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A DISCUSSION ON
JEWELLERY
VALUATIONS AND
RELATED ASPECTS

Ian C.C. Campbell, FGA

Director of Independent Coloured Stones
Laboratory (ICSL), Randburg (J ohannesburg),
Rep. South Africa.

Note: Mr. Campbell contributed an article on his
colour grading system to a previous
CORNERSTONE.

FOREWARD

These are the writer’s views and are based on a
professional experience of over seventeen years.

It is appreciated that there may not necessarily be
full agreement on what is written here, but is one
practising gemmologist’s approach to the subject.

It may by of interest to those who do valuations,
as well as those who feel they would like to.

Contrary to some thoughts, it is not the easiest of
ways to earn an income - not if the job is done as
it should be. Obviously a book can be - and very
likely has been - written on the subject in depth.

This article is superficial and only intended to
prod those of us who perhaps need prodding!

INTRODUCTION

There are considerable criticisms in respect of
standards. In fact until fairly recently there were
few worth talking about. A great number of
appraisals were, and still are, "look-and-see" five
minute rituals at the expense of accuracy.

Incredibly, these unprofessional jobs are STILL
being accepted by insurance companies and other
institutions when they most certainly should not
be. Insurance-wise, when a claim is lodged under
such conditions, apart from a lack of detail to
assist in an equitable replacement, the claimant
nearly always loses out to the eventual
replacement of a comparatively inferior item.

This particular problem, as far as poor insurance
valuations are concerned, could be practically
wiped out overnight IF the insurance business
sector accepted only properly constituted ones.

Unfortunalely, it would appear they are influenced
by the only bottom line - could it be presumed
that claims are so comparatively limited by
comparison to the collected premiums that is

merely something of academic interest? The
question is justified because the overall
acceptance of poor assessments for insurance
purposes is extremely high. Ironically, an
experienced assessor - by that time usually a
practising gemmologist - is called in to try and
work backwards to see what MAY have been
lost (say a diamond of unknown quality).

Another irritating outcome in respect of poor
assessments is the new-born interest of
govermental agencies - as usual, any excuse
appears good enough to gain a foothold with
the ultimate purpose of achieving
authority-laxed controls over aspects of
personal wealth. These agencies, generally
fiscal related, always sprout about "protective
measures”. For who? The individual?

Sound advice here, is that all the fragmented
unafilliated associated and societies with the
same interests and ideals SHOULD MAKE IT
THEIR BUSINESS TO VERY QUICKLY
FORM A UNIFIED CONTROLLING BODY -
does the Council of Jewellery Appraisal
Organisation fit the bill? -with enough backing
an02d clout to enforce (by common
accepetance) high standards. Such a move
would not necessarily cost member groups
their autonomy which could still be protected.
Apart from the resultant improvements to all
concerned, such a body is able to speak with a
great deal more emphasis when it comes to
govermental interference than are splintered
groups able to do. It may not be realised in
some quarters, but time is running out in this
contest - once legislation is introduced (which
scems very likely, the threats are already there)
the aspect of "free enterprise”, in any form, is
not so free anymore. Over a period, additional
legislation will be forthcoming . . . and it will
not, rest assured, be for the profession’s
benefit, only that of the IRS. Do you want this
to happen? Look at the results of other
controls if you seck an answer.

VALUATION REQUIREMENTS IN
PRINCIPLE

Probably the main points could be listed as
follows:

The ability to:

1. Reasonably asess the ratio of gold alloys;
or the ID of other metals.

2. Gemmologically make accurate gem/mineral
identifications, as well as the assessment of
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realistic qualities and weight estimations,

3. Realistically equate the above to current
market prices applicable at a given level.

4. Know the differences between the various
types of valuations, each of which relates to a
specific requirement.

5. Give accurate and adequate data relating to
each article in order to re-identify it, or parts of it
(stones, etc) at a later date.

6. Correctly present properly constituted
documents both legally and in specific terms of
reference.

7. Make an ethic charge for your work.

These requirements are duly discussed in greater
detail in the above order and similarly numbered,
(ie, la, 2a, etc) hereunder.

If expertise is lacking in one category or more, the
services of a relevant qualified specialist should
be enlisted whenever the need arises. A
storekeeper who merely buys in and sells
jewellery, and is reliant on his suppliers for
confirmation of identification, quality, etc. should
not undertake valuations personally in spite of
handling such goods daily - naturally, not to be
confused with other relevant expertise on the
premises.

la. (i) METALS AND COSTS

A great deal of items are mass-produced and
could be loosely described as ‘standard’ or
‘run-of-the-mill’. These can be easily priced
through the trade. At least in South Africa, this is
broadly related to the weight of a particular gold
alloy at ‘so-much’a gram - being based on factors
of primary gold costs, labour, average mark-ups
and taxes. There is little problem here, only the
time taken to research actual prices on an
on-going basis as a supporting guide.

