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Your CODB andYou

Understanding the Impoance ofYour Cost of
Doing Business

by Leslie Burns-DellOAcqua
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CODB is the usual ablviation br Cost Of Doing Businesgthough occasionailyouQll see it &CDBO) and it is ary important
number br every businessperson to kmoThat debnitgl includes photogmhers It vital to knav because ifgu ae not earning at least
your CODB each dg you are shooting ér a clientyou are losing mong Knowing your CODB will give you the power to control your
business choices and ruowr businessyelllike a business.

In this aticle weOll walk tlmugh the basics of bguring oty CODB and hav to apply it to your business planning and decisions.

What ges into your CODB and/lim you bgeiit?
Yes,you are ging to hae to do math.Sorry, but that®pat of the price of being in busine®ut it® not had mathYou can do it.

First off you need to ad up all pur business costsPnd this easiest to doybadling up pur costs br one year so thatdwhat weOll do
here. If you haren€been in businessey (or for long),youdll he to do some guessingut you can often get the iofmation you need
either from other photogrghers or flom sources @ailable online

Business costs includeezy cost you do not bill directly to your clientsThe list can include things dilstudio ent,payments on photo-
related equipmenfayments on ofbcealated equipmenpostagerepairspusiness insurangear pgments (if evned by the business),
utilities br the studiq marketing and pomotion costssupplies (pger, software, etc.),health insurancéegal €éesnon-reimbursed meals,
accountingdeslicenses and business ¢égsubscriptionsmembership duesion-reimbursed trael costsprofessional deelopment
(books classesseminarsetc.),domain egistrationand ISP

Two of the most impotant Pgues you need to include a often left off ly people calculating their CODBour anrual salay and e-
tirement plan contributiondn factthere are even some online calculators which do not include these eglthink that&wery danger
ous and higlylencourage including thesembers in pur calculations.

Salay is often left out because photograers thinkOI get whater is left over after pging br everythingOWhile technicalf true (es
pecialy for the sole poprietor), that®not the right wa to look at it for your busines&bu should pg yourself a egular salar and ein-
vest the other mong into the busines3hat reirvestment mg mean stating a saings account so thaoy can puchase ne equipment
or buy a studio devn the road a bitAt the very leastit will be cash aailable to the business in case of emergeamy thatalvays a
good idea.

So set purself a salarand stick to itMale it on the lowv-side but still liveable mongYou can alvays gie yourself a raise ifgur bust
ness ges well,or maybe a bows.Living frugajl is god for you aryway.

Retirement plan contributions arextremel important and so oftendrgotten until you hitOun cemin aged as the Einch sgWhile
you mg love photograhy, at some pointyou will want to retire.Wouldn©you rather do that with a nicecomfy nest egg? Stararly if
you cangtart now if it® not eary.

Considering the pecarious state of Social Security in the UBAist males god sense to do gur own saings ér retirementThe
more you put avay now, the better off youOll be wheroy decide to stop werking.So set purself an annal @al and stick to it.

And include it in gur CODB.

Retir ement Savings--Is ItW  orth It No w?

Need corvincing that putting moneawvay for retirement nav is a god idea? Hez®some mathimagine gu are
25,planning on etiring at age 60 and assume that®ll ler until you@ 80 (which is ppbaby low--people ae living
much longer n). If you put a $5000 aear in tax-shelteed funds whee you earn 5% perear, after retirement at
age 60 guOll he $34,254.41 agar to live off of (after taxand assumiung 3% arahinRation)Lf you€® now 35 that
number diops to $16,385.6315 and i®onl $6,604.07 (in futu dollars).

You® have to put in more than $25,000 aear stating at age 45 to get the same income at age 60 as $506@ra
put avey staiting at age 25.

Ouch.

