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MODULE TEN:  FINANCIAL MANAGEMENT 
 

THE HIGHLIGHTS 
 

Budgeting 
 
A budget is a financial map of the future. It is based on those factors, of which you are aware, 
that are relevant to a specific project or to your overall career. A budget should also consider and 
reflect elements that are uncertain, potential surprises, and unpredictable factors over which your 
control is limited. A budget may cover a week, a year, a single project, or a much longer time 
period. 
 
It is important to remember that a budget is a map of the future. Just as a map is not the 
landscape it charts, a budget is not the financial reality it attempts to predict. You use a budget, 
like a map, to plan a route. A budget gives you a sense of what you’re getting into. Just as a map 
tells you where a detour is possible, a budget tells you where you can save, or how much you 
have to find, to continue your journey. 
 
Begin by making sure you are clear about your personal needs, how your values and principles 
inform those needs, and how they relate to your goals. Then, follow the same process for your 
professional life. Then step back and take a good long look, and see how the two overlap, conflict 
or parallel each other. The idea is to incorporate both into a workable whole, while keeping the 
books separately. 
 
For all people with goals for the future, creating a budget for your personal life is essential. For 
the self-employed artist, having a budget for both your personal and professional lives is 
imperative if you are working to achieve a long-term vision, and to help make effective decisions.  
 
A budget is the basis by which you plan. It consists of two key parts: the revenue coming in, and 
the expenses being paid out. The difference is important information for planning. Without a 
budget, you cannot have an effective plan. 
 
As you have begun to do with your personal life, you must also sort out the cost of running your 
business. Whether you are offering a service or producing a product, what are the basic costs 
involved? The cost, combined with your personal budget expense total, is the minimum amount 
of money you need to earn on a monthly basis in order to keep yourself and your business afloat. 
 

Cash flow forecasting 

A cash-flow projection schedules your costs and income. Having a project worth $10,000 that 
costs $2,000 to complete may prove a financial disaster if you won’t earn any money for a year, 
and must ante up the $2,000 at the outset. Obtaining instalment payments as the project 
develops would address this problem, and a properly prepared budget will warn you of this need. 
 
A cash flow budget is particularly helpful for those artists who are selling their work, since you 
have the additional responsibilities of managing inventory, invoicing, and collections. Cash flow 
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budgets are also useful for artists who rely on grants or are working a variety of short term 
contracts. It helps to answer questions such as; when do you need to be earning money in order 
to pay your bills? When are you expecting downtimes in your work schedule? 
 
Important difference between a budget and a cash flow are: 

 A budget helps you see problems before you reach them.  
 A cash flow predicts when those problems will happen. 
 Both can warn you of bad news, and it’s better to know before you set out than later 

when there’s no turning back. 

 Use your budget and cash flow predictions to alert you to when you need to borrow from 
other people’s experience or hire an expert guide. 

 Budgets and cash flows predict the journey you face. Whether you choose to proceed 
after considering the details contained in these maps is your decision. 
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THE HOMEWORK 
 

Pricing Your Work 
 
 
 
 
 
 
 
Deciding what to charge for your work is probably the most difficult part of the planning process 
and continues to be difficult even for seasoned cultural professionals. There are a number of 
factors that you can consider when determining a price, such as:  

 Production costs (material expenses such as paint, canvases, canvas stretchers and 
framing materials, etc., and the time and labour involved in the creation of the work) 

 Agent or dealer commissions 
 Website, social networking and Internet marketing costs 
 Profit margin 
 Quality 
 Artistic/professional reputation 
 Market demand 
 What your colleagues charge 
 “What the market will bear” 

 
There is no simple solution to the price-setting dilemma. However, there are a few ways that you 
can judge whether the price you have determined is appropriate: 

 Investigate whether there are pricing standards within your industry. Many professional 
associations have developed guidelines for minimum fees that their membership should 
or must charge. Check out the discipline-specific resources from The Art of Managing Your 
Career for a list of professional associations’ websites (go to www.culturalhrc.ca, click on 
The Art of Managing Your Career, select a discipline, and refer to Links). 