The custom-made articles are a different matter
where labour is a major cost factor and the items
therefore not merely gold-weight related. If the
valuator is unable to assess such labour factors
then the item should be shown to a manufacturing
jeweller for an estimate of cost of producing a
similar article. To this can be added retail
mark-ups and whatever taxes are in force at the
time. If you really should

do this, but do not want to because of time
wastage, the correct thing to do from then
onwards is NOTHING - leave it to someone who

is prepared to do eithically what the client is
paying for - and that is NOT a ‘guesstimate’.

(ii) TESTING OF METALS

The operable word here is ‘TESTING’, not
assaying which cannot normally be done other

- than by complete or partial destruction.

Although not yet done in South Africa,
assaying of mass-produced batches, or groups
of centrifugally cast articles made in one
batch, is generally done on gne article of each
batch, and if to standard, all the other articles
are duly marked.

The traditional touch-stone methods (and
variations) are merely INDICATORS of
standard alloys or other metals commonly
used. If the acids are up to par there is little to
be concerned about if used intelligently. Some
methods which do not remove at least
plate-thick (rolled gold) layers at the surface
are not recommended for obvious reasons.
Nevertheless sooner or later acids will in
anycase give erroneous results due to
weakening with age - the incorrect impression
is then given of a BETTER gold content than is
actually the case. This is also why the liquids
should be periodically tested with known
control plates or wires. Different types of
alloying, apart from giving subtle variations of
colour to gold, may also yicld slightly differing
results under test. A selection of standards is
therefore desirable. The author has 14 and
this can still be extended.

A common mistake is to blindly accept the
stamped karatage (or parts per 1000) on an
article. It is quite suprising how often this is
incorrect - sometimes blatantly so. In the past
this has been the case with rings in particular,
manufactured in the Far East. Other reversals
such as ‘K18’ is misleading when in fact base
metal is used, and this type of marking is also
seen on non-gold articles.

2a. GEMMOLOGICAL KNOW-HOW AND
QUALITY CONTROL

Gemmological expertise in respect of the
correct identification - and quality grading - of
gems set in jewellery cannot be over
emphasised when one considers how much
wealth is often represented in objects so small.
Stone-set jewellery weight estimates, are first
known. All three requirements, not just one,
are important. Past experience of varied types
of appraisals in this context have highlighted
the need for valuators to get to know just how
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to go about the estimation of weight in particular
- many times, the figures given are mere guesses
and as a result of such the whole job has
essentially been a waste of time as well as a
misrepresentation. There are good formulae
offered - particularly by G.I.A - so use them,
those of you who don’t already do so.

It is all very well having an impressive laboratory
layout in terms of instruments, etc. but they
become only show pieces if the technician has not
come to terms with their correct usage and
limitations.

Precise reports on gems saves arguments - even
litigation - in the event of loss and potential
replacement; sheer professionalism is required in
any respect of any of these written reports which
cover directly or indirectly matters concerning
collateral requirements for loans, or any payments
involving the use of gems and jewellery in lieu of
cash for services, property or barter. Valuations
under this group in particular are vitally
important to all concerned and the terms of
reference, details, realistic values and
descriptions/photographs, etc. should be well
conceived.

If the gemmologist is also commercially oriented
but retaining independence and has a good
knowledge of the market, his services are that
much more valuable - in fact a consultant should
be in this category.

3a. PRICES

None are absolute. One could not really expect
any different in our strongly competitive Western
society. Yet from the talk one hears on any
on-going basis no-one could really be blamed for
thinking that a ‘price control’ in some form really
exists. There would be no competitive edge if
such was the case - at least not in terms of direct
pricing, although this can be done in other
indirect ways in terms of services offered.
However, significant differences between traders
in the commercial sector DO exist and buyers are
constantly reminded to shop around before
buying. Again, is there any small wonder why,
likewise, valuations also differ significantly?
However, having said that, there are what could
be termed ‘reasonable maximum price limits’ -
after which it could rightly be said that advantage
was indeed being taken of the buyer.

SO WHAT ARE PRICES? WHO SETS THEM?
WHO SAYS THEY ARE WRONG OR RIGHT?

