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1.0. Introduction

Gems and jewellery form an integral part of Indian
tradition. A legacy passed from one Eeneration t,
another. The components of Jewelry include not
only traditional gold but also diamond, platinum
accompanied by a variety of precious and sem;.
precious stones. Jewelry designs can vary from
vriage and annque designs to ethnic designs to very
flashy and chunky Jewelry. Often stone Studdeq,
engraexd, electropiated and designed Using varioys
codors for Oreating an eye (‘at(‘hmg (‘ﬂt‘t‘t‘ these
Fewelry tems are designed for different occasiong
nciuding bridal yewelry, formal and informal
pwellery The intricate motifs still holds the same
“harmn as they did centuries ago simply because of
their absortung stvies

The gems and jewellery industry occupies an
URPOILAnt position in the Indian economy. Itis a
eading foreign exe hange earner and also one of
the fastey: growang industries in the country, The
WO major segments of the sector in India are
0ld jewellery and diarnonds. Gold jewellery forms
around 80 per cent of the [ndian Jjewellery
market, with the balance comprising fabricated
Studded jewellery thay includes diamond studded
as well as gemstone studded jewellery. A
Predominant portion of geld jewellery
Mmanufactureqd jp India is consumed in the
domestic market. Gold imports in the period of
January. Apry 2010 were pegged at 126 tonnes,
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Detting the' Erowth rate at ygg 49.62 gver the

;;‘ges?@ndmg month in 2008-09 ar USS$ 4.62
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consumer of gold, India is also the leading
diamond-cutting nation in the world. India is the
world’s largest diamond cutting and polishing
centre in the world with 11 out of 12 diamonds
sold in the global market being processed in the
country. Surat is India’s diamond processing hub,
contributing over 80 per cent of the country’s
diamond processing industry with annual
revenue of around US$ 13.03 billion.

20.INDIAN GEMS & JEWELLERY INDUSTRY-
HIGHLIGHTS OF MARKET SIZE

The Indian gems and jewellery industry is
competitive in the world market due to its low
cost of production and availability of skilled
labour. In addition, the industry has a worldwide
distribution network, which has been
established over a period of time. India has set
up more than 3,000 offices worldwide for
promotion and marketing of Indian diamonds. The
Indian diamond industry has acquired leadership
position in cutting and polishing of rough
diamonds. India has the world’s largest cutting
and polishing industry, employing around 800,000
people (constituting 94 per cent of global workers)
with more than 500 hi-tech laser machines. The
industry is well supported by government policies
and the banking sector - around 50 banks provide
nearly US$ 3 billion credit to Indian diamond
industry. India is therefore a significant player
in the world gems and jewellery market both as
a source of processed diamonds as well as a large
consuming market. Given below is the status of
top ten destinations of India’s Export for Gems &
Jewellery in the world market during 2000-2003
periods.

Table 1: Top Ten Destinations of India’s Export
for Gems & Jewellery

Count 2000 -2001 2001-2002 2002 -2003
Rank . Value (In Value (In Value (In

O 00 0 N s W N —

Nare Million US$) Million USS) Million US$)
USA 27467212 2647.9774  3379.6951
HongKong 17483202  1689.3412  1884.8304
Eﬁl‘i‘;gzurg 9107119 8650038  1028.5247
UAE 4443111 5464051  666.3678
Japan 387.0294  382.6252  420.1709
Isracl 2741978  258.628 413.9042
Singapore 1217066 123.9816  260.4733
Thailand  190.8861 2384102 2342034
UK 149.1006  174.5455  210.0823
10  Switzerland  143.3983  121.3638 118.8112

Source: DGCI&S
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The Gems and Jewelry market in India has a
very strong potential due to low production cost
and highly skilled labour. Here, gold dominates
the market accounting for highest demand
though in recent years platinum and diamonds
are the top fashion symbols. Stones have also
taken a place among a different group of people
who believe in spiritualism; still this segment
is on the development stage. In terms of regional
classification, each region accounts for a special
type of jewelry or follow a traditional style of
jewelry making, like Karnataka is famous for
temple jewelry. The rural jewellery market in
India is set to grow strongly despite the global
economic meltdown. Overall sales of jewellery
dominated by the plain gold variety in India
through 2008 rose by 23 percent over 2007.

India is the fastest-growing jewelry market in
the world. ‘Branded jewellery’ is likely to be the
fastest-growing segment in domestic sales. G &
J market is expected to grow at 40% p.a. to $2.2
billion by 2010. Exports expected to grow from
$15.5 billion in 2005 to over $25 billion by 2010.
According to Credit Analysis and Research
Limited (CARE), the domestic jewelry market in
India is pegged at US$ 16 billion and contributes
over 18% of the overall export turn-over. India-
the largest consumer and importer of gold in the
world imported around 400 tonnes of gold during
2008-09. Global consultancy firm GFMS Ltd
estimated India’s total gold demand at 432 tonnes
in 2009. India contributes 4% of the global Gems
and Jewellery market and accounts for 20% of the
global consumption. India is the largest diamond
cutting and polishing center in the world and the
third largest consumer of polished diamonds after
USA and Japan.