 Compare your prices with colleagues who are at a similar career stage and produce 
comparable work for corresponding markets. 

 Check your contracts carefully to ensure that you are getting paid for what you think you 
are getting paid for. 

 
 
 
 
 
 

 
 

A woman in Paris approached Picasso and asked him to sketch her portrait. He obliged, handed 
her the small drawing, and requested 5,000 francs for payment. The woman blanched, and 
said, “But it only took you three minutes!” Picasso responded, “No. It took me all my life.” 
 

If a writer or illustrator signs a contract that assigns the publisher “all rights,” he should be 
receiving much higher payment than usual because the publisher will be able to reprint or 
relicense his work, for profit, anytime, anywhere, in any format, and within any context it desires. 

http://www.culturalhrc.ca/
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TIPS FOR SETTING PRICES 
 Heather Young 

 
Artists and arts organizations need to set prices for tangible goods (e.g. works of art, CDs, 
publications) and for services (e.g. admissions, registration fees). The considerations for goods 
vs. services are rather different – as are the circumstances of individuals and organizations. 
 
These tips are offered from a very generic point of view. I have tried to make them applicable in 
a wide variety of situations. This may make them a challenge to apply specifically! I hope the 
examples will help to clarify how you might use these ideas to support your personal decision-
making. 
 
1. There's no “recipe.” 

Take heart if you feel uncertain about how you are going about setting your prices. My research 
turned up no “correct” method, in the art world, the not-for-profit world as a whole, or in 
commercial business. There are, however, some useful guidelines. 
 
2. Take your time. 

Think of this as an iterative or recurring process. You're going to draft a price list, sleep on it, run 
it past colleagues and friends, and revise it again before making a final decision. 
 
3. Three approaches 

Here are three approaches that you might find useful. You can choose the one that works best 
for you, or you can consider all three, and decide after playing with the options: 
 
A.  Cost-based: Figure out your costs, and charge more than that. 

 Price = your cost + mark-up (e.g. If I'm selling admissions to a concert, I could add up all 
of the costs, subtract grants and donations, and divide the net cost by my estimate of how 
many people will attend. Thus, if I expect to spend $12,500 and I have $7,500 in grants 
and donations, I need to raise $5,000 from ticket sales. If I anticipate that 200 people will 
attend, I need to charge each person $25. That gives me my break-even price. If I wanted 
to make a profit, I could then tack on a markup of so many dollars.) 

 Price = a multiple of your cost (e.g. Book publishers need to pay for editorial expenses, 
writer royalties, book production and promotion, as well as their own administration. They 
often “peg” their book prices on the printing cost, by charging 5 or 6 times cost. So, if a 
certain book cost $8 to print, the publisher would look at a price between $40 and $48. 
Experience has shown that a multiple of 5 or 6 generally covers all of their expenses.) 

 
B.  Market-based: Charge what everyone else charges 

“Everyone else” should include comparable artists/arts organizations as well as the other options 
your buyers might consider; for instance: 

 A performing arts organization might compare its prices to what its peers are charging – as 
well as to the cost of a movie ticket, the cover charge for a band, and other “night out” 
options 
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 A visual artist might look at what their buyers are considering. For instance, if the art in 
question is usually purchased for its decorative value, buyers may be deciding between 
buying a picture and another decorative object (e.g. fine craft, furniture, area carpet) 

 
C.  Value-based: What's it worth to you? 
This is how hotels and airlines do it – not to mention gas stations and ticket scalpers. Today's 
rate on a hotel room or an airfare depends on how far in advance you're booking, plus demand, 
plus any other factors that affect its desirability. The price a scalper can get before the game is 
vastly different from what he'll accept half an hour after the puck drops! 
 
