How Can An Accountant Help My Jewellery Business?

By Lewis Harding

As a jewellery dealer, your passion lies in finding, curating, and selling exquisite pieces that tell
stories and capture the imagination, right?

That or you just like the business of dealing with jewellery because it is a profitable business.

Either way, behind the sparkle of every gemstone and the lustre of every gold chain lies a
complex web of financial responsibilities.

That's right. Imagine trying to manage your inventory without knowing the true value of each piece
or navigating the complexities of VAT on second-hand goods without expert guidance.

These challenges can lead to costly mistakes, missed opportunities, and even legal troubles. But
there's a way to avoid these pitfalls and ensure your business thrives.

With professional accounting support, you can confidently navigate the financial landscape of the
jewellery industry, optimise your profits, and focus on what you do best—finding and selling
beautiful jewellery.

In this blog post, we'll explore why professional accounting is crucial for your business, compare
the pros and cons of DIY accounting versus hiring an expert, and help you make informed
decisions about managing your business's finances.
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Why Professional Accounting Matters for Used Jewellery Dealers

Every piece of jewellery you sell carries not just aesthetic value but also financial significance.

The unique nature of each item—ranging from vintage rings to heirloom necklaces—means that
your financial records are often more complex than those of other retail businesses.



This is where professional accounting becomes indispensable.
Expertise in Inventory Valuation
One of the biggest challenges in the used jewellery business is accurately valuing your inventory.

Unlike new jewellery, where pricing is straightforward, used pieces can vary greatly in value based
on factors like age, condition, rarity, and market demand. A professional accountant can help you
develop a robust system for valuing your inventory, ensuring that each item is accurately reflected
in your financial records.

Example: Consider a vintage diamond ring that you acquired at an auction. Its market value may
fluctuate depending on current trends in jewellery fashion and demand for vintage pieces. An
accountant with experience in the jewellery industry can guide you in determining the most
appropriate valuation method—whether it's based on purchase price, market value, or a
combination of both.

VAT Compliance for Second-Hand Goods

VAT compliance is another area where professional accounting is crucial, especially when dealing
with the VAT Margin Scheme, which is commonly used in the sale of second-hand goods. This
scheme allows you to pay VAT only on the profit margin of your sales, rather than the full sale
price—a significant benefit, but one that requires precise calculations and meticulous
record-keeping.

VAT Expertise: A professional accountant will ensure that your VAT calculations are accurate,
helping you avoid costly mistakes and ensuring that you comply with HMRC regulations. They'll
also guide you in maintaining the necessary documentation to support your VAT returns, reducing
the risk of audits and penalties.

Preventing Costly Mistakes

Inaccuracies in your financial records can lead to serious consequences, including fines, penalties,
and lost revenue. Professional accountants help you avoid these pitfalls by implementing best
practices in bookkeeping, financial reporting, and tax planning.

Example: If youre manually entering data into your accounting software, it's easy to make
mistakes—such as recording a sale twice or forgetting to account for a refund. An accountant will
help you set up systems that minimise these errors, ensuring that your records are accurate and
up-to-date.

By working with a professional accountant, you can ensure that your financial records are not just
accurate but also optimised for business growth, giving you peace of mind and the freedom to
focus on your passion for jewellery.

DIY vs. Hiring an Accountant: What's Best for Your Jewellery Business?
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When it comes to managing the finances of your used jewellery business, you may wonder
whether it's better to handle the accounting yourself or hire a professional.

Both approaches have their merits, but the right choice depends on the size of your business, the
complexity of your transactions, and your long-term goals.

Pros and Cons of DIY Accounting

DIY accounting can be an attractive option for small jewellery businesses, particularly those just
starting out. By managing your own books, you gain a deep understanding of your business's
finances and save on the costs associated with hiring an accountant.

e Cost Savings: The most obvious advantage of DIY accounting is that it saves money. By
using basic accounting software, you can track your income and expenses without paying
for professional services.

e Control and Understanding: Handling your own accounting gives you full control over your
financial records, helping you stay closely connected to your business's financial health.

However, DIY accounting also comes with significant risks:

e Risk of Errors: Without professional training, you're more likely to make mistakes—whether
it's misclassifying transactions, miscalculating VAT, or failing to record expenses accurately.
These errors can lead to financial discrepancies, tax issues, and even legal trouble.

e Time-Consuming: Accounting requires time and attention to detail, both of which can be in
short supply when you're busy running a business. The more time you spend on
bookkeeping, the less time you have to focus on growing your business.

The Advantages of Hiring a Professional Accountant

While DIY accounting might work for very small businesses, hiring a professional accountant
offers numerous benefits that far outweigh the costs, particularly as your business grows.

1. Expertise and Accuracy: A professional accountant brings specialised knowledge and
experience to the table, ensuring that your financial records are accurate, your VAT is
correctly calculated, and your tax obligations are met. This expertise is particularly valuable
in the used jewellery industry, where inventory valuation and VAT compliance can be
complex.

2. Time Efficiency: Outsourcing your accounting frees up your time, allowing you to focus on
the core aspects of your business, such as sourcing new pieces, marketing, and customer
service. With an accountant handling the numbers, you can dedicate your energy to what
you do best.

3. Proactive Financial Advice: Beyond just keeping your books in order, a good accountant
provides valuable financial insights and advice, helping you make informed decisions that
drive growth and profitability. Whether it's advising on cash flow management, tax planning,
or expanding your business, an accountant acts as a financial partner invested in your
success.

