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At a recent SCORE seminar on “How to Start and Manage Your New Business” most of the attendees wanted to start service or consulting oriented companies based upon their personal skills or industry knowledge.  This is not unusual.  The difficulty for these and many one-person companies is that their earnings are restricted to an hourly billing rate.  The challenge is to find ways to leverage their time so they can generate more income per hour of work.  One method is value-based pricing. 
Consider the doctor and the lawyer. General practitioner doctors and lawyers charge $100 to $300 an hour, but the surgeon can charge thousands of dollars per hour of surgery, and the litigation attorney, who takes a percentage of awarded damages, often earns millions of dollars with one case. Specialist lawyers and doctors have learned to price their services based upon value received, not an hourly rate and so can you. 
Value-based pricing is an option available to all service workers. At the most basic level, value-based pricing begins by charging by the project rather than the hours it takes to complete the project.  In the beginning, when your procedures and methodologies are still being refined, you might even make less money, but as you become more skilled, you should be able to earn more money for the same number of hours worked.  The irony of this is that most customers prefer a fixed price, even if they might be paying more. Another method, and this is the method used by litigation attorneys, is the assumption of risk.  The client pays nothing unless there is an acceptable outcome, and, only if there is a win does the attorney take a handsome chunk of the proceeds. Examples of value-based pricing are listed below:
· Loan brokers charge a percentage of the loan and earn more money by positioning their business around larger loans.
· Real estate agents charge a percentage of the property value sold and earn more money by positioning their business around more expensive homes. 
· Efficiency experts charge a percentage of cost savings, increase in revenue, or increase in profit resulting from their effort.
· Interior decorators and architects charge a percentage of the project budget. 
· Computer programmers retain ownership of software and license the use of the software.
· Photographers retain ownership of the negatives and charge for all prints ordered.

· Frame carpenters charge based upon a percentage of the selling price of the home. 

· Artists charge based upon their skill and reputation. 

The key point is to look at how you charge for your services to determine if there isn’t a way to price your services based upon the benefits received and move away from the limitation of an hourly billing rate.  Your earnings could soar. 