[Note: For the fully anal-etentive, there are all sots of pernutations on these bPgasThese assumeegular depos
its,a regular yieldgertain tax situations which nyachange tomarow, etc. Take a beath the general concepts avk
even if the pecise math mavaly slighty.]
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What not to irlade

There ar some things that peoplespeciajl nevbieswant to include in their CODB but that dohBelong thek. Items that ae per
sonal should not bgarinto your CODB.Your apartment rent or personal motgage ag not pait of your CODB (unless gu work out of
your home and then ther ar all sots to tax rules to bllow and then wu can ory include the cost of the spacey devote only to your
business as phof your CODB).Neither are your home utilitiesgroceries entertainment.etc. things wu can includell those bgues ae
part of your personal budget and the gnlvay they are at all connected withgur CODB is in bguringgur salay.You need to pg your-
self enough to lie on and pur salay IS a parof your CODB.

Getting bdcto the actual CODB math

Sqyou adi up all of the busines®lated costs gu hase. It will be a large amber-probabl/ largeer than gu would ever have guessed.
Next, divide that total ly the rumber of das you expect to shoot 6r income Now, that is a bit of a guessut if you€e been in business a
while, you should hee an idea of he mary days a par you OverkO--billable de that is.For newbies assume 75 or s¢ops.Most pho
tographersOvmrkO (that isshoot for money) 100 or less dgs a ar If you€e just stating out,it will be less (pobaby more like 50,but
let® be optimistic and gar5)The resulting Pgur is your CODB.

Here®an example:

studio rent! ! ! $12000
photo equipmerit ! ! $5000
computer equipmenit ! $2000
ofpce equipment ! ! $300
postagé ! ! ! $1000
repairg ! ! ! $500
studio utilities ! ! $3000
phones ! ! ! $600
accounting/legal ! ! $600
licenses/biz taed ! ! $300
health insurande ! ! $4500
professional deelopment ! $500
domain/ISP ! ! $480
non-reimh meal$ ! ! $500
car pyments ! ! $2400
gas/sevice ! ! $1500
car insurance ! ! $1140
marketing ! ! $7500
non-reimbursed trael! ! $100
salay! ! ! ! $50000
retirement ! ! $5000
unreimbursed bIm/grcessinty $1000
Total ! ! ! ! $99,920
|

PaidWorking Dayd ! 75

I

CODB per w or king day !! $1332.27

None of the Pgures in this example are particularly high or unusual, in fact, several may be low for the average photographer. Regardless,
they do adl up don€they?The resulting CODB dr this photogragher is $1332 (ounded).

Remembemhen bguringgur CODB s that yu do not include aything yu bill to a clientThis is whee most blks male emors.In
the example abee, youOll note that the last itemG@aineimbursed blm/mcessmg‘)Thls photogrgher shoots PIm sometimes and some of
that PIm shooting iof self-assignmentBhe only PIm/pocessing she includes in her CODB calculations is that bbte#gsing she uses
herselfnot ary that she bills to her client®f their projects.

Anything that is billed to the client is paidrfby the client (plus a mark-uphich weOll get to shdy here and handle in detail in a later
article) Thus those materials @ not pat of your cost of doing busineskleals on shoots thatou bill back to the client? Donidclude
Meals whengu take a client out to lunch just to schmooze? Paf your CODB.

For the eally anaktentive
The method M@ shavn of determining CODB iis a bitaughbut it is perctly acceptibledr most folks.However, there will be some
readers who will point out some of th@inaccuraci€sso let me@ahead and takcae of two of the more glaringdomissionsOyself.

1)The rumber of working dgs is at best a gueJsue, sort of. 1t® an educated gue3hie more years ypu work, the better a guess itOll.be
To be saé, undeestimate the omber of dgs yuOll be shootinthat wey if you work more, youOll end up with mermoney in the bank.

2) This method doeshéke into account other pas of a photograher®businessavenue.Also true. There are two main aeas of income
not included in this methodstock sales and mark-up income
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Over time a photograher ma build up some kel of stock saleFhat income isessentiajl passie and isii@hcluded in these bges.If
you want to be moe accurateyou can subtract @ur anticipated stock sale incomeofn the total,befre you divide it ly the PaidVork-
ing Da's rumber In our example abee, if the photogrgher earns about $10,000 &ar in stock saleshat would reduce her total CODB
for the year to $89,920 and her dgiICODB to $1198.93.

