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India is one of the largest exporter of cut and polish diamonds.
India ranks number one in the export of diamonds. Nine out of ten
diamonds are cut and polished in India. Indian craftsmen are considered
to be the best in the trade. India exports cut and polished diamond to
Hong Kong, UAE, USA, Belgium, Japan, Israel, Switzerland and
Germany. Although China is posing major treat to Indian diamond
industry, yet the Indian cut and polished diamonds are considered to be
the best in the world. The Gem and Jewellery industry is poised for
growth. This book analyses the growth of diamond trade of India during
last decade and on that basis predicts the future movement in gems and
jewellery trade of India. The book will be useful to diamond traders and
students planning to pursue their career in diamonds.
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1.1 Meaning of Trade
In simple terms, trade is the transfer of ownership of goods and

services from one person or entity to another by getting something in
exchange from the buyer. It is a branch of commerce which is
concerned with the exchange of goods and services. It may be a
barter exchange, i.e., exchange of goods for goods or monetary trade
where money is used as a medium of exchange.

In prehistoric times, trade was in crude form with goods being
exchanged for goods. This is known as barter exchange. Barter
exchange suffered from a number of drawbacks. Some of these
drawbacks were double coincidence of wants, indivisibility of certain
goods, absence of common measure of value and difficulty in storage
of wealth. To solve difficulty of barter system, money was evolved
as a medium of exchange. Initially, precious stones and metals were
used as a medium of exchange which was later transformed in to
papers currency and plastic money. The evolution of money gave
boost to trade and commerce.

1.2 Classification of Trade
Trade may be classified on the basis of scope of its territorial

boundaries as under:
1. Internal Trade: Trade between two regions of the same

country is known as internal trade. It is also known as
domestic trade or home trade. It is confined to the national
boundaries of a nation. For example, trade between the states
of Gujarat and Rajasthan.

2. External Trade: Trade between two countries with different
socio-economic and political environment is referred to as
external trade. It is also known as foreign trade or
international trade. For example, trade between India and the
UK. External trade may be further classified as:
 Export: Export means selling goods to the customers

based in a foreign territory, outside the national
boundaries of a country. For example, when goods are
sold from India to Pakistan, it is termed as export trade.
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Export is the best method of expansion when additional
capacity exists in the business organisation.

 Import: Import means purchasing goods from a seller
based in a foreign territory, i.e., outside the national
boundaries of a country. For example, when goods are
purchased by India from the U.S.A., it is termed as
import trade for India. The government discourages
imports, unless essential because they lead to outflow of
foreign currency and depletion in foreign exchange
reserves of the nation.

 Entrepot Trade: Trade that involves re-exporting of
imported goods is referred to as entrepot trade. It is also
known as re-export trade. For example, an Indian trader
may buy goods from Bangladesh and then sell them to
China. Ports which are conveniently located act as the
distribution centres for wide areas. For example, ports of
Singapore and Hong Kong.

Internal trade is important from national point of view while
external trade is significant from the international point of view.

1.3 External Trade of India
India is looked upon as a country with immense resources,

spread through its length and breadth. India was famed for her
fabulous wealth ever since the ancient times till the establishment of
the British Empire. Indian goods were exported to far off places
which brought great wealth to the Indian economy. However,
Mughal rulers and later the British plundered this wealth, which
made Indian economy solely dependent upon imports for most of its
requirements.

By the time India gained Independence in 1947, the economy
had become completely dependent on foreign sources for the supply
of its requirements. There were hardly any manufacturing facilities
to suffice the needs of the growing Indian population.

In post-independence period, the main objective of the India’s
external trade policy was to protect its market from foreign
competition. In the late 1970s and early 1980s, the trade regime was
based on a complex system of licensing. India’s trade policy heavily
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relied on quotas rather than on tariffs.1 Imports were regulated
through a licensing system without any policy prescriptions. All
these factors led to poor development of India’s external trade, both
imports as well as exports, in the post-independence period.

