How to Price Your Cakes

I Don Get Alert- Godwin
Today we are talking about money. This is quite a long post, because I know pricing
is one of the more difficult aspects in a cake business.
What is the use of going into business, if you are not making money. In this session,
I am going to show you, how to price and sell your cakes so you have a profitable
business.
If you’re aim is to have a profitable business, and the key word here is profitable,
then you need to charge the right amount for your cakes. Otherwise, it doesn’t
matter how many cakes you sell or how wonderful your cakes look.
Without getting the right price for your cakes, you will find out that hours spent
baking and decorating are just wasted and that will bring just frustration.
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True Story
When I first started Three Sisters Cake & Pie Company, because I was never
really at ease talking money with clients I always undercharged for my cakes
because I felt I didn’t want to lose the sale and I lacked confidence in my cake
making abilities. Then at the end of the month I will be so depressed because I was
not making enough money to cover my expenses. I then realized that I had to
increase my prices at least to cover my cost and make some profit. Yes, I did lose
some sales but I noticed that serious customers did not mind my prices because my
cakes were of good quality.
I always love looking at cake postings online and see what they charge. And I
always nearly come up with the same conclusion. They all undercharge!
Most times the reason home based bakers undercharge is lack of confidence. They
feel they are just starting and not experienced yet or lack of confidence in their
cake decorating skills. Or they say it’s just a hobby or I’m just building up my cake
portfolio or getting experience
Please do not so this. People will PAY for YOUR cakes. Believe that. You are in
business and you need customers who pay. You can still take photos, build a
portfolio of cakes, and practice your cake skills while still making money selling
your cakes.
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I love the below post. It has been shared on social media a lot of times. It really
illustrates the actual costs of making a cake (it is not very clear picture wise, but
you will get the general idea).

Think about everything you will put into a cake –
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Ingredients
Decorations
Cake Board and Tools
Packaging
Time baking, cleaning, decorating
Answering phone enquires, responding to emails and so on
Time spent shopping for ingredients, researching decorating techniques,
looking at the internet for cake ideas and designs
Time & fuel delivering the cake!
Time spent away from your family making that masterpiece of a cake

·
·

Ask yourself "Do you know what your skills are worth?" To price a cake you must
have the mindset that no one can bake a cake quite like you or decorate a cake like
you. We all have our individual styles.

Tips On Pricing





Research prices in your local area;
Write down the actual Cost Per Cake;
When quoting on a cake for a customer, check with the attached price
guides and come up with a number. Make sure you are satisfied with this
price before you call back the customer and give the price to the customer,
(don’t feel pressured to give a quote on the spot. Ask to call/email back in
them back in 5-20 minutes.) you are the one going to be spending hours
making this cake, so make sure you are making a profit.
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Be Open & Honest With Your Customers
Tell your customers about what they are paying for. They generally aren’t
aware of everything that goes into a cake and it is our job to inform them!
o For example –
o ’You offer original and customized designs for every customer’’
o ‘’Spend time to find out what each client wants’’
o ‘’you use only fresh and quality ingredients’’
o ‘’you offer free cake samples and delivery’’
o ‘your Cakes are baked fresh from scratch’’
(all these distinguishes you from the ‘Cakes and Creams’ of this world)

So ask yourself and write it down. What is unique and different with your
business?
So how do I calculate and know how much to charge for my cakes?
Here is what I use to calculate my cake prices which I am generously sharing
with you:



Call other Cakes Shops to have an idea what they charge. Try and find
out the prices of both buttercream and fondant cakes of cake shops and
also for other home bakers in your area
for example a local bakery in Lekki charges ₦5,200 for an 8 inch
buttercream cake and ₦7,000 for fondant, while a cupcake sells for ₦400.
Keep that in your reference booklet, while a home baker will charge N7,500
for an 8 inch buttercream cake and ₦8,000 for fondant and ₦700 for a
cupcake.



Calculate your direct cake cost. You do not need to do this for every cake
recipe. Just pick one that falls in between your costing.
For example my costs for buying cake ingredients such as
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flour, butter; eggs, milk, baking powder and sugar cost me around ₦4,150 to
make an 8 inch cake.
If I am making buttercream I will need to calculate the cost of butter and
icing sugar which comes to around ₦1,500
I can then just change the amounts based on the size of the cake.
When I have a client I just refer to my folder, be it vanilla sponge, caramel
or lemon cake; I have my basic pricing and can give a quote instantly.
I also do the pricing for all my sugar art ahead too.
It really helps to do your homework well as it takes away the stress from
pricing and looks professional too.



Calculate the indirect cake cost: This would include the oven, gas,
electricity, your cake tools and even decorations like sprinkles.
Indirect costs also includes all cost that you associate with your business
but are not used directly on each cake.
Even your business cards and advertising costs are part of this.
You can take a rough estimate of how much you think you should charge for
this, or to be more professional make a more detailed analysis.
Some cakers actually go into much detail about calculating the electricity
used, gas per unit and so on. I am not very good in math’s, so I just give a
rough estimate for indirect cost, say ₦2,000.
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Hours – how much do you think you should be paid for your time, effort and
skills? This is where your earlier comparison between the local bakers and
home bakers comes in.
Say for example you decide to charge ₦800 an hour. How long would it take
you to decorate a simple to a more complicated 8 inch cake? If you said 2 to
4 hours then your price would range from ₦1,600 to ₦3,200; right?. Don't
forget cleanup time! We've all seen what our kitchens and work area look
like after a big cake!



Extras – These usually would include things that are unique to every cake,
like fondant decorations, flowers or ribbons.
Sugar models and other sugar art are priced on your skills not on cost. So if
you made a figurine, how much you charge is based on how much time you put
into it and what you think your figures are worth.

Is there a simpler way to calculate cake price?
Luckily yes. Another way to charge is whatever your direct cost is; you just
add a percentage, for example if you choose to make 50% profit on all your
cakes. Add the direct costs and 50%.
For instance for am 8 inch cake:
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Direct Costs – ₦4,150
Extras –₦500
Hours- 2 hours (₦1,600)
Total- ₦6,250 x 50%
=₦9,375
Using both methods, you roughly come up with approx. the same amount.

Note:
Delivery and set up are also to be included in your pricing. If you offer free
delivery you will need to do the costing in your indirect cost. If not, it will be added
to your extras.

For your convenience and because I’m nice like that, I have
actually conducted research on cake pries within the industry and I have attached
(to this email) a quick reference Pricing Guides for you to use, so you don’t have to
spend much time calculating and figuring out sums. I have done the work for you.
Yay!
This will help start up cake business in the meantime until you are more settled in
your business.
I based my prices on the cost of ingredients time spent, skill level and decorations.
Later.
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