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ADVANCED PRICING FORMULAS 

When it comes to pricing jewelry, we see a ton of designers using (at least) 
one of the following methods… 

Choosing a price that feels right rather than calculating a price based on what 
is best for your business.  

or... 

Creating prices that attempt to compete with big box retailers (often 
drastically undercutting even the cost of production).  

As an independent artist and small business owner, neither of these is a 
sustainable approach. 

Instead, we must learn to use advanced pricing formulas that leverage our 
perceived value and are targeted for your DREAM clients. 

In this guide we’ve included 5 different formulas that should help you get your 
prices to where they need to be. But, before you get started, here are two 
things to keep in mind: 

#1 - Don’t Miss ANYTHING! 

When adding up your costs, you MUST make sure that every single variable is 
accounted for! If you miss even just one of these you are already underpricing 
your jewelry. 

(For more information about each pricing variable, refer to our free guide The 
Simple Pricing Formula Cheat Sheet). 

#2 - DO NOT Undersell Your Retailers! 

This is the most common pricing mistake designer’s make! 

You’ll notice in each of the formulas below, we’ve added both a Wholesale 
Price as well as a Retail Price. We’ve noticed that many designers are selling 
their products at a wholesale price directly to the consumer. 

By doing this you are underselling your work and not understanding how to 
properly price your pieces to cover your expenses, make a profit and to pay 

https://s3-us-west-2.amazonaws.com/fta-resources/pricing-formula-cheatsheet.pdf
https://s3-us-west-2.amazonaws.com/fta-resources/pricing-formula-cheatsheet.pdf
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yourself the salary you deserve. 

Plus, if (or when) it comes time to “price for wholesale,” you’ve essentially shot 
yourself in the foot.  

So… no matter what pricing formula you choose, make sure that you are selling 
your designs on your site at a minimum markup of 2.2 times your wholesale 
price.  

I would recommend pricing at 2.5 times your wholesale, to ensure the retail 
standards for your brand. 

Got it? Are you ready to revamp your pricing strategies? 

Let’s get started!  

EVERY Jewelry Pricing Formula You’ll Ever Need 

Here are the five advanced pricing formulas we have for you today:  

• The “Work Backwards” Method 
• Steady Goes it (Overhead is Included) Formula 
• What to do if your labor costs are VERY high but material costs are low 
• Formula for Fine Jewelry 
• Pricing for Custom Work and One-Of-A-Kind 

Please read carefully through the descriptions of each and determine which 
will be the best fit for your brand. 

 
The Work Backwards Method 

The work backwards method is my favorite method because it considers 
profitability first and foremost.  

This method helps you literally work backwards by looking at your past sales 
and track record to price for the future.  

The root of this method is a super and flexible formula... 
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The Work Backwards Method 
     

Materials Costs + Labor + Packaging = Total COGs  
 
Total COGs * 2 to 4 + Rep commission = Wholesale Price 
 
Wholesale price * 2.5 = Retail Price 

 
In The Work Backwards Method, the percentage of your markup is what 
accounts for your overhead and your salary.... 

But, to get the full benefit of this formula, you need to start with an 
understanding of your break-even point…  

Break-Even Point: the point at which you are neither making a profit nor 
have a loss. You are literally breaking even.  

This figure is important because you need to understand what you need to sell 
each month in order to cover your expenses and to profit. 

Let’s say you have an overhead -- not including your Cost of Goods Sold -- of 
$1000/month. 

Your average piece costs $20 to make. You markup just over twice to charge 
$45 for your wholesale price and $112 for your retail price at a 2.5 % markup. 

If you are selling that piece at retail, you would be making a gross profit of $92 
per sale.  

You would need to sell 11 pieces to hit your break-even point ($92 x $11= 1012) 

If you are selling that piece at wholesale, you would be making a gross profit 
of $25 per sale. 

You would need to sell 40 units to hit your breakeven point ($25 x 40 = 
$1000) 

The flexibility and benefit of this method is that you really get to see and focus 
on covering your costs and staying accountable to hit your sales numbers 
every month.  
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Of course the more you sell the more you earn resulting in more overall profit! 

But keep in mind… 

This is a pretty simple formula. You should use the “Work Backwards” Method 
to come up with some great rule-of-thumb numbers to use in conjunction with 
the more advanced pricing formulas below.  

Want a Quick and Easy Version? 
 
Take costs, add your markup, take a look at the retail price based on what 
the market will bear, the perceived value, and your overhead.  
 