The foreign exchange reserve crisis of 1991 made it necessary
for India to adopt policy of trade liberalisation. Licensing was
scrapped and a number of trade reforms were introduced to give
boost to India’s export trade. This had significant impact on several
sectors of Indian economy such as IT sector, gems and jewellery
sector, capital goods sector, etc.

1.4 Trends in India’s Export & Import since
Independence

India’s foreign trade can be studies with reference to its Export
and Import trade:

1. Export: Export means sale of goods or services by the
resident of one country to the resident of another country.
The export of goods from India is broadly classified into the
following four categories:

Fig. No. 1 Composition of India’s Exports
2. Import: Import means purchase of goods or services by the

resident of one country from the resident of another country.
The import of goods in India is broadly classified into the
following four categories:

1oBhagwati, J.N. and Srinivasan T.N. (1975), “Foreign Trade Regimes and
Economic Development: India”, New York, Columbia University Press.
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Fig. No. 2 Composition of India’s Imports
The Table No. 1 analyses the export and import trade of India

since its independence. It can be seen in the Table No. 1 that the total
exports of India stood at Rs. 716 crore during the period 1951-52
while imports stood at Rs. 890 crore resulting into trade deficits of
Rs. 174 crore, which was 1.7% of the GDP of the country. Due to the
policy of protectionism, India’s export and import trade remained
sluggish in the post-independence period, with exports rising from
Rs. 716 crore in the year 1950-51 to Rs. 6,711 crore in the year
1981-82 and imports from Rs. 890 crore to Rs. 12,549 crore during
the same period. It can be seen that imports rose more rapidly than
exports during this span of 30 years pushing trade deficit to Rs. 5838
crore. This constituted 3.8% of the GDP. In the post 1981-82 period,
there was a sudden jump in exports from Rs. 6711 crore in the year
1981-82 to Rs. 32,553 crore in the year 1991-92, on the eve of
reforms. Imports jumped up equally rapidly in the same period from
Rs. 12,549 crore to Rs. 43,198 crore. The trade deficit in 1991-92
rose to Rs. 10,645 crore, which constituted 2.1% of the GDP during
that year. With imports rising at proportionately higher rate than
exports, India suffered from adverse trade balance. It rose to a
maximum of 4.2% of GDP in the year 1971-72 and then to gradually
fell to 3.8% of GDP in the year 1981-82 and 2.1% in the year 1991-
92. It is during this year that the Government of India initiated
liberalisation, privatisation and globalisation which had significant
impact on India’s foreign trade.
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Table No. 1
India’s Exports, Imports, Trade Balance and Share in GDP

(1951-52 to 2010-11)

Period Exports
(Rs. Crores)

Imports
(Rs. Crores)

Trade
Balance

(Rs.
Crores)

Trade
balance
as a %
of GDP

1951-52 716 890 – 174 1.7
1961-62 642 1122 – 480 3.7
1971-72 1608 1825 – 217 4.7
1981-82 6711 12549 – 5838 3.8
1991-92 32553 43198 – 10645 2.1
2000-01 203571 230873 – 27302 1.4
2010-11 1142649 1683467 – 540818 N.A.

N.A. – Not available.

Source: Economic Survey, Government of India, 2010‐11, p.A-80.

India’s exports and imports experienced a significant growth in
the post-liberalisation period. Within a span of two decades between
1990-91 to 2010-11, exports as well as imports rose by more than 35
times. Some of the sectors in India such as IT sector and gems and
jewellery sector became the drivers of export-led growth of the
Indian economy. Trade balance eased at 1.4% of GDP at the end of
2000-01 which gradually increased due to liberalisation of imports in
the subsequent period to reach peak of 10.1% of GDP in the year
2008-09. It marginally reduced to 8.5% of GDP in the year 2009-10.

