
1The ultimate pricing guide for wholesale distributors

An eBook brought to you by

The ultimate pricing 
guide for wholesale

distributors

$99



2The ultimate pricing guide for wholesale distributors

Section 1: Introduction to wholesale pricing  .......................................................................

	 1.1	Retail	vs.	wholesale	pricing:	What’s	the	difference?  ................................................

Section 2: How to calculate your wholesale price  ...............................................................

Section 3: Reviewing your pricing strategy  ..........................................................................

Section 4: How to calculate retail markup  ...........................................................................

	 4.1	Difference	between	markup	and	margin    ..............................................................

Section 5: Advanced wholesale pricing  .................................................................................

1 

2 

3 

6

7 

9

10

Table of contents



1The ultimate pricing guide for wholesale distributors

Introduction to wholesale pricing

Pinpointing	the	right	pricing	strategy	for	your	wholesale	business	is	key	to	
running	a	successful	business.

Choosing	the	right	price	for	your	products	is	about	striking	a	balance	between	healthy	
sales	volumes	and	profitability.	Set	the	price	too	low	and	you	risk	damaging	your	
product	perception	value	or	losing	money.	Set	the	price	too	high	and	you	risk	not	being	
competitive	enough	to	attract	buyers.

For	wholesale	businesses,	getting	pricing	right	–	especially	when	dealing	with	multiple	
markets	–	can	prove	to	be	a	tricky	and	often	complex	task.

In	this	eBook,	we’ll	take	you	through:

• The	methodology	for	calculating	wholesale	prices
• How	to	review	your	pricing	strategy
• How	to	calculate	markup
• How	to	use	TradeGecko	for	wholesale	price	management

Armed	with	this	knowledge,	you’ll	have	a	solid	foundation	from	which	to	implement	a	
smart	wholesale	pricing	strategy	for	your	business.
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Retail vs. wholesale pricing:
What’s the difference?

The	goal	for	both	retail	and	wholesale	pricing	is	to	cover	your	costs,	stay	
competitive,	create	a	value	perception	for	customers,	and	ultimately,	make	
a	profit.	However,	the	strategies	to	get	there	are	distinct.

The	prices	of	goods	in	retail	are	relatively	high	when	compared	to	wholesale	prices.	
The	reason	for	this	is	that	retail	profit	margins	usually	need	to	be	higher	to	account	for	
expenses	and	operating	costs	like	advertising	and	marketing,	rent,	staff	salaries,	utilities,	
and so on.

Traditionally,	wholesale	businesses’	operating	costs	have	been	lower	than	retailers	due	
to	less	need	for	skilled	labor,	marketing	efforts,	upkeep	of	physical	storefronts,	etc.	As	
such,	wholesale	pricing	is	based	on	the	principle	of	selling	in	bulk	at	a	lower	markup.	
Wholesalers	can	still	make	a	profit	with	lower	prices	because	their	expenses	are	lower.

If	you	sell	retail	and	wholesale,	knowing	how	to	differentiate	your	wholesale	price	from	
your	retail	price	is	crucial	because	there’s	a	high	likelihood	that	your	wholesale	buyers	
won’t	accept	your	retail	pricing	model.

The	general	rule	of	thumb	is	that	your	wholesale	price	should	be	50%	of	the	retail	price	
to	ensure	you	can	still	make	a	healthy	return	on	investment	(ROI).	However,	a	good	
pricing	strategy	is	highly	dependent	on	your	business	–	so	there’s	no	one-size-fits-all	
approach. 
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How to calculate your wholesale price

The	first	step	to	calculating	appropriate	prices	for	your	wholesale	products	
is	to	calculate	your	Cost	of	Goods	Sold	(COGS)	and	overhead	costs.

Your COGS represents how much you spend 
to acquire the products that you’ll resell.
This includes costs such as:

• Acquisition	of	products	from	your	vendors/
suppliers

• Freight & handling cost

Overhead costs, also called indirect costs, 
exist regardless of the volume of products 
sold. They include fixed or variable expenses, 
such as: 

• Office	rent
• Rent	for	warehouse	space
• Utility	bills
• Insurance
• Equipment	and	software	used	to	run	your	

business,	such	as	computers	and	inventory	
management	software

If you are a manufacturer or entrepreneur 
making your own products, your COGS also 
includes all the costs such as:

• Raw	materials	(e.g.	fabrics,	threads,	zipper,	
buttons	for	a	dress)

• Labor	(e.g.	employees’	salaries	multiplied	by	
time	spent	to	produce	items)

• Equipment	(e.g.	amortization	or	machine	
rental	directly	related	to	manufacturing	
products)

Cost of Goods Sold Overhead costs

This	list	is	not	exhaustive,	so	it’s	important	to	consider	the	expenses	your	specific	
business	incurs.	For	example,	you	might	also	want	to	consider	the	cost	of	inventory 
shrinkage	due	to	theft	or	damage.

https://www.tradegecko.com/blog/6-strategies-to-reduce-inventory-shrinkage
https://www.tradegecko.com/blog/6-strategies-to-reduce-inventory-shrinkage
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How to calculate your wholesale price (con’t)

Total cost calculation 
 

Example:

Georgie’s wholesale business has overhead costs of $2,500 a month.

