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Abstract

Gold jewelry is ubiquitous in India and is a common form of adornment and savings
in the country. Gold jewelry is typically priced based on the quantity of gold in the product
with additional “making charges” as a percentage of the quantity of gold. This pricing
method is combined with discounts on making charges. This approach to pricing results in
relatively low focus on design and aesthetics during purchase. In this research, we question
current practices related to making charges and propose a novel strategy to sell gold jewelry
by changing consumer perception of making charges. We suggest that, for consumers who
intend to use gold for adornment, making charges could be presented as a “crafting premium”
which forms an indicator of the value addition carried out on the gold. For customers who
buy gold as a financial asset, low making charges will continue to be attractive, but this
segment of customers is declining gradually as avenues for investment in gold bars and paper

assets linked to gold become more popular.
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Gold jewelry is ubiquitous in India and is a common form of adornment and savings
in the country. The demand for gold jewelry in India stood at 611 tonnes in 2021, which
amounted to Rs. 2.6 lakh crore (Asokan 2022). The gems and jewelry industry, including
exports, contributes about 7% of India’s GDP (IBEF 2022). Given the importance of the gold
jewelry industry and the prevalent extent of competition, marketing and advertising becomes
critical to draw customers and to build a brand image. Leading branded jewelers spend
several crores on advertising, with leading players spending Rs. 100-200 crore (Goldhub

2022).

However, despite the differences among companies in terms of scale and strategy,
gold jewelry retailers follow two main approaches while selling to customers, depending on
the nature of the product: heavy and higher karat gold are sold primarily based on the
quantity of gold contained in the product, expressed in grams. To the price of gold, an
additional quantity known as “making charges”, usually ranging between 6% and 25% of the
price of gold in the product, is imposed (Motiani 2020). The purchase does take into
consideration the design, but the stronger emphasis is on the amount of gold that changes
hands. Unlike this, relatively lighter and lower karat jewelry, often fashion pieces, are sold at
a fixed price decided by the retailer. In this case, the focus in only on design and aesthetics

but not on the sheer quantity of gold involved.

An important observation in the retailing of gold jewelry, thus, is the role of the
making charges which works as a premium on top of the price of gold. Across jewelers, there
is a popular practice of providing discounts on the making charges as the amount of making
charges is highly variable and is opaque to the consumer (Appendix A). In this way, variation
in making charges is used for competitive differentiation and as a way of encouraging sales
(Kaur 2020). The discounting of making charges has been a longstanding method and

seemingly works, although systematic evidence for the same does not exist.



In this research, we question current practices related to making charges — jewelers
competing on making charges and drawing customers through discounts on making charges —
and propose a novel strategy to sell gold jewelry by changing consumer perception of making
charges. We suggest that, for consumers who are more interested in the aesthetics of gold
jewelry and intend to use it for adornment, it would be possible to present making charges as
a “crafting premium” which forms an indicator of the value addition carried out on the gold.
This would make reasonably high making charges acceptable, without necessitating jeweler
discounts on making charges. For customer who buy gold as a financial asset, low making
charges will continue to be attractive, but purchase of physical gold for investment is likely to
decline gradually as avenues for investment in paper assets linked to gold become more

popular (Dhawan 2022).

To this end, we first examine jeweler and consumer perceptions associated with
making charges, both in terms of its necessity and in terms of possible changes to perception,
through a series of interviews with both sets of stakeholders, while also studying the
willingness to adopt such an approach. We then test the feasibility of adopting such an
innovation through a set of experiments to determine the effectiveness and acceptability of

the proposed approach to jewelry pricing.

Presenting making charges to the consumer as a “crafting premium” could reduce the
prevailing customer tendency to focus on prices while buying a hedonic product based on
design and aesthetics. This approach could be a step forward for the gold jewelry industry in
moving towards a category that can command a premium. Additionally, the crafting premium
elevates the role of the craftspeople who have traditionally worked in low quality settings and
form the backbone of the gold jewelry industry, despite the advent of machines (Varkkey,
Jha, and Ansari 2022). Overall, if determined to be feasible and, hence, adopted by gold

jewelers, the proposed approach has the potential to become a gamechanger for the industry



by enabling greater creation and capture of value that other industries such as diamonds and

luxury products have achieved, while raising the quality of life for karigars and craftspeople.

This research will contribute to literature on marketing strategy, particularly with
respect to pricing, as well as the impact of price cues on consumer choices. Price can act as a
signal for product quality and crafted products tend to command a price premium in several
product categories. However, price can be perceived as indicating a value addition or an
unfair added cost, with the latter being subject to discounting. We suggest that the gold
jewelry industry in India can benefit through viewing making charges as value addition rather

than merely a burden to be borne by the jeweler and/or consumer.

