The work for hire business model

1. What is work for hire?

In a certain sense all work is work for hire: you do some work and someone pays you to do it. But in the business model sense, work for hire means working on a project that is defined by a client's need for a solution to a specific problem. 


This problem can take many forms, but it is typically a problem of content creation. Examples of this could be:

· An online gaming website – Adultswim, for example – needs games to put on their platform

· A larger developer needs help completing part of a bigger game

· A larger developer is looking to expand to a new or untested platform and needs ports of existing games to test the waters

It could also be a problem of game design being used a a solution for a non-game related problem. Examples of this include:

· A company or institution needs a game to raise awareness of their product or cause

· A teacher needs a specific game to use in a specific teaching situation to facilitate understanding of a part of the curriculum

· A theatre needs a game to fit in with a performance

Finally, you could not be selling a working digital product at all, but instead be selling your expertise. For example:

· A company needs a different approach to teambuilding, and you provide the tools for the employees to design games together

· A teacher teaches a course on video games and you give a talk on a specific aspect from an insider's perspective

· A company has produced a game internally and hires you in to comment on the game mechanics

The key points of all of these scenarios is that total creative control is not in the hands of you as the developer, but is framed in the expectations and demands of the client. Likewise, you typically retain none or very little of the intellectual property rights to the work you have done. You are hired to deliver a certain product and once this product is delivered and paid for, it belongs to the client. There is in this model no real difference between a video game and a table or t-shirt or any other analog product. Once you sell it, it ceases to be yours, which means that one question you have to address with any client is how you let the product go – including the amount of support you should provide in transition.


This lack of ownership brings us to the first fundamental challenge of working within this model.

2. Make your purpose clear

Before considering anything else about this business model, you have to decide why you are using it. Basically, you can have two purposes in mind for selecting to use this business model instead of any of the other available. Either you are driven by a desire to solve problems for people and you feel that games is a medium that does this well, or you are using work for hire projects to generate profits needed to finance other projects for your company. 


Both of these purposes can work and work well. The first of these positions your company as a consultancy that typically delivers solutions to other businesses. For example, the Danish company Serious Games Interactive and the American company Persuasive Games work largely as consultancies and game solution providers for companies in a wide variety of fields, from education over the health industries to NGOs and political organisations. This is not to say that these companies would never make a game of their own volition, but their main business model is to make money making games that solve the problems defined by other clients.


If this is your purpose, then you are relatively safe on a strategic level, since this type of business – the consultancy business – is well-documented, through a plethora of web-sites and many books such as Bruce Katcher's An Insider's Guide to Building a Succesful Consulting Practise. In this business model description some core concepts and practises for staring up a sonsulting company are discussed below.


The other purpose for the work for hire business model is as a financing model for other projects. The advice collected below applies directly to this purpose as well, but there is another dimension to using the business model for this purpose, namely that you want to position your company in such a way that you have ressources freed for your own projects either simultaneously with delivering solutions to clients or in periods of down-time between out-of-house projects. This calls for careful strategic planning as well as active project management.


It is difficult to give general advice for this, because every company using this model for this purpose will be different. But the most important thing is keeping up morale among employees in the sense that a company that has different products driven by different motivators – crudely put: passion or profit – will probably be staffed mainly by employees interested in the projects driven by passion. It would be prudent to ensure rotation of employees among different kinds of projects to keep the enthusiasm going. 


One practical way of doing this is the Amnesia Fortnight model used by the American company Double Fine. Two weeks out of each year all employees leave their current projects to form small groups making prototypes of innovative games. In these groups, roles are often different than in the normal projects, ensuring a way for employees to demonstrate aptitude for and experiment with different aspects of game creation. This has the added effect of generating new ideas probably usable in both passion and profit projects.


One other challenge needs to be adressed if the work for hire business model is used to finance other projects, namely that you have to manage carefully the amount of work for hire projects you acquire. To be sure, you need a steady flow of projects, but you can actually be too succesful, leaving no room for the projects you actually wanted to finance in the first place. This is usually not a concern in the start up phase, where acquiring clients and projects is hard work, but it is a strategic concern that needs to be planned for.


With that, let's take a look at some ways to approach cracking the nut of starting up a company based on the work for hire business model. 

3. How do you identify a client?

Before you can do work for hire, you need to identify who might benefit from hiring you to work. Here it helps to keep in mind that you do not need to aim for the top in any given field right off the bat. Go for low- to mid-level players in an industry and build up to high level clients on the experience you gain from them. 


But which industries could benefit from solutions from a game company? Per Rosendahl and Henrik Zein have attempted to map the potential clients for the game industry in Denmark, and there is very little reason to think that these findings should differ wildly in other Scandinavian countries.