 Analysis of Exports
It can be seen that India’s exports have registered a five-to-six

fold increase in the last decade from Rs. 203571 crore in the year
2000-01 to Rs. 1142649 crore in the year 2010-2011. While the
compound annual growth rates (CAGR) of India’s exports (in US
dollar terms) was 8.4 per cent in the 1990s, it increased to 19.5 per
cent during 2000-01 to 2008-09. The resilience of India’s trade can be
seen from the fact that its export and import growth, which fell to 0.6
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per cent as a result of the shock from the 2008 global economic crisis,
rebounded to 35.1 per cent in 2010-11. India not only reached pre-
crisis levels in exports, but surpassed pre-crisis trends in export growth
rate unlike many other developing and even developed countries.

India’s share in global exports also increased from 0.7 per cent
in 2000 to 1.5 per cent in 2010 (1.4 per cent as per WTO). Its
ranking in the leading exporters improved from 31 in the year 2000
to 20 in the year 2010. During the first half of 2011-12, India’s
exports witnessed a high growth of 40.6 per cent. However, since
October 2011 there has been a deceleration in export growth as a
result of the crisis originating in the periphery of the Euro zone area
and spreading to the core economies, resulting in a now evident mild
recession in the Euro area.

Exports registered a high growth of 61.1 per cent in July 2011.
After that growth decelerated to 41.5 per cent, 25.2 per cent, and 18.1
per cent in August, September, and October 2011 respectively. In
November 2011, export growth was negative at – 0.5 per cent but in
December 2011 and January 2012, it was positive but low at 6.7 per
cent and 10.1 per cent respectively. Cumulative exports were at US
$242.8 billion, registering a growth of 23.5 per cent during 2011-12
(April- January). During April-December 2011, the export sectors that
have done well are petroleum and oil products registering a growth of
55 per cent; gems and jewellery 38.5 per cent; engineering 21.6 per
cent; cotton fabrics made ups, etc. 13 per cent; electronics 21.1 per
cent; readymade garments 23.7 per cent; and drugs 21.5 per cent.

2

 Analysis of Imports
India’s imports registered a seven fold increase in the last

decade from Rs. 230873 crore in the year 2000-2001 to Rs. 1683,467
crore in the year 2010-2011. While the compound annual growth
rates (CAGR) of India’s imports (in US dollar terms) were 8.4 per
cent in the 1990s, it increased to 25.1 per cent during 2000-01 to
2008-09. India’s imports that had fell to –5 per cent in 2009-10 as a
result of the shock from the 2008 global economic crisis, rebounded
to 28.2 per cent in 2010-11.

2 Government of India (2012), Press Information Bureau, Ministry of
Finance, March 15.
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India’s share in global imports also increased from 0.8 per cent
in 2000 to 2.2 per cent in 2010 (2.1 per cent as per WTO). Its
ranking in the leading importers improved from 26 in the year 2000
to 13 in the year 2010. The increase in growth of imports in rupee
terms in 2010-11 was due to growth in both volume and unit value
indices. The volume index witnessed a growth of 10.1 per cent in
2010-11, due to the high growth of manufactured goods classified
chiefly by materials (56 per cent), beverages and tobacco (31.1 per
cent), and chemicals and related products (8.9 per cent). The unit
value index of imports registered a growth of 11.2 per cent mainly
due to growth in unit values of crude materials, inedible, except fuels
(23 per cent), mineral fuels, lubricants and related materials (17.1 per
cent), and machinery and transport equipment (10.1 per cent).

3

 Analysis of Trade Deficit
India has been facing the problem of trade deficit since

independence due to excessive imports in relation to exports. India is
the leading exporter of gems and jewellery, textiles, engineering
goods, chemicals, leather manufactures and services. However, India
is poor in oil resources and is currently heavily dependent on coal
and foreign oil imports for its energy needs. Other imported products
are machinery, gems, fertilizers and chemicals. The import bills of
India are more than its exports bills, leading to huge trade deficits.