The organized sector of the gems and jewelry
industry in India is estimated to grow at 40 per
cent per annum to US$ 2.2 billion by 2010.The
Gem and Jewellery Export Promotion Council’s
(GJEPC) performance figures for the financial
year 2009-10 showcased the true resilience of
the Indian industry over the last year whence it
continued with its consistent plans of building
trading relations and penetrating newer
markets. In its bid to enhance the market
strategy, a gems and jewelry special economic zone
(SEZ) sprawling over 40 acres with an investment
of US$ 441.1 million is being planned to be set
up by Gold Souk- the jewelry mall developer. The
company plans to have residential apartments
named Gold Souk City, apart from having gems
and jewelry manufacturers from Thailand and
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The following tables (2 &3) give detaileg

e i -al
their units in India. Tota of net imports as well as net exportg ofd‘c%lmt
o l

Dubai who will open sl iod

net imports of gems and jewelry d}l;lrzin% tél; 1;*'371'129 categories of GGmSZE(i)J(})(:i Jewelleries iy ema Cren,
- - 010 touche ' {ia durin 5 & 2006 >l

Aptil. 2009 besch 2 owth to the tune of from India A g <V = e 06 along witl, 2ng

billion, thereby posting a gro growth over the previous year, " of

US$ 19.9 million over corresponding mocnth in
the previous year, according to the GJEPC.

SR —T~able‘2‘1\;etll;1’p0!‘l of Gems & Jewelleries during 2005-06 2, il
_ , April-August'05 % Growth / decline over
[TEMS April-August06 (Same ports as current previous Year
(Provisional) year)
Rs. In US$in  |Rs In USSIn - g, US $
Crores Miuion CI'OI‘CS Ml“ on
Rough | 400087 [3239.54  [16314.25 372274 |-891 -12.98
Diamonds
( Quantity _
in Lakh (627.1857) | (627.1857) [(731.95)  |(731.95)
Carats)
Gold Bar 3226.60 703.37 2950.68 673.41
Others ** 281.36 61.90 294.00 67.05 -4:30 -7.68
Total 18368.83 4004.81 19558.92 4463.20 -6.08 -10.27
Cut & i
Polished 3646.23 791.56 7115.56 | -48.76 -50.51
Diamonds
Others *** | 829,97 183.09 495.56 T 113.15 67.48 61.81
Total
Imports 22845.03 4979.46 27170.04 6175.88 -15.92 -19.37

; : 0
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Table 3: Net Exports of gems & Jewelleries during 2005-06

"g
| - :
: April-August 05 , ; |
, April-August'06 2, Growth / decline over |
ITEMS PTE-Auges ’ %
: (Provisional) (Same ports as current cEvits Vans |
] vear) P f
b _ i |
§ Rs.In USSm Rs In fUSSin Rs Us s
} Crores Million Crores - Million : "
| Cut & Pol |
Diamonds * 19033.70 4179.65 21864.76 5030.81 -12.95 -16.92
f
| {Quantity in
 Lakh (140.48)  1(140.48)  [(19428)  (194.28)
| Carats)
-
| Gold
Jewellery - | 5325.01 1176.27 4098 &7 943 30 2992 24.06
DT A
P .
\SEZTEPZ /1091492 63876 201147 46270 4492 38.05
{EOU
*r
' Total K219 91 KOG 01 6110 14 | 406 00 3486 28.67
t
, ‘
| Coloured
L I 414 0% @07 IR0 Ik 87 44 sa2 3.01
1 Gemstones
I
COthers 297 91 6% 26 2t %1 61 3% 1140 6.37
;
| Net Exports | 27984 9] 6144 G1 b TR £A84 6 I 671
§
Exports of
Rough 966 29 218 1048 %9 24112 -7 85 -12.01
‘ Diamonds
{ Quantity
i Lakh (153 Rin) (153 8365 EAItERY P50 K3
Carals)
Totsl 28981.20 635617 29870 48 682672 -2.42 -6.89

Source: MMTC, August, 2006

It would be seen from above tables that rough
Diamonds constitute the major unportng iem
followed by the Gold bar to cater 1o Gems and
 Jewellery industries in India. Simuilarly, cut &
polished Diamonds and manufactured as well as
designed golden jewelleries consutute the bulk

¥
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of export earnings for India. The progressive
status of Import and Export of Gems & jewelleries
inn real value terms during 2006-2007 and
market segments of cut-&-polished Diamonds as
well as Jewellery items to major Export
destination countries are shorn below in Fig.1.
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India’s imports and exports of raw material and gems and jewellery {2006 —07)
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India is the world’s largest diamond cutting and
polishing centre in the world with 11 out of 12
diamonds sold in the global market being
processed in the country. Data from Rapaport—
the primary source of diamond price and market
information—indicated that during April 2009 to
January 2010, India’s polished diamond exports
were up by 11 per cent at US$ 13.8 billion from
the corresponding period of the previous fiscal,
while polished diamond imports increased 15.5
per cent to US$ 8.5 billion.