Theoretical background

Much research in pricing has shown a consistent price-quality relationship such that
the higher the price, the greater is the quality of the product (Kardes et al. 2004). This would
imply that price discounting could have a negative impact on perceived quality. At the same
time, price discounts and price promotions play an important role in reducing the pain of
paying (Prelec and Loewenstein 1998) and draw customers. Discounting is even more
important in a highly competitive market where different market players follow the same

strategy and have similar strengths.

However, in a scenario where discounting has become standard industry practice, as
in the case of making charges in gold jewelry in India, it could become difficult for a
particular company to avoid or reduce discounts. In order to tackle this issue, we consider a
case where the perception of the price itself is changed, so that while the pain of payment
continues to exist, the price is paid for a value addition rather than an unavoidable difficulty.
When the feature for which the price is paid becomes hedonic rather than utilitarian,

consumers revert to the price-quality relationship and are more willing to pay the full price



(Choi, Madhavaram, and Park 2020). This leaves scope for brand-based competition that
does not depend solely on price or customer habit, and provide scope for differentiators such

as cause marketing (Andrews et al. 2014).

Gold jewelry marketing in India

India is estimated to have about 500,000 jewelers, with about 86,000 jewelers
registered for taxation purposes (Goldhub 2022). In recent times, the gold jewelry industry
has witnessed a move from a highly fragmented and unorganized market towards
consolidation: branded chain stores now constitute about 40% of the retail outlets in the

country (Livemint 2022).

The gold jewelry industry is highly product-focused and pricing is an important aspect
of gold sales and purchase; the role of design and aesthetics is relatively low. The major
dimension of competition among gold jewelers is price, of which making charges provides
the only scope for variation as the remaining components are the price of gold per se and the
taxes. As a result, gold jewelers tend to offer discounts on making charges as a means to draw
customers. Despite the well-known notion that discounts can erode the brand image, the
practice is continues since almost all jewelers engage in this practice. Appendix A shows
examples of leading offline and online branded jewelers highlighting discounts on making
charges. Together with discounting, making charges are usually opaque to the consumer and

provide space for avoidable bargaining.

Besides the above, anecdotal observation of the gold jewelry market suggests two
types of gold purchases for different purposes. Heavy and higher karat gold is bought and
sold mainly based on the quantity of gold contained in the product, and is often considered an
investment in addition to adornment. For such jewelry, making charges are levied on the

price of gold, and this often ranges between 6% and 25% of the price of gold involved



(Motiani 2020). A different purpose of gold jewelry is adornment per se, and such jewelry
usually refers to relatively lighter and lower karat jewelry, bought mainly on aesthetics and

design, where making charges are not very relevant.

Another important aspect of the gold jewelry value chain is the role of craftspeople
who generally work in poor quality settings and are critical to the working of the gold jewelry
industry, even as the presence of machines in the manufacturing of gold jewelry steadily
increase (Varkkey et al. 2022). Based on the above observations, we propose to test the

following hypotheses:

H1: The two major reasons for gold jewelry purchase are adornment (focused on aesthetics)

and investment (focused on the quantity) of gold.

H2: The two major categories of jewelry sold are low weight low karat jewelry for
adornment but not for savings, and low/medium/high weight high karat jewelry for

investment and often adornment.

H3a: The two purposes of gold jewelry purchase are distinct but tend to be intermingled with

respect to products.

H3b: In the specific case of bridal jewelry, both adornment and investment needs become

important.

H4: Younger customers in urban areas tend to purchase low weight low karat gold jewelry
for adornment whereas older customers across regions tend to purchase low/medium/high

weight high karat gold jewelry for adornment and savings.

Consumer and jeweler perspectives



In addition to observations on gold jewelry products, we posit the following
hypotheses with respect to making charges for gold jewelry based on preliminary

observations from the market, anecdotal jeweler conversations and secondary research.

H5: Consumers value the discount on making charges such that the discount makes them

shift the purchase occasion without shifting their jeweler of choice.

H6: Jewelers consider the discount on making charges as inevitable in the face of increasing

competition.

H7: Consumers are willing to pay full making charges if they (are induced to) care about the

quality of life of the craftspeople.

H8: Jewelers are willing to include full making charges on the price if doing so will not

negatively impact sales.

Methodology

In this research, we adopt a multi-method approach: the first study consists of a set of
interviews with jewelers and consumers to understand their perspectives on making charges
and the scope for varying the same. We expect to observe an overlapping classification of
gold jewelry in terms of weight and karat based on adornment needs and investment needs,
with the exception being bridal jewelry. The second study consists of a set of experiments to

test the proposed approach for price setting by varying making charges.

Study 1: Interviews with jewelers and consumers

This study is relatively exploratory and will help refine ideas for further testing in
study 2. A set of 10-15 interviews will be conducted with jewelers in order to understand

various aspects related to marketing of gold jewelry and the role of making charges.