India’s trade deficit widened considerably during April-
February 2011-12 compared with the corresponding period of the
previous year, owing to subdued export growth coupled with high
imports. Notwithstanding the rupee depreciation, the trade deficit
increased primarily due to a slowdown in global demand, inadequate
pass through of higher global oil prices and the relatively price
inelastic nature of some of India’s imports, viz., gold and silver.
Even the growth in non-oil non-gold imports remained sizeable
despite signs of a slowdown in the domestic economy. Given the
adverse global environment and elevated global crude oil prices,
India’s trade deficit may remain high in near future. A slight moderation
may, however, be expected in imports of gold following the increase in
import duty announced in the Union Budget for 2012-13.

3 Ibid.
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1.5 Composition of India’s Foreign Trade
Over the last six decades, the commodity composition of Indian

exports has changed in the face of structural changes in the Indian
economy. The composition of Indian export has gradually changed
from primary products to manufactured goods and finally to services.

In the late 1970s and early 1980s, the trade regime was based on
a complex system of licensing. India’s trade policy heavily relied on
quotas rather than on tariffs.

4
Imports were regulated through a

licensing system without any policy prescriptions. However, import
licenses allocated reflect two major criteria:

1. The principle of ‘essentiality’, and
2. The principle of ‘indigenous non-availability’.
Thus, the imports, in terms of both magnitude and composition,

were to be permitted only if the firm in question certified to the
government that they were ‘essential’ (as inputs or equipment for
production). Almost all imports were subject to discretionary import
licensing or were ‘canalized’ by the government monopoly trading
organizations. The only exceptions were commodities listed in the
Open General License (OGL) category. The import of consumer
goods was banned (except those that were considered essential and
could only be imported by the designated government agencies).

 Structural Changes in Exports
In the 1950s, agricultural and allied commodities, including

farm processed products dominated the export basket. The share of
these products was 32.75 per cent. The share of agriculture and allied
commodity exports fell steeply from 44.3% of total exports in the
year 1960-61 to merely 8.5% of total exports in the year 2010-11.
The share of ore and minerals also fell from 8.1% of the total exports
in the year 1960-61 to 2.6% in the year 2000-01 and finally rose to
4.2% in the year 2010-11. The share of the manufactured goods in
the total exports was nearly 39 per cent in 1950-51 which composed

4oBhagwati, J.N. and Srinivasan T.N. (1975), “Foreign Trade Regimes and
Economic Development: India, New York, Columbia University Press.
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of cotton piece goods, gunny bags and gunny clothes. These were
basically agriculture-based products. In 1960-61 the share of
manufactured products increased to 45.3 per cent and prior to
economic reforms in 1990-91 it went up to 72.9 per cent and reached
its peak in 2000-01 to 78 per cent; thereafter downward trend was set
in and it reduced to 68.9 per cent in the year 2010-11. The share of
chemicals, dyes, pharmaceuticals, gems and jewellery, iron and steel,
machinery, transport equipment, electronic goods and clothing
products increased, both in the total exports and in the world exports.
However, the share of manufactures of metals declined in total
exports but enhanced its share in world exports. Crude and petroleum
products entered in substantial proportions in 2000-01 and reached
17.3 per cent of the total exports in 2010-11. The share of gems and
jewellery has increased considerably in India’s exports from mere
0.2% in the year 1960-61 to 16.6% of total exports in the year 2000-
2001 to fall marginally at 14.9% in the year 2010-2011. These trends
can be seen in the Table No 2.