Making the Right Choice for Your Business
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Deciding whether to DIY your accounting or hire a professional ultimately depends on your
business's needs and your comfort level with financial management.

For many used jewellery dealers, the complexities of VAT, inventory management, and financial
reporting make professional accounting the smarter choice.

e When to Consider DIY: If your business is very small, with simple transactions and limited
inventory, and you have the time and interest to learn accounting, DIY might be a viable
option.

e When to Hire a Professional: If your business is growing, your transactions are becoming
more complex, or you simply want to ensure that your finances are managed expertly,
hiring a professional accountant is likely the better option. | will discuss more about this
next.

Recognising the Right Time to Outsource

Understanding when it's time to bring in a professional can save you time, reduce stress, and
ensure your business's financial health.

Here are some signs that it might be time to consider professional help:

e Increased Transaction Complexity: As your business grows, so does the complexity of your
transactions. Managing high-value inventory, dealing with VAT compliance under the VAT
Margin Scheme, and ensuring accurate financial reporting can become too intricate to
handle on your own.

e Time Constraints: Running a used jewellery business is time-consuming. Between sourcing
inventory, managing sales, and providing customer service, you may find that there's little
time Lleft for managing your finances. If accounting tasks are eating into your time,
outsourcing can free you up to focus on growing your business.

e Error-Prone Accounting: If you've noticed mistakes in your financial records, such as
discrepancies in inventory valuation or VAT miscalculations, it's a sign that professional help
is needed. These errors can lead to costly penalties and lost profits, but a professional
accountant can help you avoid them.

e Preparation for Growth: If you're planning to expand your business, whether by opening
new locations, increasing your inventory, or exploring new markets, having a solid financial
foundation is essential. An outsourced accountant can provide the expertise and support
needed to manage this growth effectively.

e Desire for Expert Financial Advice: Beyond bookkeeping and tax compliance, accountants
offer valuable financial insights that can help you optimise your operations, improve cash
flow, and increase profitability. If you're looking for advice on how to take your business to
the next level, outsourcing to an experienced accountant is a wise move.

Choosing the Right Accountant for Your Used Jewellery Business



So what happens if you do decide to hire a professional accountant to work with, how do you go
about selecting the right accountant?

The right accountant will not only manage your financial records but also provide strategic advice
that supports your business's growth.

Let's take a look at some of the things to look out for from your accountant.

What to Look for in an Accountant

When choosing an accountant, it's important to consider several factors to ensure that they are
the right fit for your business.

1.

Industry Experience: Look for an accountant who has experience working with jewellery
businesses, particularly those dealing in second-hand goods. An accountant with
industry-specific knowledge will be familiar with the unique challenges you face, such as
inventory valuation, VAT compliance, and cash flow management.

Qualifications and Credentials: Ensure that the accountant is properly qualified and
certified. In the UK, accountants should be members of recognised professional bodies
such as the Association of Chartered Certified Accountants (ACCA) or the Institute of
Chartered Accountants in England and Wales (ICAEW).

Proactive Communication: A good accountant should not only be reactive but also
proactive in their communication. They should keep you informed about upcoming tax
deadlines, provide regular updates on your financial position, and offer advice on how to
improve your financial performance.

Technology Savvy: In today's digital age, it's important that your accountant is comfortable
with modern accounting software and technology. This allows for more efficient financial
management, real-time insights, and easy access to your financial records.

Questions to Ask Potential Accountants

Before hiring an accountant, it's important to ask the right questions to ensure they are a good fit
for your business. Here are some key questions to consider:

Do you have experience working with jewellery businesses, particularly those dealing in
second-hand goods?

How do you approach inventory valuation and VAT compliance in the jewellery industry?
What accounting software do you use, and how do you keep up with the latest technology?
Can you provide examples of how you've helped other clients in the jewellery industry
improve their financial performance?

How often will you communicate with me, and what type of reports will you provide?

By asking these questions, you can assess whether the accountant has the expertise and
approach needed to support your business.

Conclusion



Running a successful used jewellery business requires more than just a keen eye for detail and a
passion for fine pieces; it demands a solid foundation in financial management.

Throughout this post, we've explored the key areas where effective accounting practices can
make a significant difference in your business's success.

We began by discussing the unique financial challenges that used jewellery dealers face, from
accurately valuing inventory to navigating the complexities of VAT compliance. We then moved
on to the importance of professional accounting, highlighting how an experienced accountant can
add value to your business by providing expert advice, ensuring compliance, and helping you
avoid costly mistakes.

We also examined the decision-making process between handling accounting tasks yourself
versus hiring a professional, ultimately showing that as your business grows, the benefits of
professional accounting far outweigh the costs.

Additionally, we explored how to choose the right accountant—one with the industry-specific
knowledge and experience that can truly support your business's needs. I'd say we've covered a
lot in this post then.

Now if you're ready to take your used jewellery business's financial management to the next level,
consider reaching out to a specialised accounting firm like Rhombus Accounting. With our deep
industry knowledge and commitment to your success, we can help you navigate the complexities
of VAT, inventory management, and financial planning, ensuring that your business remains
profitable and compliant as you grow.

By optimising your accounting practices, you'll be well-positioned to thrive in the competitive
world of used jewellery, securing a prosperous future for your business.

| wish you well in your journey forward.

Thanks for reading!

Meet Lewis

Lewis is a professional accountant and founder of Rhombus Accounting. He regularly shares his
knowledge and best advice here on his blog and on other channels such as Linkedin.

Book a call today to learn more about what Lewis and Rhombus Accounting can do for you.
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