Mark-up income is the moryeearned on the mark up on pduction costs gu bill to your client.For exampleif you buy a pop for $25
you might bill yur client 25 + 20% or $300f that prop.That $5 diférence is mark-up income

If you€e good about tracking gur mark-up incomeyou can ma& a fairy educated guess on faomuch you mg earn fom it each gar
If sq you can again leer your total CODB by that amount bedre dividing i the rumber of PaidVorking Dgs to get wur daily CODB.
Obviousy, photogrgphers with less experience will eitherVeato take a wild guess or just lga this out of their CODBI think leaing it
out is the better wg to go becauseagainwithout it youOll end up with a higher CODB and that will mean thatfl end up making neor
money than yu really needed after all.

I&e @t my CODBhov what?

The impottance of knaving your CODB s that it gies you power to male the best decision®f your busines&ouOll kno when a
deal is a bad deadrfyou,and when it(:bne that will be god for your business.

Using the example CODB abe, let® sg our imaginay photograoherOAnnieO gets a cafirfr a magazine to shoot a celebrity pait.
The photo editor sgsOveOll payou $1000 plus expensé€s Shouldnnie tale the project as oféred?

Well,ignoring the Pne points about space-rates (whig®iginto in some other aticle) Annie can see that she canbrept this po-
ject. Annie©CODB is $1332/f she taks a poject for $1000,she is losing $332f that day. It would be inAnnie©best business intests
not to accept that poject and instead to spend thatylan her marleting or doing something else

Okay, you are now thinkingObut isn&1000 better than nothing?0 Not in busind&smembeinnie Pgued that she wuld only shoot
75 dgs a yar She has plenty of non-shootingydacgued into her umbersNot shooting that poject just maks that dg one of her
non-shooting dgs.She cannot shoot on one of her calculated 7§giar less than her CODB or she will not earn enough mgrte stay
in business.

There is so nuch else that a photogpder has to do to be in business than shootiogdlients--p@erwork, testing studyrepairsand
lots of marleting just to name afv.A day not shooting is NO a dg wasted (unlessoy do nothing)Annie would be better off taking
that day she would have lost moneg shooting on and giving herself a self-assignment to sedghai nev lens she bought lasteek
works,or going to the nev exhibition at the local mseum ér creatiwe inspirationpr taking a potential client oubf lunch.

But there is an gen better alternatie for Annie. Knowing her CODB gigsAnnie the paver to tell the photo editor that she cahfos-
sibly take the project for that rate. She can tell the PE that stié€3e mong on the shootThen she could $eDBut | can do ibf $1400
plus poduction cost If the PE wants harfthe project (and that is prbaby the casebecause the PE bothed to call) thee€®a god
chance that thg can ma& the deal vork.

CODB is NO T your Odayr ate .0

There are a Bw words that photograhers ealy need to eliminate &im their vocabulariegVords like ObidO (Obid®
has a negatiyOchepestO connotatiosp estimate a mject,don€bid on one)OexpensesO (use the tebpoduc
tion chargesO toopr clients insteadand most impottantly, OdgrateO

A photogrepher should neer bill based on a daate. Clients will try to use that termput you must never fall into
that pit.Time is not the factor which one should use to bgar poject® cost--usage ift. doesnOnatter if it takes
you 2 hours to shoot the poject --if it is being useddf example) nationaflthen it is a ery valuable image!

Sqif you€e doing editorial wrk you should bill based on the sizewyr image runs in a publication (Ospace rate(
and hav big the ciculation of that publication ipjJus yur creative fee, with a total mininum at or higher than gur
CODB.If youée doing adertising vork, base pur usagede on the media buy (also with a totaleative/usagede
minimum at or higher than gur CODB).

Your CODB thus simpl functions as an internal compamininum so yu knon how much you hae to male on
aOwverkingO dalt is not haw much you should actuali bill for a day&0verk.O

~

Last, when you bgue your CODB you mg bnd that gurs is much higher thangu knew. Lots of photogrghers ae shocled when thg
Pgue their rumbers 6r the brst time If you feel your CODB is uneasonable (ygover $1500 and gur salay is ony $35K) then you
might need to look at aras to cut back orMaybe yu donthneed that Lexus SUV after all.

Knowledge is pwer and knaving the umbers that mad your business wrk gives you all sots of pover in controlling your business.
Be lile Annie--knav your CODB and use it wisgl
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