Does the price seem right? Will your customer pay that price for the piece? 
If you think you can get a little more mark-up than price the piece higher. If 
you think it’s too high, then reconsider the design or price it a little lower. 

 

Steady Goes it (Overhead Included) Formula 

This method is useful for designers and makers who sell about the same 
number of units per month (or close to), year round and a have consistent 
range between price points.  

Most jewelry designers, depending on their business model, are busier at 
certain times of the year than others.  

If there is a significant discrepancy in what you sell in February as opposed to 
what you sell in December, then this probably won’t work as effectively.  

Or, if you have a custom business, it doesn’t work well because of the varying 
costs involved in making a piece as well as the small number of units shipped.  

Essentially to use this method you would need to do the following: 

1. Find an average for the number of units sold over a period of time. You can 
take this in 3 month, 6 month, or yearly increments of time.  

2. Take your total overhead cost during that time increment and divide by the 
number of units in your average. 
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3. Plug this small amount into the pricing formula: 

Steady Goes It (Overhead Included) 
     

Costs + Labor * 2-4 + Overhead Cost + rep commission = Wholesale price 

 
(Big thanks to Mariel Diaz of Accounting for Jewelers for this insight and 
explanation)  

FYI: As your business grows, you need to adjust the overhead included in each 
piece. 

 
High Labor Costs, but Low Material Costs 

So let’s say you’ve considered both formulas above, but you have really high 
labor costs (and fairly low material costs). This will make your prices are come 
out really high above market norms.  

Well here is the formula for that situation:  

High Labor, Low Materials 
     

Cost of Materials & Packaging * 4 + Labor + Rep Commission (+ Overhead) 
= Wholesale price. 

 

Formula for Fine Jewelry 

For those of you who design fine jewelry...ah the struggle!  

Fine jewelry is priced quite differently because of the pricing of expensive 
materials. Plus, the process of fine bench work is a labor intensive and can be 
pricey.  

This means you will need to work with lower the margins in your formula. I’d 
recommend this method for fine jewelry: 

http://accountingforjewelers.com/


 

 
This document is owned and distributed by Flourish & Thrive Academy. It may not be sold or 
otherwise distributed without expressed written consent. | © 2016 | Flourish & Thrive Academy 

Fine Jewelry 
     

Costs * 2 + Labor + Overhead Cost + Rep commission = Wholesale 

 
Then on top of this, if you have fine gemstones like large diamonds or 
sapphires in the piece that aren’t melee,  you need to price the stones 
separately with even narrower margins. 

Gemstone Guide 
 

Diamonds of a certain size, typically over about ½ carat, have a standard 
price set by the Rapaport Guide. The markups and margins on diamonds 
are often from 10 - 30%. 
 
For colored stones, your markup could be from 50% to doubling or tripling.  
 
You should add in the gemstone cost separately from the cost multiplier in 
your wholesale formula as well as separately from the wholesale multiplier 
in the retail formula. 
 
Wholesale = Costs * 2 + Labor + Overhead Cost + Rep commission + 
Gemstones with Markup 
 
Retail = (Costs * 2 + Labor + Overhead Cost + Rep commission) * 2.5 + 
Gemstones with Markup 

 

Pricing for Custom Work and OOAK 

Pricing for custom is a unique formula in-and-of itself and is often even 
negotiable.  

For example, If you are selling custom work to retail partners, you’ll likely want 
to negotiate the percentage split for this on a case by case scenario.  

Also, your retail buyers might want you to sell to them wholesale but it might 
not make sense in all cases.  

Make sure you keep the conversation open, but remember, custom work and 
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OOAK should always command a premium price point.  

In order to price appropriately for a custom project, there are several factors 
and variables to consider. 

• The pricing of the model 
• The perceived value 
• Your time 
• Costs of materials 
• Labor 
• Packaging  
• Anything else involved in making the piece 

If you are a custom designer or a one-of-a-kind designer, this is a formula you 
should follow. 

Custom Work and OOAK 
     

Model fee + Cost of materials + Labor = Base Cost * 3 to 4 (+ Gemstones 
with Markup) = Selling Price  

 
Your time will probably be included in the markup or you can just mark the 
entire piece up a bit more to account for the amount of time you’ve spent. 

If you are doing custom for wholesale you’ll need to scale it down for 
wholesale pricing. 

 
Now Go Get those Prices Right! 

We hope these pricing formulas help! Remember, there is no RIGHT way to 
price your jewelry because every business model is a little different.  

You must understand your numbers and how all of this ties together into your 
big picture, your break-even point, your sales and your profitability. 

Good luck and keep us posted on how it goes! 
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