4. Know your limits! 

 Floor = your cost (If you sell below cost, you're losing money!) 
 Ceiling = what the market will bear (You can't charge more than what people are willing to 

pay.) 
 
5. Consider your environment and how that might affect the prices you can charge 

 Geography: are you in a large city, a town, a rural community, a remote area? 
 Accessibility/distribution: how easy is it for people to come to you – or for you to get your 

work to major centres of population? 
 Economy: how's the local economy doing, how much disposable income do people have? 

 Political framework: what taxes do you have to take into consideration, what public policies 
affect you (e.g. copyright, availability of government funding)? 

 Local arts community: are there many colleagues/competitors close by, or are you the only 
game in town? 

 
6. Consider how the characteristics/qualities of your art – whether it's a canvas or an 
exhibition or production should affect its price. 

 Artistic merit is definitely a factor in pricing – and one of the hardest to confront. It's also a 
factor that's likely to change over the course of your career. You need to consider the 
significance of your work in relation to other artists, and the market overall. 

 Popular appeal is also important. It's easy to see that more people want to buy tickets to 
mega-musicals and Broadway-style shows than to a lot of other performing arts genres. 
You must consider the size of your market, and hence the volume of demand for your work. 
This could push the price up or down! A lower price might make you more attractive. On 
the other hand, aficionados may be less price-sensitive, and thus willing to pay more for 
something harder to come by. 

 Use price to send a message about quality and value, and where your work fits in the 
marketplace. Take coffee shops as an example: relative to your competitors, you need to 
determine if you're more of a Starbucks or a Tim Horton's! 

 
7. Uniqueness is not a factor in setting prices in the arts 

You're unique, just like everyone else. Every artwork is one-of-a-kind: the visual art collector, or 
the performing arts engager, is choosing amongst a number of unique offerings, each of which 
has its appeal. 
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8. Don't let the price be an emotional decision! Price your work dispassionately, 
without reference to your attachment to it. 

 Don't assume that your personal favourites will fetch a higher price. Your investment of 
time, effort and angst in the creative process won't necessarily “read” to the buyer or 
audience. If an artwork is so significant for you that you can't part with it at your normal 
price, perhaps it's not the right time to offer it for sale. 

 By the same token, you may not love a certain piece, and therefore be tempted to under 
price it – but don't assume that others will share your feelings for it. 

 
9. Establish your base price according to your most typical art. 

It may be useful to think about how new cars are priced. Often, there's a “base price” plus the 
option to purchase “extras” – or to get the car “fully loaded.” In the same way, a visual artist, a 
performer or an arts organization may be able to identify their price baseline, and what their 
“extras” might be, and establish a range of prices for different types of work. For instance: 

 An actor taking a lead role may be able to negotiate a better weekly rate than when he or 
she accepts a supporting part. A musician may be able to charge more for a soloist 
engagement than for a “sideman” gig. The difference is related to the perceived value of 
the service. 

 A visual artist may charge more for larger or more elaborate works. This might be either a 
cost-based or a value-based approach. 

 A theatre company may charge more per ticket for the musical it's offering this year than 
for its “one-hander.” This would almost certainly be a cost-based approach related to the 
number of artists involved and the scope of the production values. 

 
10. Stick to your guns! 

It's a good policy to keep your prices consistent no matter who the buyer is. This can be especially 
important for visual artists selling multiples or working with more than one dealer – and for 
performers hoping to build a client base of repeat customers. 

 If you're an experienced artist with a track record, document your sales. When you can see 
how works have sold over time, it's easier to be consistent about pricing your new pieces. 

 If you're still building that record, you can achieve consistency by pricing your art like a 
realtor would price a home for sale: look at “comparables” in terms of medium and style, 
as well as in terms of fellow artists at a similar level of accomplishment 

 
11. Think carefully before you discount, to make sure the price cut will work for you 
strategically. 

A. Discounts may be standard in some circumstances, for instance: 

 A commercial gallery may offer a standard 10% discount to arts consultants purchasing on 
behalf of clients, or to regular customers who purchase a lot of art. 