Table No. 2
Composition of India’s Exports since Independence (%)

Commodity Groups 1960-61 1990-91 2000-01 2010-11

Agriculture & Allied
Products

44.3 19.5 13.5 8.5

Ores and Minerals 8.1 4.4 2.6 4.2

Manufactured Goods
Gems and Jewellery

45.3
0.2

73.0
16.2

78.0
16.6

68.9
14.9

Crude & Petroleum
Products

1.1 2.9 4.2 17.3

Other unclassified Items 1.2 0.2 1.7 1.2

Total 100.0 100.0 100.0 100.0

Source: Compiled from the various issues of Economic Survey of
India, Government of India.
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 Structural Changes in Imports
India’s imports were broadly classified into bulk and non-bulk

items. The product groups such as food and allied products, fuel,
ores and metals, fertilizers and paper, paper board and pulp are
included in the bulk category and the rest of the items are included in
the non-bulk category. In 1960-61, the share of bulk items in total
imports accounted for 50% which fell down to 44.5% in the year
1990-91. It further fell down to 39% and rose to 52.5 in the year
2010-2011. The main reason for the rise in value of bulk items in
India’s import basket is the rise in international oil prices. The
liberalization episode did not dramatically alter the bulk imports
although there was decline in other items of imports, namely food
and allied products and fertilizers. Many of the restricted and
canalized items were removed from quantitative restriction lists.
Bulk items still comprise the main proportion of the national import
bill. The crude oil production has increased in India after 2001-02.
Its contribution is less than 18 per cent of domestic consumption.

Table No. 3
Composition of India’s Imports since Independence (%)

Commodity Groups 1960-61 1990-91 2000-01 2010-11
Food & allied products 19.1 2.3 2.7 3.2

Fuel 6.2 25.0 31.0 33.2

Ores and metals 15.2 11.0 2.6 14.1

Fertilizers 7.9 4.1 1.3 2.4

Paper, board and pulp 1.6 2.1 1.4 0.6

I. Total (Bulk Item) 50.0 44.5 39.0 53.5

Capital goods 31.8 24.2 11.0 13.1

Others:
Pearls & precious stones
Gold and silver

18.2
(0.6)

(N.A.)

31.3
(8.7)

(N.A.)

50.0
(9.6)
(9.2)

33.4
(7.7)
(8.1)

II. Total (Non-bulk Item) 50.0 55.5 61.0 46.5

(I + II) Total Imports 100.0 100.0 100.0 100.0

Source: Compiled from the various issues of Economic Survey of
India, Government of India.



India’s Foreign Trade with Reference to Gems and Jewellery Sector 13

1.6 Analysis of Exports from Gems &
Jewellery Sector of India

Gems and Jewellery has become an important component of
India’s foreign trade. It is an important emerging sector in the Indian
Economy. Ranked among the fastest growing sectors, it is also a
leading sector for foreign exchange generation. The gems and
jewellery industry is very much fascinating being traditionally
glamorous and artistically modern. It employees and engages
millions; covers wide range of activities such as raw material
procurement from far flung Africa, Australia, Canada and Russia,
and transforming these into products in demand with the skills
available in China, India, Italy and Turkey for the sophisticated
markets in the USA, Europe, Far East, Middle East and Asia.

The Gems and Jewellery industry in India is structured as
diamonds, jewellery and precious and semi-precious stones. These
segments are further divided into sub-segments. The following
diagram indicates the structure of gems and jewellery sector and
various sub-segments operating under the umbrella term.

1. Diamond: Diamond is the main constituents of the Gems
and Jewellery trade of India. India mainly imports rough
diamonds from other countries and processes and re-exports
them. In recent years, the domestic demand for cut and
polished diamond has increased. In 2010-11, the export of
cut and polished diamonds was US$ 28221 million as
compared US$ 18244 million during 2009-2010, recording a
growth of 54.68 per cent.

2. Gold Jewellery: Gold has always been the jewellers’
favourite metal given its intrinsic lustre and ease of
fabrication. Gold jewellery enjoys the leading position in
most markets across the world, and in many ways forms the
backbone of the precious jewellery industry. Export of Gold
jewellery also grew in 2010-11, registering US$ 12702
million as compared to US$ 9679 million in 2009-10. A
growth of 31.237 per cent was recorded.