I have written elsewhere that past values are easy

to quote; present ones more difficult, due to
fluctuations caused by unstable markets; and

in reality future ones can only be quoted as
POTENTIAL values where no guarantees can
be given. This is still very much the case.
True valuations are of the PRESENT, yet they
are constantly being looked upon as some sort
of guarantee of the future! ... particularly by
insurance companies.

Would it be right to over-value articles to
cover inflationary trends? Some say yes,
others no. This can be abused and the insured
person will pay higher premiums, sometimes
to an unwarranted extent. The best that can
be said is that a fair average be taken, the
extremes being left applicable to specific
circumstances (but still within the commonly
‘acceptable’ range).

Again, what are prices? They are many things
to many people - look at the the
advertisements in journals, newspapers and
listings. Look also at quotations, auctions,
retail outlets, dealers, wholesalers and
importers. The first thing that becomes
apparent is that there are bona fide LEVELS in
the trading chain, and this has been the cause
of many remarkable differences seen in given
valuations because often the valuator forgets
to give the exact terms of reference -
something crucial to the realistic meaning of it
all. A valuation which says, ‘One diamond
ring of value X amount’ (just to make the
point), may just as well be thrown into the
wastepaper basket.

Who sets them? No one! They evolve subject
to supply and demand and factors governing it
all. They can be very erratic depending on
circumstances, and it requires a finger on the
pulse to keep track. Prices differ very much
from country to country and the use of one
guide listing of a particular country or
geographic locality, by another, has to be
treated very carefully. In spite of this, guide
price lists drawn up by active professionals
are useful, because some form of reasonable
stability is offered. One is able to make
rational comparisons of qualities and

sizes versus costs.

The writer, under the label of his
gemmological business ‘ICSL’ (Independent
Coloured Stones Laboratory) uses such a
coloured stones listing which he has evolved
over the last 3 or 4 years and which relates to
19 species/varieties. It is updated periodically
and is used by a number of other professional
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gemmologists here as well. It is detailed and
rclates to strict grading parameters, being based
on the ICSL Coloured Stones Certificate final
grade. (This system has already been published
by A.G.A. in the ‘CORNERSTONE’ journal).
These base prices, considered by the writer as an
applicable average in this country, applies to a

dealer level; ie. before taxes (35% ad valorem and .

12% general sales tax on an accumulative basis)
and retail mark-ups. Like other lists, it has also to
be intelligently used or it becomes a mockery.
The average figures listed are those ultimately
filtered out of what in reality is a very complex
boiling pot. THESE LISTS ARE NOT
DICTATORS OF PRICES, BUT FOLLOWERS.
The end figure in a valuation will depend on the
specific terms of reference.

The appraiser/valuator should be willing ‘to put
his money there his mouth is’ as the saying goes,
in respect of his own valuations. This means he
should, if no one else will, go out of his way to
acquire the replacement article himself in the case
of an insurance claim, AND also within the amount
he had initially written in - not withstanding
aspects beyond his control. Most times - simply
because he can also avoid retail mark-ups when
acquiring articles through the trade at a wholesale
level at least (not to mention also avoiding
unofficial discounts virtually ‘demanded’ by
insurance reps when looking for replacements, at
least in this country, of up to 30%) - it will be
found that the insured value should in any case
easily cover the replacement under normal
curcumstances. If an assessor is in a position to
value articles, he must surely be in a position to
also acquire them? - apart from specialities which,
per se, are not replaceable (in which case
estimated NOMINAL values would have been
given - terms of reference in these cases are
extremely important), This is not asking a lot by
one’s clients - they just want to know, like you
would, exactly what these valueations are, in

reality. (For example, an insurance valuation is
not a licence to sell!),

...And who says prices are wrong or right? No one
should. Certainly, something can be a bargain,
average, or very expensive. This will depend
partly on how ‘up-market’ the seller is, and
whether or not an additional service caters to
customers’ needs - all this costs money and is
bound to affect prices. In many instances the
profit may well be compatible with the ‘little man’
who has practically no overheads and is therefore
able to sell at a considerable discount on his
‘up-market’ competitors’ figures. This is one
significant aspect that underlines differences of
prices of similar goods. If the assessor is in fact

specifically doing valuations for an
organisation that trades at the high end, it is
wise to work in with the policy of that
company and to value within their particular
higher selling prices - on the basis that the
customer is going to go back to THEM (and
not elsewhere) for a replacement in the case of
an insurance claim. Under-valuing under
these circumstances will only embarrass the
particular company who, because of their own
policies, may not be able to replace the item at
the figure originally given by the assessor.
Yet again, the terms of reference should be
clearly given. All this is still subject, of
course, to acceptable ethics - nothing will
justify ridiculously high valuations simply on
the basis of equally absurdly high overheads
of a particular business.

