who buy Hermes are not
paying for the materials or time —
they are paying for the BRAND



The Art of Pricing
IS all about
determining WHO
wants your
products and
WHAT they're
willing to pay for
them.

e You need to know who your Ideal
Customer is so that you can
create products and a brand that
will appeal to them.

Then, you can also price
according to what they
expect/are willing to pay for your
work.




Who are they?

What do they value?

How much money do they have?
Why would they buy what you

make?
Your Ideal How will you find them?
CUStOmer, How will you connect with them
. emotionally?
br|eﬂy. N What feeling/want/urge will your

product fulfil for them?
What are they willing to pay for
that feeling?




0

You must convey the VALUE of
your products and brand in your
marketing, photography, and
other branding.



Research your
Niche...

NOW you can look around and
see what others in your niche are
charging, particularly those who
have a high number of regular
sales (don't just look in one
place, i.e. Etsy).

You want to be profitable, but

you also want to be
competitive.

If you're charging twice as much
as someone else for a seemingly
similar item, you want to know
why that is, and be comfortable
with it.




Don’t undersell
yourself!

If you're trying to make a living
out of this, you need to price so
you’'re not only covering costs,
but making a profit.

Profit is ON TOP of your

personal income — money to
re-invest in your biz.

There is nothing wrong with
making a good profit from your
work!




Finally - decide
on a price, and
TEST it.

Remember - your prices are not
set in stone.

They can - and should! - change
over time.

If your profit margin is so razor
thin that dropping 10% makes
your product unsustainable -

you're not charging enough!

If you're worrying about fees -
you’re not charging enough/you
haven’t done the first step of
pricing with the head.

Price with the Head, then with
the Heart - and test, test, test.




Workshop: How your Money
Story Could be Holding you

Further Back

Workshop: Discover your Ideal

Resources Customer

YouTube: You're Probably
Pricing Wrong | Etsy &

Handmade Business | A Basic
Pricing Formula



https://thrivercircle.com/march17/
https://thrivercircle.com/march17/
https://thrivercircle.com/march17/
https://thrivercircle.com/workshop-discover-your-ideal-customer/
https://thrivercircle.com/workshop-discover-your-ideal-customer/
https://youtu.be/dQ5bD7wXMog
https://youtu.be/dQ5bD7wXMog
https://youtu.be/dQ5bD7wXMog
https://youtu.be/dQ5bD7wXMog