The rural jewellery market in India is set to grow
strongly despite the global economic meltdown.
Overall sales of jewellery dominated by the plain
gold variety in India through 2008 rose by 23
percent over 2007. In the time of economic
depression, budgetary pressure is a major
constraint, resulting high gold prices. The
" gituation of the Indian jewelry sector is cautious
for the next two years (2010-2012) due to high
prices and budget constraints. The global demand
for precious metals for manufacturing of jewellery
has gone down by more than 700 tonnes from

2004 to 2008.
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Disposable income is one of the factors
influencing demand for diamond jewelry; with
growing income level purchasing power of
individual is also becoming strong. Overall exports
during the period between April 2008 and
February 2009 saw gems and jewellery exports
at US$~ billion, showing a decline (but a rise of
5.65 percent in rupee terms) as compared to US$~
billion in the same period previous year. There
is a massive demand for hand-made jewellery,
especially in ethnic Indian designs, from the
sizeable Indian emigrant population in the
Middle-East, South-East Asian countries, the US
and Canada among others.

3.0. MARKET STRUCTURE AND G&J
GROWTH POTENTIAL

The Indian Gems & Jewellery industry is highly
fragmented with a large number of domestic
private sector companies. A large portion of the
market is in the unorganized sector. India is
gaining prominence as an international sourcing
destination for high quality designer jewelry.
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Walmart, JC Penney etc. procure jewelry from
India. To encourage domestic industry, 100% FDI
is permitted in the Gems & Jewellery sector
through the automatic route. SEZs and Gems and
Jewelry Parks have been set up to promote
investments in the sector. India has several well
recognized strengths which have made it a
significant force in the global Gems and Jewelry
business in view of following strengths:

* Highly skilled, yet low-cost labor.

+ Established manufacturing excellence in
jewelry and diamond polishing.

* India is the most technologically advanced
diamond cutting center in the world.

* Opportunity to address one of the world’s
largest and fastest-growing Gems and
Jewelry markets.

¢ Opportunity to leverage India’s strengths
to address the global market.
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4.0. G&J VALUE-CHAIN

The Gems and Jewellery (G&J) market
essentially comprises of sourcing, process.ing,
manufacturing, marketing and export of precious
metals and gemstones, such as, Gold, Platinum,
Silver, Diamond, Ruby, and Sapphire etc. The
Gé&J market is a significant contributor to the
Indian economy, based on the size of the domestic
market and through its contribution to the
country’s exports. The value chain of the industry
starts from sourcing and mining of the metals
and extends to jewelry retail. While India is not
a major miner of previous metals and stones,
the country’s inexpensive and well skilled
workforce makes it a world leader in processing
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The ‘Indian Gems and Jewellery Market’ report
provides a snapshot of the Gems and Jewelry
industry in India. The Indian Gems and Jewellery
(G&J) market contributes significantly to the
Indian economy through its vast domestic and
export market. India apart from being the largest
consumer of gold is also the largest diamond
processor in the world. Although, the gold
processing industry in India has 15,000 players,
there are only 80 players with revenues over USD
S million. Despite a high growth potential for
Indian gems and Jewelry in the global market
India is not a major miner of precious metals
and Gem-stones. All the same, the country’s
inexpensive and skilled workforces are one of
the best in the world for processing of diamonds.
Economic growth potential in terms of revenue
edarnings and net profit from export of Gems &
Jwelleries during 2005-2008 can be seen from
the following graphic presentations.
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-of diamonds. Cutting a raw stone into a faceted

and polished gemstone is a multi-step process.
Each step is critical to the final outcome. The
steps are: (i) Marking; (ii) Cleaving; (iii) Sawing;
(iv) Girdling (Bruting); (v) Faceting (Cross
Working) and (vi) Brillianteering

Marking: A rough stone is marked prior to
cleaving or sawing to determine the direction of
the grain or “cleavage”, eliminate waste, and
bypass inclusions or imperfections. The natural
shape of the rough stone will also be a major
factor in deciding how to cut the stone.

Cleaving: The term “cleaving” refers to splitting
a stone along its grain by striking it. A rough
stone is cleaved if there are conspicuous defects
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