3. Coloured Gemstones: Coloured gemstones include all other
forms of jewellery; precious gemstones such as emeralds,
sapphires, rubies and tanzanite and semi-precious gemstones
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like pearls. Export of coloured gemstones was registered at
US$ 315 million in 2010-11 as compared to US$ 287
million in 2009-10, showing a growth of 9.76 per cent.

Among the various components of gems and jewellery exports
from India, cut and polished diamonds constitute a major segment.
Export of cut and polished diamonds constituted 66% of the total
exports from Gems and Jewellery sector during the financial year
2010-2011. The industry is highly fragmented and unorganised,
making it difficult to track trends in supply, demand and global trade.

 Trends in Exports of Gems and Jewellery vis-a-vis
Total Merchandise Exports from India (2001-02
to 2011-12)
Gems and jewellery and diamonds are a part of Indian

civilisation since long. The significance of the gems and jewellery
industry in the Indian economic scenario is a development of the last
four decades. The industry has registered a remarkable growth over
the last four decades. The exports from gems and jewellery sector
grew from just US$ 28 million in 1966-67, representing a 3 per cent
of total merchandise exports of the country, when the Gem and
Jewellery Export Promotion Council (GJEPC) was established, to
US$ 46957 million in F.Y. 2011-12, contributing 15 per cent of the
total exports, making it a significant foreign exchange earner for the
country. The industry is a truly global one, with both suppliers and
buyers from many different countries. The UAE (25 percent), Hong
Kong (35 percent) and USA (14 percent) are among the major buyers,
while Belgium, which accounts for 21.55 percent of all imports of
raw materials, is by far the major supplier.

The Table No. 4 analyses the share of gems and jewellery sector
in total merchandise exports of India during the period ranging from
F.Y. 2001-2002 to F.Y. 2011-2012. The export of gems and
jewellery sector stood at US$ 7306 million in the F.Y. 2001-2002 in
the total merchandise export from India which stood at US$ 43827
million during the same period. The gems and jewellery sector
contributed almost 16.67% of the total merchandise exports of the
country in the year F.Y. 2001-2002. This proportion has remained
more or less same till the F.Y. 2005-2006. During the F.Y. 2006-
2007, the share of gems and jewellery sector in the total merchandise
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exports of the country fell to 12.64% and further to 12.07% in the
F.Y. 2007-2008. This was due to the failure of major banks in the US
and the debt crisis in the European economy.

Table No. 4
Percentage Share of Gems and Jewellery Exports in the Total

Merchandise Exports of India (2001-02 to 2011-12)

Year Export of Gems
& Jewellery

(US$ in Million)

Total Merchandise
Export

(US$ in Million)

% Share
in Total
Exports

2001-02 7306 43827 16.67%

2002-03 9030 52719 17.13%

2003-04 10573 63843 16.56%

2004-05 13762 83536 16.47%

2005-06 15529 103091 15.06%

2006-07 15983 126414 12.64%

2007-08 19692 163132 12.07%

2008-09 28411 185295 15.33%

2009-10 29081 178751 16.27%

2010-11 40508 251136 16.13%

2011-12 (P) 46957 304624 15.41%

Source: Compiled from the annual reports of GJEPC, 2001-2002 to
2011-2012.

The exports from gems and jewellery sector again bounced back
in the F.Y. 2008-2009 to reach US$ 28411 million as against the
total merchandise export of India which stood at US$ 185295 million,
thus contributing 15.33% of the total merchandise exports of the
country. In the following years, the export of gems and jewellery not
only retained but strengthened its position to contribute 16.27% of
the total exports of the country in the F.Y. 2009-2010, 16.13% in the
F.Y. 2010-2011 and 15.41% in the year 2011-2012.