Georgie will sell 400 jackets at a cost to the business of $35 during a six-month period. 

Jackets COGS = $35 x 400 = $14,000.

Hence, Georgie’s total cost for a six-month period = ($2,500 x 6 months) + $14,000 = 

$29,000.
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Once	you’ve	calculated	your	total	costs,	it’s	time	to	calculate	your	pricing.

There	are	four	stages	to	calculating	your	wholesale	price	through	absorption	pricing:

• Calculate	total	cost	
• Profit	margin
• Calculate	your	wholesale	price	by	adding	up	stages	1	and	2 

In	other	words,	your	wholesale	price	for	each	product	is	the	sum	of	the	cost	plus	your	
desired	profit	margin.

Of	course,	calculating	prices	manually	using	this	formula	for	hundreds	of	products	can	
be	tedious	and	time-consuming.	Our	Wholesale	Price	Calculator	can	automate	this	
process,	saving	you	many	hours	of	calculations.

How to calculate your wholesale price (con’t)

Production cost per unit
+

(Total overheads + admin expenses)

Number of units produced

1. cost price    =

2. wholesale price    =  cost +  profit margin

3. Recommended retail price (rrp)    =  wholesale price x 2-2.5

Absorption pricing method

Absorption	pricing	works	great	when	you’re	trying	to	figure	out	your	wholesale	price,	as	
it	ensures	you	earn	a	certain	profit	margin	on	every	product.	Here’s	how	it	works.

https://www.tradegecko.com/free-tools/wholesale-price-calculator
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Reviewing your pricing strategy

At	the	end	of	a	given	period,	it’s	a	good	idea	to	compare	your	projected	
cost	of	sales	with	your	actual	COGS	to	ensure	you’re	maintaining	a	healthy	
profit	margin.

If	you	find	that	you’re	not	making	the	necessary	margin	to	stay	profitable,	you	may	need	
to	adjust	your	pricing	strategy	for	some	or	all	of	your	wholesale	products.

TradeGecko	Intelligence	sales	reports	provide	you	with	a	wealth	of	knowledge	on	key	
aspects	of	your	sales	and	profitability	over	time.	In	terms	of	wholesale	pricing,	it’s	
especially	useful	for	tracking	your	actual	COGS,	as	well	as	your	actual	profits	compared	
to	your	projected	profits.

Here’s	what	the	TradeGecko	Intelligence	Hub	dashboard	looks	like:

On	the	dashboard,	you	can	see	Total	Order	Value,	Total	Profit	and	Products	Sold.	Using	
the	drop-down	menu,	you	can	also	break	down	data	by	variants	such	as	Customer,	
Product	Brand,	Channel,	etc.	This	means	you	can	get	granular	in	identifying	the	products	
or	types	of	orders	that	are	positively	or	negatively	impacting	your	bottom	line.

https://www.tradegecko.com/inventory-management-reports
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How to calculate retail markup

When	it	comes	to	pricing	between	retailers	and	wholesalers,	markup	is	the	
amount	that	is	added	to	the	cost	of	a	product	to	determine	its	resale	price.

The	common	markup	ratio	that	is	often	used	is	a	100%	markup,	also	known	as	the	
‘keystone	markup’,	which	is:

Before	setting	a	retail	markup,	evaluate	your	competitors	online	and	take	a	look	at	
professional	networks	within	your	industry	on	forums	or	LinkedIn	to	gauge	what’s	
appropriate	for	your	products	and	business.

However,	pricing	correctly	is	often	far	more	complex	than	this	and	comes	down	to	
understanding	the	competitive	landscape,	your	industry	standards,	and	what	your	
customers	are	willing	to	pay.