Participants will be contacted through jewelers, industry bodies, conferences, and the

researcher’s own network. The interviews will address the following topics:

1.

2.

Value chain of the jewelry industry and the role of artisans and craftspeople

Role of making charges in marketing: discount on making charges, customer perception
of this discount, competitive parity on making charges and discount

Role of the jewelry association in guiding gold jewelry pricing

Customer behavior with respect to gold jewelry, gold jewelry prices including
components of price, bargaining behavior, type of jewelry, online versus offline channel
differences, and so on.

Views of jewellers and jewellery industry bodies on proposed approach to pricing of gold

jewelry

A set of 15-20 interviews will be conducted with customers in order to understand

their perspectives related to purchase of gold jewelry and perception of the novel approach.

The interviews with customers will address the following topics:

Price perception of gold in terms of its components: price and quantity of gold, making
charges and wastage, taxes

Impact of various retail and product elements on gold price perception: jeweler brand,
salesperson interaction, product being purchased, purpose of purchase

For customers intending to buy gold as investment or savings: issues related to buyback
of jewelry, losses incurred, etc.

For customers intending to buy gold for adornment: issues related to usage, importance of
price, making charges, design and aesthetics, and other elements, in gold jewelry
purchase

Extent of awareness and concern for gold jewelry workers, especially karigars



6. Other customer behavior such as accumulative purchase of gold, lack of willingness to

sell or exchange the jewelry, role of gold among other assets, and so on.

Study 2: Experiments to test the proposed approach

While the findings from study 1 will provide important inputs into the proposed
approach and design of experiments in study 2, we present here an overview of the
experiments that we expect to conduct with customers in order to test the effectiveness and

feasibility of the suggested approach.

1. Widely prevalent classification of gold jewelry
2. Extant perception of making charges

3. Acceptability of making charges as value addition rather than an added cost

Conclusion

Pricing innovation has been undertaken by various companies across industries for
various reasons such as providing greater transparency to the customer, reducing customer
hassle, or communicating better value. The proposed pricing approach for gold jewelry
differentiates between various types of gold jewelry products and helps realize the full value
of the gold jewelry. Moreover, it tends to encourage the customer towards buying gold for
adornment and not for investment. This trend in the buying behavior of customers is one that
the Indian government has also attempted to encourage by offering gold monetization and
gold bonds as avenues for investment so that jewelry becomes an avenue for adornment.
While there might arise concerns on reduction in demand when discounts on making charges
are limited, the proposed initiative will enable jewelers to convey better the value they offer

so that customers become willing to pay the crafting premium.
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Appendix A: Jeweler communication emphasizing discount on making charges

a) Store sales of Tanishg: print advertisement highlighting upto 25% discount on making

charges

'(ANISHQ

 *THE BEST * %

COMBO
OFFER

* EVER %

UPTO 25% OFF"

ON MAKING CHARGES OF
GOLD JEWELLERY &
DIAMOND JEWELLERY VALUE

+
*x
100%
EXCHANGE VALUE
ON OLD GOLD JEWELLERY

11akn
st the store [o-mo

MUMBAI -NOW OPEN AT: UG-47, GROUND FLOOR, PHOENIX MARKET CITY, KURLA (W) | NEAR SATYAM M.G ROAD. NEW LINK RD, TURNER RD, BANDRA
(W); LINKING RD, KHAR (W); LT RD, BORIVALI (W); OPP. AMBASSADOR HOTEL, CHURCHGATE; BHABOLA NAKA, VASAI (W); MAHALAXMI HERITAGE, CENTRAL AVENUE ROAD, CHEMBUR (E); HIGH STREET
PHOENIX, LOWER PAREL; INORBIT MALL, MALAD (W); LBS MARG, OPP VEENA NAGAR, MALL, RCITY MALL, LAL CHOWKI,

KALYAN (W; VIVIANA MALL & NAUPADA, THANE (W); AAI BUNGALOW BUILDING, KELKAR ROAD, DOMBIVLI (E); NAVI MUMBAI - SECTOR 17 & INORBIT MALL,

MALL L BUS DEPOT, PANVEL; OPP ASHADHAM SCHOOL, KOPARLI ROAD, VAPI.

Source: advertgallery.com

b) Online jewelry sales of Melorra: webpage highlighting upto 50% discount on making

charges

wtionas (B o s ©® 0 @8 O @ P pP 3

Offers  FindaStore  Blog ContactUs le  Wishlist Cart India

Upto

0%

on Making Charges
of Gold Jewellery

https//www.melorracom

New arrivals Rings Earrings Pendants Chains Solitaires All Jewellery Gold coins Second Ear-Piercing Fast Delivery

Source: https://www.melorra.com/
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