 Performing arts organizations commonly offer discounts for group purchases, as well as to 
students and seniors, and for less popular nights. 

 
NOTE! Where a range of prices is in effect, you need to be clear on which is The Price. Your 
regular price is the Saturday night, full price amount. Everything else is a discount. 
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B. Discounts may be used to introduce negotiation, so you can close a sale, for instance: 

 You might want to offer an incentive to a good client to buy more 
 You might decide to make it possible for someone to buy the work who loves it but can't 

afford the regular price. 
 
C. You might wish to use discounts to adjust to market conditions, for instance: 

 If tickets are selling poorly, performing arts organizations may consider putting out two-for-
one coupons, or offering discounted tickets within the arts community. 

 A gallery in a tourist town might wish to consider special offers in the off-season. 
 
D. You might be tempted to price lower than your colleagues/ competitors to gain an edge. Think 
seriously about whether this will really work in your favour. For instance: 

 Performing arts patrons definitely react to price points – but not necessarily to relatively 
small differences. Someone might decide that the current Broadway touring show is too 
pricey – but if they've decided to spend the money to see a local company, they're more 
likely to make their choice based on the title, the artists, the reviews, etc., than on a couple 
of dollars' difference in price. 

 If all practitioners of a certain discipline charge within the same range, they can create a 
“going rate” which sets buyer/audience expectations, and helps everyone plan their 
budgets. 

 
12.  Don't forget to raise your prices when it's appropriate! 

 A useful rule of thumb for visual artists is to contemplate an increase when you're selling 
at least 50% of last six months' output. 

 Another benchmark would be to look at an increase when you've experienced six to twelve 
months of consistent success in your work. Once you've established steady demand, it's 
time to re-examine your pricing. 
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Setting Up a Company 
 
1. Should I set up a separate company?  Separating the touring artist from the recording 

company. 

 Income tax purposes  
i. Lower rate for companies 
ii. Move income from one to the other 
iii. If your income is over $30,00 you can do income splitting 

 Incorporate the recording company 
iv. Protects you the individual from bankruptcy or legal suits 

 

A performing artist who is self-employed is considered to be operating a business, provided there 

is a reasonable expectation of profit. 

 
Form of Organization 

Accordingly, such an artist is entitled to deduct reasonable expenses incurred in connection with 

earning income from that business, except to the extent they are denied by section 18 or limited 

by provisions of the Act such as sections 67 to 67.5. 

 

A 

performing artist who is an employee is limited to the deductions described in section 8 of the 

Act in determining income from employment. In particular, such an employee may deduct musical 

instrument costs and artists' employment expenses subject to certain limitations. 

 

Artists who are employees have the benefit of coverage by their employers under both the EI 

and CPP. 

 

Self-employed artists are not covered under the Employment Insurance Act, but are covered by, 

and must pay all the contributions required under, the Canada Pension Plan based on their net 

self-employed earnings. 

 

 

 

  

Individual Employee Files Tl return 

 Self Employed Files Tl Return 

Partnership  Files Tl return 

Corporation Employee Files Tl Return 

 Shareholder Files T2 Return 
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Incorporating? 

If your income is over $30,000 you can take advantage of income splitting, the low rate of 

corporate tax, and certain deferrals and other tax savings options. 

 

The Different Business Structures - excerpt from The Session, Dec. 2000 issue, by Lorena Kelly 

Most of us will fall under Sole Proprietorship (that is, we're individually responsible for declaring 
our musical income). Here's a breakdown of some common tax "groups": 
 

Sole Proprietorship 

This is an unincorporated business owned by one person. It's the simplest kind of business 
structure. The owner of a sole proprietorship has sole responsibility for making decisions, receives 
all the profits, claims all losses, and does not have separate legal status from the business. You 
pay personal income tax on all revenue generated by the business. You also assume all the risk 
of the business. This risk extends even to your personal property and assets. (If someone sues 
you for defaulting on a solo gig, copyright infringement, etc., your car/house/guitar could be 
seized). 
 