For	example,	here	are	some	markup	benchmarks	in	top	industries:

• Fashion:	ranges	from	120%	to	160%	(or	from	2.2	to	2.6)
• Cosmetics:	ranges	from	60%	to	80%	(or	from	1.6	to	1.8)
• Gifts:	100%	markup	

https://www.wsj.com/articles/SB10001424052702303365804576429730284498872
https://www.wisebread.com/cheat-sheet-retail-markup-on-common-items
https://retailowner.com/Benchmarks/Other-Specialty-Retail-Stores/Gift-Novelty-and-Souvenir-Stores


8The ultimate pricing guide for wholesale distributors

How to calculate retail markup (con’t)

Once	you’ve	done	your	research,	use	your	wholesale	price	and	industry	retail	markup	
percentage	to	calculate	your	retail	price:

Example:

Georgie sells her jackets wholesale at $49 each (a markup of 40% on her $35 cost price).

She decides to sell her jackets at a retail markup of approximately 130%. 

Hence, her retail price = $49 + ($49 x 130%) = $112.70.

She sets the RRP at $114.95, meaning she or other retailers can sell every jacket at a markup 

of $65.95 (~135%).
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It’s	important	to	differentiate	between	the	two	when	setting	prices,	
because	using	these	terms	interchangeably	can	lead	to	price	setting	that	is	
substantially	too	high	or	low,	resulting	in	lost	sales	or	lost	profits.

Difference between markup and margin

Markup 
 

Markup	is	the	amount	by	which	the	cost	of	a	product	is	increased	in	order	to	derive	the	
selling	price.	For	example,	a	markup	of	$30	from	a	$70	cost	would	yield	a	$100	price.	
Or,	stated	as	a	percentage,	the	markup	percentage	is	42.9%	(calculated	as	the	markup	
amount	divided	by	the	product	cost).

Margin 
 

Margin	(also	known	as	gross	margin)	is	sales	minus	the	cost	of	goods	sold.	For	example,	
if	a	product	sells	for	$100	and	costs	$70	to	manufacture,	its	margin	is	$30.	Or,	stated	as	a	
percentage,	the	margin	percentage	is	30%	(calculated	as	the	margin	divided	by	sales).
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For	wholesale	businesses	with	extensive	product	lines,	TradeGecko’s	Price 
List	Management	feature	makes	importing	and	updating	price	lists	easy,	
fast and painless.

Advanced wholesale pricing

For	wholesale	businesses	with	extensive	product	lines,	TradeGecko’s	Price 
List	Management	feature	makes	importing	and	updating	price	lists	easy,	
fast and painless.

The	more	products	you	have,	the	more	complex	your	pricing	strategy	will	be	–	making	it	
difficult	to	keep	price	lists	up	to	date	through	manual	methods	such	as	spreadsheets.

With	TradeGecko	Price	List	Management	feature,	you	can:

• Eliminate	the	need	to	use	spreadsheets
• Manage	all	aspects	of	multiple	price	lists	on	a	single	page	without	leaving	the	app
• Gain	visibility	into	the	relationships	between	different	prices	on	multiple	price	lists	

from	a	single	page
• Assign	custom	price	lists	to	specific	customers
• Access	custom	price	lists	via	TradeGecko	Mobile

Any	updates	you	make	to	your	prices	will	also	be	reflected	in	your	B2B	eCommerce	
store,	including	unique	price	lists	for	specific	customers.	This	goes	hand	in	hand	with	
creating	a	customized	and	seamless	experience	for	wholesale	customers	–	helping	you	
to	grow	your	business.

By	setting	the	right	price	for	your	products,	building	strong	and	authentic	relationships	
with	your	customers,	and	leveraging	the	digital	tools	already	available	in	the	market,	you	
will	have	laid	the	foundation	for	a	successful	wholesale	business	venture.

https://www.tradegecko.com/product-tour/sales/price-lists
https://www.tradegecko.com/product-tour/sales/price-lists
https://www.tradegecko.com/product-tour/sales/price-lists
https://www.tradegecko.com/product-tour/sales/price-lists
https://www.tradegecko.com/order-entry-app
https://www.tradegecko.com/b2b-ecommerce-platform
https://www.tradegecko.com/b2b-ecommerce-platform
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Powerful inventory and order
management software to take

control of your business!

START A FREE TRIAL TODAY!

About TradeGecko | tradegecko.com

Founded	in	2012,	TradeGecko	is	a	cloud-based	inventory	management	software-
as-a-service	(SaaS)	provider	offering	an	affordable,	versatile	and	powerful	platform	
to	automate	and	reduce	workflow	inefficiencies,	through	integrating	front	end	
eCommerce	and	POS	software	with	backend	accounting	and	shipping	software.	
Targeting	small-medium	businesses	(SMBs),	TradeGecko	allows	SMBs	to	manage	
their	inventory	more	efficiently,	process	orders	quickly	and	change	the	pricing	of	their	
products	dynamically.

https://go.tradegecko.com/register
https://www.tradegecko.com/