In general what you are looking for is someone with a problem, and this problem is usually connected to some kind of interaction. 


First off, the public sector seems to be the most obvious fit for game developers. The sector is large and there is in general political will to use new technology in many areas. Furthermore, the turnover time of projects in the public sector is generally longer than in the private sector, which leaves more time for the typically lengthy developement times in the games sector. 


Basically, you can divide the potential areas of the sector up as follows: Health-care, education and information/child-rearing.


In the area of health-care, public subsidies at the EU level will be on the rise over the next 15 years, and there is a number of success-stories both from the US and in the Scandinavian countries, including the American app Septris, the work done at the Social and Health Care College in Aarhus and a handful of other Scandinavian companies, including Danish Apex. The typical game solutions in this sector are either training games to be used at hospitals for the staff, or games that can improve efficiency – and/or cost efficiency – of treatments through interactive experiences delivered to patients.


The field of education is a murky one, since it has been a target of games for decades. Nevertheless, the constant demand for innovation and differentiation in pedagogy and learning methods and materials ensures that games are still in high vogue. Work for hire in this area of the public sector can take the form of producing working video games, but can also take the form of producing a variety of gamification solutions or in consulting on the use of existing video games in education. Newly developed video games and gamification solutions usually share one purpose: motivating and easing the teaching of certain, non-game related skills or areas of knowledge. Typically a new video game is developed in conjunction with the client, usually the teachers involved in using the video game, along the lines of classical software development pratices. For inspiration on gamification, see Lee Sheldon's The Multiplayer Classroom. Consulting on the uses of existing video games can take two forms. Either you facilitate using a game to teach a subject – such as the Finnish/American company Teacher Gaming – or you act as an expert in the analysis of games as subjects in and of themselves.


Finally, the public sector is rounded out by the information/child-rearing area. This covers a variety of different possible solutions that are not incorporated in formal educational institutions or the health-care sector. Libraries, museums, minesterial departments, municipal administrations – all places where the state interacts with citizens. These interactions can be facilitated and improved by games based solutions, and the possibilities are very large, but hard to generalise further about. Think of any interaction you have had with one of these institutions and imagine them as a game instead.


Other than the public sector, the report by Rosendahl and Zein considers the advertising business, which has used games for many years. However, they consider the advertising business a risky partner for a game development company, since there is an exceptionally high turnover that is hard to combine with the time needed with succesful game development. The rise of middleware such as Game Maker and low entry point engines such as Unity may counteract this, but for the moment Rosendahl and Zein recommends instead targeting internal marketing departments in larger companies. These internal departments typically move a lot faster than the public sector, but at a more game developement friendly pace than advertising agencies, with turnovers more often in six months rather than six weeks.


An advertising game has one primary purpose: to add to the value proposition of the company in question. That is to say, to be a further argument for buying the product that aligns with the branded and real service of the company in question. To identify a company in need of an advertising game, you therefore have to identify both possible interactions with customers and to what degree a game based solution will be seen by the customers as a natural addition to the value they already assign to the product and the company.


Similarly, the Human Resource departments in larger companies can be targeted with games and apps that fulfill the same basic purposes as the corresponding products in public education – facilitating the transfer of knowledge and skills. Furthermore, game based solutions can enhance and add value to personnel interactions and work as an instrument in teambuilding.


Rosendahl and Zein surveys other sectors, but these are the two prime targets, since their business practises leave room for game development and since there is in general a sizeable amount of capital in these areas of the public and the private sector.


In general there is more money in the private sector, while it is easier to get funding in the public sector. Which leads us to the next natural question for your business plan.

4. How do you approach a client?

The basic way to approach a client is through networking. You need to scope out where the people you are thinking about are meeting and go there, often physically. Conferences and conventions are a great opportunity for this, since almost everyone are there to be talked to and to make networking connections. You rarely give a sales pitch to people you meet at a conference. Be interested, friendly and sociable. Do have a beer. Do not stalk.


If you are not up for physical face to face initial contacts, the way to build the business is to research the company you wish to contact extensively, find the right person to send a e-mail to, and follow up with a phone call two-three days after. It is very important that you demonstrate knowledge of the company and interest in the specifics of this company rather than giving the impression that you are contacting this company as a part of a larger series of sales pitches. Contacting in this way inevitably becomes more formal than conferences and conventions, which means you need to appear more professional. Do have an easily digestible and understandable high concept for your solution in the intial e-mail. Do not spell things wrong or make jokes. Humour is not worth the risk of being misunderstood in text.


Having made the initial contact, you should follow up within a week with a still informal, but more detailed proposal for making a pitch of your idea. This pitch can be a meeting or an actual, presentation oriented pitch depending a lot on the organisational culture of your prospective client. In general, the public sector is oriented towards meetings, while the private sector is oriented towards building to a pitch. Having made the connection and secured the meeting, you need to construct a more detailed argument to make the sale.


