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Costing a Garment
 
Assessment 15

1. Give short answers for the following questions:
I. What is pre costing and final costing of a garment?
Pre costing

The pre-cost is an estimate made before the garment is adopted in the line. Designers should keep every cost in the set limit. They also should keep the record of all material on the designer work sheet. After that, they can start estimate the cost roughly. 

Final costing 

This is an exact calculation by the costing department, utilizing final figures for materials and labour. he costing department uses the designer's work sheet, an actual sample, and the production pattern to analyze the garment's materials and construction step by step. It may will effect the designers’ decision on certain garment according the situation and normally make it in a little cheaper way. A detailed cost analysis is made for each garment, including expenses for fabric, trims, cutting; labour, overhead, sales commission, and manufacturer's profit. The final cost is plotted on a cost sheet. 




 
II. What is meant by freight? 
Freight can be refines as A charge paid for carriage or transportation of goods by air, land, or sea. The cost of shipping completed garments from the contractor to the manufacturer must be calculated. Domestically the garments are usually trucked. If the garments are imported, then a percentage of the air- or sea freight cost must be added to the cost of each garment. The sea transportation usually lot way cheaper but it takes longer time. The cost of shipping garments to the retailer is generally paid by the retail store (the receiver). But manufacturers must pay air freight if they are late with their delivery.
III. How is the whole sale pricing determined for a garment? 
The wholesale price is determined by adding the cost of labour, materials, and a mark-up. The mark-up covers sales commission (usually 7 to 10 percent), terms (an 8 percent discount to the retail stores if they pay their bills on time), overhead, and a profit, which is necessary for staying in business. Overhead includes; rent, cost of machinery, maintenance, heat, lights, staff salaries, administration, bookkeeping, advertising, promotion, markdowns of leftover fabrics and garments, and losses due to fire and theft. Most companies add a mark-up of 100 percent or more of the direct cost (that is, they double the cost). This figure represents some 50 percent of the wholesale price. Many companies figure an average mark-up so that their garments fit into a price line. Therefore, the shirt price may be lowered so that it is more acceptable (a practice called low-balling), while the skirt and pant prices are raised (high-balling). In this way the average mark-up is within an acceptable range. 





IV. What is meant by cost merchandising? 
The cost should be match the garment looks. Normally the similar garment will compete with each other, which it will lead to this situation; the cheaper garment will be sell on a retail level. The price of a garment may be adjusted slightly higher or lower to try to affect its sales potential. Occasionally a manufacturer uses a loss leader (a garment with a low mark- up) to attract buyers.

V. Explain the term ‘mark up’. 
Mark up can be define as the difference between the cost of a good or service and its selling price. A markup is added onto the total cost incurred by the producer of a good or service in order to create a profit. The total cost reflects the total amount of both fixed and variable expenses to produce and distribute a product.[2] Markup can be expressed as a fixed amount or as a percentage of the total cost or selling price.[1] Retail markup is commonly calculated as the difference between wholesale price and retail price, as a percentage of wholesale.
The markup is a percentage added to 1 and multiplied by the total (wholesale) cost to determine the retail price. For example, if you have a bracelet that costs $2 at wholesale, and you want to sell it at 27 percent markup, you add that percentage to 1 to produce 1.27. You then multiply $2 by 1.27 to create a retail price of $2.54. Most retailers express their markups based on the retail price, so it sounds less than the technical markup. This method divides the increase in price by the retail price. For example, a retail price of $2.54 minus the total cost of $2 gives $0.54. Dividing $0.54 by $2.54 produces a markup of 21 percent.
VI. What is meant by budget apparel? 
Budget apparel is placed at the lowest in the wholesale price structure chart. Its can be define as apparel that is low-priced, high-volume market. Its sell in a big quantity and consumer can get it in a low price. The buyer of this kind of apparel is obviously a lot since most of people shop based on their income level. However, the quality is match the price offered. People basically buy a cheap garment a lot in a short time. They don’t mind to keep buying it. Even the quality a little bit down but since its cheap, they totally don’t have a problem with it. 

VII. How is the manufacturing cost calculated? 
Costs of manufacturing businesses are divided by cost accountants broadly into material costs, labour costs and overheads. Manufacturing overheads may be separated from other overheads in order that the total cost of manufacturing alone may be known and controlled. In addition a further category, of direct manufacturing expenses, may have to be included: namely such items as pleating and embroidery- services purchased in the same way as materials. Thus it becomes clear that varying language, planning and control forms and categories will give rise to different methods of reporting costs in each company. In other explanation, The calculation of the cost of goods sold for a manufacturing company is: Beginning Finished Goods Inventory + Cost of Goods Manufactured = Finished Goods Available for Sale – Ending Finished Goods Inventory = Cost of Goods Sold. The formula can be rearranged to read: Cost of Goods Manufactured +/- the change in Finished Goods Inventory = Cost of Goods Sold. If the Finished Goods Inventory decreased, then the amount of this decrease is added to the Cost of Goods Manufactured. If the Finished Goods Inventory increased, then the amount of this increase is deducted from the Cost of Goods Manufactured.