4a. THE BASIC DIFFERENCES BETWEEN
VARIOUS TYPES OF VALUATIONS

At least, in the context of the South African
situation:

(i) Insurance Purposes. Estimated
replacement value at a retail level including
all taxes (unless terms of reference indicate
other aspects under which the insurance will
apply). Normally speaking, this is looked upon
as the ‘highest’ level as it incorporates the
trading range from the start to the end of the
trading range with all its intermediate
profit-taking steps.

(ii) Dealers (Trade) and/or Wholesale.
Considerable lower lever pro-rate than per (i)
above. It excludes the retailer’s mark-up -
and, in South Africa, ad valorem tax depending
on circumstances (aspects of whether or not
the buyer is registered, thus avoiding
legitimately, at his level of trading, having to
pay this tax - it can be legally passed on).

In fact this tax, or excise if you like, will be
paid in the form of an incorporated amount in
the retail price by a member of the public
sooner or later at the point of sale. Such
values should be stated as including or
excluding the applicable taxes.

(iii) Fair Market Value. This again, should be
clearly defined as to what the relevant
‘market’ is. Fair market value is different to
something one buys at a Jeweller’s shop, to
what is purchased privately (second-hand)
where the ad valorem tax no longer applies. In
fact just what is ‘fair’? It is generally meant to
indicate a competitive figure that will stand up
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to scrutiny in most legitimate selling/buying
situations at a given level.

(iv) Probate / Liquidation (ie. Forced sales). Such

values ignore all internal excise taxes of any form,
but can include import duties if they apply. Also
excluded is any form of retail mark-up. In fact the
value will be placed pro-rata well below the
lowest level of trading (say, below the dealer -
alias trade, or wholesale levels). This will enable
the seller, on a forced sale basis, to go to most, if
not all, markets at whatever level and be
reasonably confident of a successful sale at short
notice. Often more can be obtained through
auction, in which case, the probate or liquidation
value can be used as a reserve.

(v) Other, special purpose requirements.
Someone travelling elsewhere may wish to insure,
trade, barter or even make a presentation of the
item concerned for whatever reason. ‘Foreign’
values must be given only on the basis of either an
estimate (stating terms of reference) or as a result
of a positive investigation of the market within
the country concerned. It is generally not wise to
give such valuations in any case and should be
treated with extreme caution.

5a. ACCURATE AND ADEQUATE DATA

As already written, MANY valuations fall down in
this context. The details should be such that they
will be adequate to replace ANY component (gold,
stone(s), etc.) without ambiguity. Details of the
breakdown of value, though not necessarily given
to the client, should nevertheless be kept on
record to cover partial loss - (for example, the loss
of one blue sapphire in a client’s ring).
Photographs are invaluable, in addition to
description of species, qualities and weights, gold
content, dimensions, etc. As the saying goes, a
picture is worth a thousand words. The writer uses
a small lcm/10mm scale in all photographs as well
as also incorporating certificate number(s) and
client’s name, but not address.

6a. PROPERLY PRESENTED AND
LEGALLY CONSTITUTED
DOCUMENTS

are not only professional, ethical and wise in their
concept, but also let everyone know exactly where
they stand. However, it is more than useless to
incorporate something like, ‘...indemnified against
carelessness, inaccuracy or mistake ... etc...” Do
you really think merely by including remarks of
this nature in the valuation certificate that you
have no further responsibility if it comes to issue
as a result of your own negligence? Hardly! ... and

no doubt a court of law would ignore such
statements because everyone is indeed
responsible for what they do - it cannot be
written off by merely incorporating a
meaningless indemnity into the terms and
conditions. Yet this type of thing is seen over
and over again. It’s not worth the paper it’s
printed on.

7a. ETHICAL AND REALISTIC FEES

Fees are still being levied by many, in fact
most, valuators in this country based on a
percentage of value. This is frowned upon by
anumber of appraisal societies/associations of
one kind or another, who stipulate ‘time’ as
the basis for fees. The writer prefers ‘time’
basis but in some cases when he does on-going
work for other jewellers, the latter prefer the
basis to be on a percentage of value - they say
it means more to their clients than quoting at
‘so-much’ an hour. There are in fact pros and
cons to both and I make a charge on the
LESSER value of the two whatever it may be.
In this way the client receives the benefit from
a point of view of ethics.