There are three different kinds of arguments that can be made for why people with a problem should have you solve it. Firstly, you can argue that you can do what they are already do, only cheaper. Secondly, you can argue that you can do what they do, only better. And thirdly, you can argue that you can do something, they should be doing.


Constructing the first kind of argument requires access to data about the expenditure of interactions between your prospective client and their customers. Typically the place to cut expenditure is in salaries, which cover the bulk of operating costs in most fields where interaction is required. This means your game should be designed to a certain degree with automation of interaction in mind. Getting the data to make the argument can be tricky, so attempt to collect general data and shape your initial pitch to prospective clients after that, making sure your estimate of expenditure is well under the average.


Constructing the second kind of argument requires intimate qualitative knowledge of practises inherent in either your prospective client's company or in very similar companies. This is usually built up through personal experience and is a lot easier if you stay inside an industry you have worked in before. Here your pitch hinges on you demonstrating clear knowledge of existing practices and the ability to take a step back and analyse these practises.


Both of these arguments require knowledge that is hard to acquire right off the bat. This means that a lot of work will have to be made by you either after the informal first contact or before the more formal contact. It is a good idea to pick one or two industries to specialise in, so that you can build up knowledge that is usable from client to client.


The third argument is the easiest to prep for, but the hardest to sell. You need to know enough about the practises of your prospective client to actually propose something new, but the burden of proof is more heavily slanted towards your solution being a good thing to do in and of itself rather than improving on existing practices. This makes it a hard sell, since you are basically telling the company that you have an expansion idea that they have failed to come up with – which is a very different thing from being an external consultant able to streamline and improve practices mainly as a function of being outside the daily rut. The way to slant this is to not make it appear that you think you know more about your customer's industry than them, but that you can see opportunities due to your experience and knowledge from the game industry.

5. How do you price your work?

Let's assume that you have constructed a perfect argument for why someone should hire you. They are convinced. You even convinced yourself. But then the question comes: ”So how much do we pay your for this?” You have spent so much time preparing for making the argument that you never thought about what was gonna happen if it worked. The perfectly crafted image of professionalism you created goes down the drain as you stammer: ”I dunno.”


There are several principles to be aware of when pricing your work and several methods to come up with a number.


First off, you have to balance the impression you're making and the amount of experience you have had. Charging high can exude an air of professionalism, but it raises expectations of what you can deliver and how quickly you can deliver it.


Secondly you have to look at the competition. The games business is to a large degree a business with very few fixed costs, which means that prices of services are very much a function of competition in the market. So to figure out your price, your competitor's prices are a starting point.


And thirdly, you may think that you can sacrifice getting the big bucks in the beginning and rough it as you start out, then build to a respectable salary later. This almost never works, since it is very hard to go to people, you have worked with before and say ”We'll do the same thing as before, but now it's two times the expense.” This can really negate your greatest strength moving forward – the building of a network.


So how do you come up with a number? Either you charge by the hour or by the project. Going by the project, basically the same formula as when you sell a product you have made to a customer base applies:

Materials + Labor + Expenses + Profit = Wholesale x 2 = Retail 

Obviously, there is no difference in wholesale and retail in this business model, so the formula actually looks like this:

Materials + Labor + Expenses + Profit = Offer 

You need to make every last one of these elements clear in your own company, although you may or may not need to make it clear to your client. Typically, clients in the private sector are interested only in the final offer and getting the product, while clients in the public sector are bound by laws and regulations to check more of your budget.


Charging by the hour may make your offer more transparent and will make it clear that you are selling your work, not using the money of other people to build your business. In general you should be wary of trying to charge clients for the purchase of licenses and assets. This looks quite a lot like you are taking money that should really be taken out of your profits and hiding them in other posts on the budget.


When doing your pricing, do not underestimate the knowledge contained in trade unions. These are a valuable resource for finding out average salaries, but should not be taken as a final word on the salary numbers. Use this knowledge as a guideline for analysing the market and scoping out the competition.

6. The work for hire model in 9 easy steps

1. Know why you want to do work for hire

2. Identify one or two industry fields and research the market

3. Identify good starting clients as well as long term goals in each industry

4. Make initial contact – preferably informally at conventions or conferences, else with well researched, personally tailed e-mail and phone call combinations

5. Choose one of the three core arguments to pitch

6. Research and practise the pitch

7. Determine the monetary strategy and size of your offer

8. Deliver the pitch

9. Agree on size and nature of work including an exit strategy for your company

10. Do the work

11. Abandon the work through the agreed upon exit strategy
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