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	One of the most important tasks to complete in planning your business, is deciding how much to charge for your product or service.  There are many factors to take into account but whilst your costs and financial expectations are important, they are of little interest to your customers and will only set a lower limit.

For example, if your main income is from charging for your labour, you can quickly identify your fixed costs and drawings (+ Tax / NI) expectation for the year and if you plan to work (say) 48 weeks of the year x 5 days x 7 hours (1680 chargeable hours) then simply divide this figure into that year 1 cost figure, to give an absolutely minimum hourly rate. 
It is only a very basic, crude calculation and assumes full working weeks, takes no account of unproductive time and no surplus etc. but it can be a starting point on which to build, bearing in mind the following factors which need to be carefully considered:
a) What exactly are your costs (materials, overheads, labour etc) and can they be reduced in any way?

b) What is the competition and how much are your competitors charging?

c) Are you a qualified tradesman with considerable training behind you (e.g. gas fitter or electrician)?

d) Do you work quickly and efficiently?
e) Is travel involved and is your vehicle costly to maintain? (e.g. large van)
f) Is there any specialized, expensive equipment involved in your work?
g) Are there any heavy insurance or licensing costs involved?
h) Does your business involve dirty or hazardous work?

i) Are anti-social working hours or call-out emergencies part of your service?

j) Will you charge by the hour, day or job?
k) Do you have to give credit?

A fair days pay for a fair days work must be the main principle, with the customer getting value for money, but also getting a fair reward for your efforts. You have to get it right–your business will not prosper or even survive if you charge too little, and you will attract few customers if you are too expensive which will be equally detrimental.
If your business is buying and selling, then of course it is the margin between them that is all important since that represents your true income.
ACTIVITY
Produce a pricing policy for your first year of trading. 

The anticipated time for this activity is between 10 and 15 hours.
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