Observation: The share of gems and jewellery sector exports in
the total merchandise exports from India has remained more or less
stable at 15% during the last decade with some variations between
the F.Y. 2006-2007 to F.Y. 2008-2009.
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 Analysis of Average Annual Growth in Exports of
Gems & Jewellery Sector vis-a-vis Merchandise
Exports from India: (2001-02 to 2011-12)
The Table No. 5 analyses the average annual growth rate of

exports of gems and jewellery sector from India vis-a-vis average
annual growth rate of total merchandise exports from India. It can be
seen that the export of gems and jewellery from India has grown
consistently over the last decade at a variable rate. During the last
decade, the export of gems and jewellery sector has increased 5.5
times while the export of total merchandise exports from India has
increased by 6 times. Thus, it can be said that the export of gems and
jewellery sector has successfully kept a pace with the rising exports
of the country.

During the F.Y. 2002-2003, the export of gems and jewellery
has increased by 23.59% over its previous year which is more that
the annual average increase in merchandise exports of India which
was 20.29% during the same period. During three F.Y.s from 2003-
2004 to 2005-2006, the exports of gems and jewellery has increased
at a constant rate of 16% p.a., as against total merchandise exports at
approximately 25% p.a. In the F.Y. 2006-2007, the average annual
growth rate of export of gems and jewellery sector fell to mere
2.93%, although the annual growth rate of total merchandise exports
sustained at 23%. The reasons for this sharp fall in average annual
growth rate of gems and jewellery sector was the failure of some
reputed companies and banks in the US and reports of debt crisis in
the European economy.

Table No. 5
Average Annual Growth in the Exports of Gems and Jewellery

Sector vis-a-vis Total Merchandise Exports of India
(2001-02 to 2011-12)

Year Export of
Gems &

Jewellery
(US$ in
Million)

% Growth
over

Previous
F.Y.

Merchandise
Export
(US$ in
Million)

%
Growth

over
Previous

F.Y.

2001-02 7306 - 43827 -
2002-03 9030 23.59 52719 20.29
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2003-04 10573 16.56 63843 21.10

2004-05 13762 16.47 83536 30.85

2005-06 15529 15.06 103091 23.41

2006-07 15983 2.93 126414 22.63

2007-08 19692 23.20 163132 29.05

2008-09 28411 44.28 185295 13.59

2009-10 29081 2.36 178751 – 3.53

2010-11 40508 39.30 251136 40.50

2011-12 46957 15.92 304624 21.30

Source: Compiled from the annual reports of GJEPC, 2001-2002 to
2011-2012.

In the F.Y. 2007-2008, the annual average growth rate of
exports of gems and jewellery sector revived at 23.20% and the total
merchandise exports at 29%. In the F.Y. 2008-2009, although the
total merchandise exports from India fell drastically at 13.59%, the
export of gems and jewellery sector jumped up by 44.28%. In the
F.Y. 2009-2010, the total merchandise exports of India grew
negatively by 3.53% but the export of gems and jewellery sector
managed to grow by 2.36%. The impact of crisis in the USA and the
European economy can be clearly seen on both total exports as well
as export of gems and jewellery sector during this period. However,
the revival package announced by the Central governments and the
efforts of the Indian government to revive exports led to revival to
exports in the F.Y. 2010-2011, with the gems and jewellery exports
rising by 39.30% and the total merchandise export by almost the
same rate at 40.50%. In the F.Y. 2011-2012, the average annual
growth rates of gems and jewellery exports and total merchandise
exports of India stabilised at 16% and 21% respectively.
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 Correlation between Average Annual Growth in
the Exports of Gems and Jewellery Sector vis-a-
vis Total Merchandise Exports from India: (2002-
03 to 2011-2012)
X = Average Annual growth Rate of Export of Gems and

Jewellery Sector
Y = Average Annual growth Rate of Total Merchandise Exports

from India
Table No. 6

Correlation between Average Annual Growth of the Exports of
Gems and Jewellery vis-a-vis Total Merchandise Exports of