As a sole proprietor, you have to register for the GST if your annual taxable revenues are more 

than $30,000. 
 

It's easy to set up a sole proprietorship. Simply operate as an individual or as a registered, 
unincorporated business. If you operate as an individual, just bill your customers or clients in 
your own name. If you operate under a registered business name, bill your clients and customers 
in the business's name. If your business has a name other than your own, you'll need a separate 
bank account so you can process cheques payable to your business. 
 

As a sole proprietor, you have to register for the GST if your annual taxable revenues are more 

than $30,000. 
 

It's easy to set up a sole proprietorship. Simply operate as an individual or as a registered, 
unincorporated business. If you operate as an individual, just bill your customers or clients in 
your own name. If you operate under a registered business name, bill your clients and customers 
in the business's name. If your business has a name other than your own, you'll need a separate 
bank account so you can process cheques payable to your business. 
A sole proprietor pays taxes by reporting income (or loss) on their personal income tax return 
(due April 30). The income (or loss) forms part of the sole proprietor's overall income for the 
year. As a sole proprietor, your income tax return must include financial statements, a Statement 
of Business Activities, and/or a Statement of Professional Activities. 
 

Partnership 

A partnership is a relationship between two or more individuals, corporations, trusts, or 
partnerships that join together to carry on a trade or business. Each partner contributes money, 
labour, property, or skills to the partnership. In return, each partner is entitled to a share of the 
profits or losses in the business. The business profits or losses are usually divided among the 
partners based on a partnership agreement.  Like a sole proprietorship, a partnership is easy to 
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form.  A simple verbal agreement is enough to form a partnership. But if money and property are 
at stake, you should have a written agreement. 
 

The partnership is bound by the actions of any member of the partnership, as long as these are 
within the usual scope of the operations. (If John books a gig and signs a contract, Jim is legally 

bound by it too.) 
 

A partnership by itself does not pay income tax on its operating results and does not file an annual 

income tax return. Instead, each partner includes a share of the partnership income or loss on 

his or her own personal, corporate, or trust tax return (due April 30). Each partner also has to 
file either financial statements or one of the forms referred to in the section on sole proprietorship. 

You do this whether or not you actually received your share in money or in credit to your 

partnership's capital account. 
 

For GST purposes, a partnership is considered a separate person and must file a GST return and 

remit tax where applicable.   
 

Corporation 

A corporation is a separate legal entity. It can enter into contracts and own property in its own 
name, separately and distinctly from its owners. Since a corporation has a separate legal 
existence, it has to pay tax on its income, and must file its own income tax return. It must also 
register for the GST if its taxable annual revenues (including those of associates) are more than 
$30,000. You set up a corporation by filling out an article of incorporation, and filing it with the 
appropriate provincial, territorial, or federal authorities. 
 

A corporation must file a corporation income tax return (T2) annually, within six months of their 
fiscal year end, even if it doesn't owe taxes. If taxes are owed, they are actually supposed to be 
paid within 3 months of their fiscal year end. Corporations typically pay their taxes in installments, 
just like they remit the payroll deductions for El, CPP and employee income taxes. The personal 
liability of corporate directors is also a consideration for payroll deductions and/or GST if for some 
reason the corporation does not remit them - Revenue Canada can "bill" directors of a corporation 
personally for all amounts owing (another complex issue.) 
 

For GST, corporations have reporting periods for which a return has to be filed. As a shareholder 
of your corporation, you have limited liability. You and the other shareholders are not responsible 
for the corporation's debts. However, limited liability may not always protect you from creditors. 
For example, if a small corporation wants to take out a loan, the creditor may ask for the 
shareholder's personal guarantee that the debt will be repaid, and if you agree you'll be personally 
liable for that debt if the corporation does not pay it back. 
 