RELATED ASPECTS AND PROGNOSIS

Because of the relatively low standard of
appraisals in the jewellery field, the
Gemmological Association of South Africa has
taken the important step - with the blessing of
a number of important officials in the
jewellery trade as well as the Jewellery
Council of South Africa - of forming a board of
examiners to set, on an on-going basis,
practical examinations for valuators about
twice a year. A successful candidate will
receive a certificate to display and will be
subject to re-testing at future dates (although
not yet finalised, it will probably be about
every 5 years, but it is proposed that the
certificate itself will be renewed annually
subject to certain conditions being met). The
board of examiners themselves will be
examined at a realistically high level
compatible with other candidates. This writer
has been selected as one of the board
members. We are very interested in standards,
and are also dismayed at the abyssmal manner
in which it is all so lightly taken. Hopefully,
in time this will be corrected, particularly once
the public becomes aware of the new status of
‘Certified Valuator’ and what it stands for -
not only the public either, but perhaps even
more importantly, the insurance companies.

Finally, a short word about ‘ad valorem’ taxes
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(excise tax). Insofar as jewellery is concerned in
South Africa it goes something like this:

1. Article is sold by a manufacturing jeweller to
the retailer for say Rand 100.00.

2. a. Retailer is not registered with customs dept.

as a VSJ holder, so he pays the manufacturer

R100.00 + 35% ad valorem = R135.00.
OR b. He is registered, so pays R100.00 only.

3. a. The retailer who paid R135.00 will
(although not correct) make his mark-up on the
full R135.00 and not the R100.00: + 12%
GENERAL SALES TAX on an accumulative basis.

OR b. The retailer who paid R100.00 may, or may
not, still incorporate the 35% which he has still to
add on before making the sale, into his mark-up
even though it is not laid out as in case 3a.(Plus
129% General Sales Tax).

COMMENT:

As can be seen, certain anomolies creep in, to the
disadvantage of the consumer; but most of all, this
tax makes jewellery in South Africa prohibitively
expensive and only succeeds in stifling an
otherwise potentially healthy trade. A certain
commission of enquiry - the MARGO commission,
being named after the retired judge who headed it
- has in fact made recommendations that this
punitive tax be dropped ... the additional general
sales tax from anticipated increased sales of more
realistically priced jewellery would more than
make up for it. Unfortunately the government is
dragging its heels on this one. This bone of
contention, apart from being totally unpopular and
actually harming the South African jewellery
industry, has been going on for a number of years
past. However, it begins to look, at long last, as
though the situation will be corrected - to
everyone’s advantage, and I may add, even the
taxman!

It is noticed from the A.G.A. UPDATE
(JULY/AUGUST 1987) that your own authorities
are seriously considering what can only be
described as something similar, in respect of your
own jewellery (luxury excise tax). The
implications of this will be significant and will
cost the trade a great deal in lost income, let alone
analagous aspects spoken of above in respect of
our own situation. It is seen that the reason given
is to lower and reduce deficiencies in other tax
bases! It may do this initially, at the expense of
the jewellery sector, but if history of ‘big’
government is anything to go by, the so-called

‘lowering’ in other tax bases will be short
lived. The prognosis is - other tax bases will
be back to ‘normal’ as used to be, and then
additional taxes as well will also be coming in
- while at the same time probably damaging
the jewellery trade. I wrote about
‘authority-based contols over aspects of
personal wealth’ at the beginning of this
article - you are witnessing fundamental
changes in the cards with this as a longer
range goal.

Gems and jewellery have always represented
independence throughout the ages. Think
about it - and all it implies.

VALUING CUT OPAL

Paul B. Downing

Authors Note: The opinions presented here
are mine or my interpretation of the others
discussed. They do no necessarily represent
those of the American Opal Society or Barrie
O’Leary.

"Isn’t this a lovely stone. I just brought it
back from Australia. The man told me it was a

rare black opal. He gave me a real buy. How
much is it worth? Lord protect me!"

The question of value comes up continually.
And it is never an easy one to answer. First
we must determine what is meant by value, In
a very real sense, the answer to the lady’s
question above is "whatever you paid for it"
since having purchased the piece, she
determined that it was worth the money to her
at that time. However, she is more likely to
be asking how much an equivalent stone
would sell for in the U.S. In other words, she
is seeking some estimate of market value.
Appraisers define market value as the amount
paid by a knowledgeable willing buyer and
accepted by a knowledgeable willing seller
who is unrelated in family or business. In
fact, there are all sorts of market values;
wholesale and retail. The "retail" price you
would pay at a gem and mineral show may be
different from the "retail" at a jewelry store.

FACTORS WHICH INFLUENCE VALUE
In an attempt to answer the question of market

value, let me first outline the many factors
which influence this value.
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