India (2002-03 to 2011-12)

Year % Growth
over
Previous
F.Y.*(X)

% Growth
over
Previous
F.Y.*(Y)

XY X2 Y2

2002-03 24 20 480 576 400

2003-04 17 21 357 289 441

2004-05 17 31 527 289 961

2005-06 15 23 345 225 529

2006-07 3 23 69 9 529

2007-08 23 29 667 529 841

2008-09 44 14 616 1936 196

2009-10 2 – 4 – 8 4 16

2010-11 39 41 1599 1521 1681

2011-12 16 21 336 256 441

Total 200 219 4988 5634 6035

*rounded off to nearest unit.
Source: Compiled from the annual reports of GJEPC, 2001-2002 to
2011-2012.

Karl Pearson’s Coefficient of Correlation
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Interpretation of the results: It can be concluded that there is a
weak positive correlation between average annual growth rate of
export of gems and jewellery and average annual growth rate of total
merchandise exports from India.

Observation: It is observed in the above analysis that the
average annual growth rate of export of gems and jewellery from
India is independent of the average annual growth rate of
merchandise exports. This is clearly reflected in the years of the US
and the European financial crisis.

1.7 Components of Export of Gems and
Jewellery from India during 2001-02 to
2011-2012

The gems and jewellery sector consists of export of the
following 10 items in its ambit:

1. Cut and polished diamonds.
2. Coloured gem stones.
3. Gold jewellery.
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4. Pearls.
5. Silver jewellery.
6. Synthetic stones.
7. Costume fashion jewellery.
8. Sales of above items to foreign tourist.
9. Export of Rough diamonds.

10. Rough stones and pearls.
Among these, cut and polished diamonds, coloured gem stones,

gold jewellery and rough diamonds are the major contributors.
Therefore, the researcher has considered the above four items in his
analysis.

The Table No. 7 analyses the export of gems and jewellery
sector from India during the period from 2001-02 to 2011-2012. Cut
and polished diamonds, coloured gem stones, gold jewellery and
rough diamonds are the four major components of export basket of
the gems and jewellery sector. It can be seen in the above table that
cut and polished diamonds constitute a major contributor to the
export of gems and jewellery sector. Of the total exports of gems and
jewellery sector during the F.Y. 2002-2002 to 2011-2012, 63.38%
has been contributed by the export of cut and polished diamonds
alone. This itself highlights the significance of diamond processing
industry in India.

Table 7
Components of Export of Gems and Jewellery from India

(2001-02 to 2011-2012)

(in US$ in Million)

Year Cut &
Polished

Diamonds

Coloured
Gem

Stones

Gold
Jewellery

Rough
Diamonds

Total
Exports

*
2001-02 5982 183 1169 142 7569

2002-03 7105 192 1512 241 9162

2003-04 8603 178 2666 533 12112

2004-05 11163 193 3784 357 15658

2005-06 11831 234 3882 566 16701
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2006-07 10910 247 5209 565 17159

2007-08 14205 276 5562 567 20921

2008-09 14804 261 8746 776 24894

2009-10 18244 287 9679 744 29442

2010-11 28221 315 12702 1137 43048

2011-12 23330 343 16517 1773 46957

Total 154398
(63.38%)

2709
(1.11%)

71428
(29.32%)

7401
(3.04%)

243623

*Total export includes export of all the constituents of gems and
jewellery sector.
Source: Compiled from the annual reports of GJEPC, 2001-2002 to
2011-2012.

Considering the major contribution of the cut and polished
diamonds in the total exports from the gems and jewellery sector, the
researcher has selected analytical study of diamond trade of India
under the title:

“Diamond Trade of India”
Observation: It is observed in the above analysis that the cut

and polished diamonds constitute the major part of the exports from
the gems and jewellery sector of India. Cut and polished diamonds
consist of more than 50% of the total exports from gems and
jewellery sector from India in the year 2011-2012.
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