For a corporation, loss amounts can swing widely. This gets really complex, and it is unlikely that 
many musicians or groups not on a major label will register as a corporation. Corporations typically 
try to write down income to zero, incurring no tax liability. When a corporation's directors know 
that future years will be profitable (or if they paid taxes in past years), they may be able to report 
a loss for the current year and carry it forward (or back) to reduce taxes payable from a future 
(or a past) year. See how tricky this gets? Best to hire a good accountant if you operate as a 
corporation. 
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Inventory                               
 
The cost of inventory is not deductible (except for visual artists) until it is sold. Inventory must 
be valued at the lower of cost or market value. Cost includes all costs – i.e. shipping, 
manufacturing, production. This applies to all merchandise – i.e. CD’s, T-shirts, hats, etc. 
 
     Total Production Cost____   = production unit cost 
Divided by total units pressed 
 
  Manufacturing cost plus shipping cost        = manufacturing cost 
Divided by units manufactured at that time 
 
Production unit cost plus manufacturing cost = year-end inventory unit cost 
 
Example: In the first year you made a CD for $20,000. Your first pressing was 2,000 units at a 
cost of $4,000. You sold all 2000 units in the first 4 months and repressed another 1000 for a 
cost of $1800. You sold all of those and pressed another 2000 for a cost of $3200. At the end of 
the year you had 500 CD’s left. 
 
Year One 

Production Total 
Units  

Production 
Unit Cost 

Manufacture Total 
Units 

Manufacture 
Unit Cost 

Total Unit 
Cost 

Yr End 
Inventory 

Value of 
Inventory 

A B A/B=C D E D/E=F C+F=G H GxH 
$20,000 2000 $10 $4000 2000 $2 $12   
$20,000 3000 $6.67 $1800 1000 $1.80 $8.47   
$20,000 5000 $4.00 $3200 2000 $1.60 $5.60 500 $2800 

 
Notice how column B. keeps adding up with your total units pressed, whereas column E. is only 
the units pressed at that time. I have used round numbers, whereas pressings are rarely the 
exact number you ordered. This gets done for each title you have. 
 
At year-end, you have a column in your ledger called inventory and the figure in column I. goes 
in there. That amount ($2800) is deducted from your manufacturing costs for the year (ie. 
$4000 + $1800 + $3200 = $9,000 - $2800 = $6200. allowable deduction for manufacturing). 
 
Year Two 

The next year let’s say you have an inventory amount of $3400. You take the difference between 
last year’s inventory as listed in your ledger ($2800) and this amount ($2800 to $3400 which is 
an increase of $600) and this amount ($600) is then added to your inventory column to give 
you the correct amount (ie. $2800 + $600 = $3400) and deducted from the amount you spent 
on manufacturing that year. Let’s say you spend $3000 manufacturing CD’s that year so you 
would deduct $600 from the $3000 to give you $2400 allowable deduction. 
 
Your new figure in your inventory column in your ledger will now be $3400.   



236 

 

 

 

Year Three 

Go ahead another year. Let’s say in that year your inventory at year-end is only $1400. Again, 
take the difference between last year’s inventory figure ($3400) and this year’s ($1400). The 
difference is $2000 except that this year this is a decrease.  
 
So this time you deduct this difference ($2000) from the figure in your inventory column from 
last year ($3400) so that you have the new correct inventory amount ($1400). You then add this 
amount ($2000) to the amount you spent on manufacturing.  
 
Let’s say you spent $1500 manufacturing this year. You add that $2000 to the $1500 to get $3500 
allowable deduction. So you can see how you’ve had to wait until this year to be able to deduct 
for the units previously pressed that are now all gone. 

 
 

 
 

 