2.  Which costs are taken into account when calculating the overheads for manufacturing a garment?

Overhead can be define as costs those are not directly related to production volume. No matter how many garments factory produces or sales revenue factory generate, fixed cost to be met each month. These are fixed expenses or indirect cost required to operate a business. For example rent of the factory building, administration cost etc. Two types of overheads are there – fixed factory overhead and variable factory overheads. 
List of overheads may vary factory to factory based on organization structure. When you calculate overheads for a production factory only then factory has less overhead. On the other hand if you calculate overhead of a full phase company having marketing, design, sales and warehouse departments then you will have lot of other overhead parameter. Common overheads of a garment factory are like rent, local authority rates and insurance; the additional costs of employing people, such as sick pay, holiday pay and social costs; quality costs, comprising prevention, inspection and failure costs; maintenance and repair of buildings and machinery; salaries of managers and supervisors; clerical and storekeeping costs; industrial engineering; production planning and control; personnel, training and welfare expenses; costs of cleaning, security and safety; the cost of services such as power, steam, lighting and heating; and also depreciation, the cost of the use of owned assets.
Other overheads include: marketing, including sales office, representatives' salaries, commission and expenses, advertising including brochures, price lists and swatches; discounts; distribution overheads which include warehousing, packing, invoicing and delivery; and design and product development which comprise designers' salaries, expenses and equipment, the costs of pattern cutting and the costs of running and maintaining a sample room. Total overhead expenses in a clothing manufacturing company usually vary from 25 to 30 per cent of total cost and are sometimes more. In my case, since I own a little fashion business, so the cost not to be count as much as we been told. In other words, it’s depending on the company size and asset. 

3. How the cost for the followings is calculated in the cost sheet? Materials, cuttings, trimmings, construction, freight, labour
Cost sheet can be define as a document that reflects the cost of the items and services required by a particular project or department for the performance of its business purposes. For example, a departmental cost sheet might include the material costs, labor costs and overhead costs incurred over a given time frame by a department and it therefore provides a record of costs that are chargeable to that department.
Materials
The material we talking about here is most about the amount of the fabric needed for each design. After designer and designers team come up with the decision of the new line, the fabric soon decided and to put in the cost sheet, it be count like this; 
The total amout of yardage fabric needed(estimated) X cost per yard = total material cost per garment.

Cuttings 
For a big fashion company, the cutting proses normally be done by their contractor. For not so big fashion company still they will sent it to the outside contractor for cutting process. Normally the contractor name their fee. The cost for cutting done in house is based on the cutter's hourly wage multiplied by the number of hours it takes to cut the style. Cutting cost per dozen is figured by calculating how many dozen garments will be made, and dividing that number into the total cutting cost.

Trimmings
Trimmings can be refers as unit costs are multiplied by the amount of trimmings needed for each garment. The sum of these figures is the total trimmings cost per garment. Saying about trimmings, the big part of the garment cost sometimes decided by the trimming cost because of the certain and particular designs. Which also, the each cost of one piece on the garment will be figure by dividing it with the total cost of trimmings.

Construction
Construction labour includes not only sewing but finishing and hemming as well. Some companies break down labour costs by each operation. Information for such a costing structure is gathered through time-and-motion efficiency studies. The cost for each operation, such as the closing of a shoulder seam, is determined. To figure the total costs for a whole garment, one adds the individual operation costs. Other firms calculate the average time it takes to sew the whole garment and multiply that by the worker's hourly rate. Both methods can be figured per unit or per dozen (by multiplying the unit cost by twelve).

Freight
This is can be refers as the cost of how the garment be delivered. If the garments are imported, then a percentage of the air- or sea freight cost must be added to the cost of each garment. We all very clear that the air shipping is far more expensive than the water shipping. Which means this cost should be put in the garment cost. Even water or sea shipping is way cheaper which means can less the cost of the garment, but it takes longer time to arrive. The cost of shipping garments to the retailer is generally paid by the retail store (the receiver). But manufacturers must pay air freight if they are late with their delivery. 

Labour
Production directors decide which operations can be done better and cheaper in house and which can be contracted out (sent to a specialized factory to be done). It may be that a contractor will make the whole garment. Its all depends on the size of the company. Normally most of the company will aim for the cheaper ways. If its done by the outside contractor, the cost will be decide by the contractor and soon will be add in the garment cost by dividing the total amount by total pieces of garment made. 


Reference 
Information:	Bolc Unit 15 Note, Fashion Lecturers of Hongik University, South Korea, Business seminars by Seung Gi Kim, Fashion business websites.
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