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1. INTRODUCTION: 

 The gems & jewellery sector plays a very important role in the Indian economy and contributes 6% to 7% to 

the country's GDP. Diamond and gold are the two major components of the gems and jewellery basket others being 

precious and semi-precious coloured stones, synthetic stones, silver and pearls. In India, gold comes next to god. Indians 

are gold crazy and the love is passed on from generation to generation along with the physical gold itself. The Indian 

gold industry caters to the need of both, the domestic as well as international market.  

  

2. NEED FOR THE STUDY: 

 The industry is globally popular for its talented craftsmanship. The gold industry is socially and economically 

important for the country. It provides large scale employment and earns foreign exchange for the country. The value 

addition in the industry is estimated at about rupees 1,00,000 crores. But increase in demand increases import as the 

domestic production is almost negligible and this drains foreign exchange. It is a paradox that in spite of increase in 

gold prices, the demand does not fall proportionately. 

 

3. REVIEW OF LITERATURE: 

 Researcher has reviewed research papers, reports, news paper and magazine articles  related to the study. 

Shankar Isha and Shukla S.K, (September, 2017),in their research paper titled “A study of gold jewellery market in 

India” discussed various reasons for high gold demand in India. India is the world’s second largest consumer of gold 

after China holding  18,000 tonnes of above ground stock. They mentioned that the gold jewellery market is still 

dominated by the unorganised sector. Gold is considered as the most liquid, safe and prestigious asset in India. 

Gold prices are influenced by demand, inflation, interest rate and currency rate. 

Sharma Minakshi and Das Krishna N, (February, 2015), in their post mentioned that India buys 800 to 1000 tonnes 

of gold every year. They mentioned that the finance minister Mr. Arun Jetley announced gold deposit scheme to utilise 

20,000 tonne of gold which was lying unutilised since many years with household and temples. A sovereign bond 

scheme was also introduced but the import duty on gold was kept at 10% to cut import of gold.  

Bhave Ritika, (October 2014), in her article mentioned that Indians buy gold due to variety of reasons. Indians are mad 

about gold. Gold has a special meaning for all ages in India. It is inseparable part of Indian life style. It is safe heaven 

during times of needs. Indian cultures and traditions changed a lot over a period of time but buying gold on but buying 

gold on important occasions like birth, marriage is not changed. 

 

4. DISCUSSION AND RESULT: 

a) Demand Drivers:  

 In India gold is like a culture. It is loved equally by all Indians, rich or poor, male or female, educated or 

uneducated, rural or urban, salaried or businessmen. It is a custom to buy gold on occasions like child birth, marriages, 

anniversaries and festivals. There are certain auspicious days like ‘Akshay Tritiya’ and ‘Dhanteras’ when buying gold 
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is a tradition. Gold is in high demand for consumption purposes and investment purpose. . As per a study conducted by  

FICCI investment demand for gold bars and coins increased by a CAGR of 43% during the period 2005-12 and that of 

jewellery by 22%. Consumption demand increased by a CAGR of 23% during the same period.   

Table 1 -   Demand for gold and gold prices 

Year Gold Demand (Tonnes) Price of Gold 

 Average Price per 10 gm (Rs.) 

2013 959 29,600 

2014 833 28,000 

2015 857 26,300 

2016 666 28,600 

2017 454 29.600 
                *Source: World Gold Council  

 Consumption Demand: 

 Major proportion of gold is used for making jewellery. Gold jewellery is the most popular form of jewellery in 

India. It is a part of Indian culture. Indian families keeps on buying gold in small quantities on regular basis to convert 

it either in ornaments or to cash it at future date. Indian women always wear some jewellery regularly like earrings, nose 

pin, bangles, chain, mangalsutra etc. A large number of men also wear jewellery. Women have different jewelleries for 

casual and occasional purposes. During occasion and weddings, a large number of ladies are adorned with gold 

jewellery. It is ancestral and passed on to the next generation. Though there are changes in the type of designs, still it is 

an integral part of Indian life style. There is a shift from heavy plain gold jewellery to light weight diamond studded 

gold jewellery but jewellery is a must item in wish list of females. With rise in the level of education and number of 

working women, the demand for jewellery is like to increase only in future also. Indians also offer gold ornaments to 

god and goddesses as a symbols of devotion and love. Gold jewellery is also considered as the best gifting option on 

occasions like wedding, birthdays, anniversaries.       

 Investment Demand:  

 Indians believe in savings to meet future expenses or any unforeseen situation. Gold is the best and easily 

acceptable investment to Indians since generations. Investment directly depends on income. Due to increased level of 

income, savings also increased. So investments in all classes of financial assets like bank and post office deposits, 

insurance, mutual funds, stock market, real estate have increased and so demand for gold also increased. It is estimated 

that with an increase of 1% increase in gross national per capita income, the investment demand for gold rises by 1.1%. 

Again cultural factors like festivals also influence the gold demand as people buy gold on such events considering it 

auspicious. Investment demand for gold is important in India as it accounts for 45 percent of total market demand. Again 

from investment demand, 57 percent from bars and coins and the rest comes from jewellery. 

Table 2 – Investment Demand for Gold 

Year 
Physical Bar Investment (Tonnes) Medals and Coins (Tonnes) 

India World India World 

2013 265.8 1443.9 96.3 103.8 

2014 109.8 885.8 70.8 77.4 

2015 124.2 876 66.6 73.4 

2016 87.6 786.6 45.8 52.1 

2017 93.9 779.5 59.1 64.7 
          *GFMS Gold Survey, 2018 

 Industrial Demand:  

 Gold is a metal which has multiple uses. Apart from being used for making ornaments and investment, there 

are many industrial uses as well.  It is used in electronic gadgets like computers, laptops. It is used in dentistry and in 

making surgical instruments. It is used in space vehicles as well. Gold plated articles and god idols are very popular 

gifts in India.   

 

b) Sources of Supply: 

 Mining & Recycling: 

Mining and recycling are the two major sources of gold supply. Gold mining in India is carried out at Hutti, Uti and 

Hira-Buddini mines in Karnataka and the Kundkocha mine in Jharkhand. Mine supply is very negligible compared to 
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ever increasing gold demand. Recycling also has a limited scope as people do not prefer to sell gold except in the worst 

crisis. As per survey conducted by Gold Fields Mineral Services in 2016, India produced only 1.3 tonnes of gold. 

 Import of Gold: 

 Gold is an important raw material for the entire gems and jewellery industry. If export of gems and jewellery is 

to be boosted, demand for raw material will also increase. Since domestic supply from mining and recycling is almost 

negligible, the country has to depend on imports. Besides this investment demand adds to the import of gold.  

Table 3 - Import of Gold 

Year Import of Gold Bars(Value US $ in millions) 

2013-14 5,663 

2014-15 5,468 

2015-16 4,184 

2016-17 4,291 

2017-18 5.854 
                                           *Source: GJEPC 

c) Measures to control import of gold: 

 Gold is the second largest component of India’s import after crude oil. Majority of the gold is imported in the 

form of gold bars. As the demand increases, import increases. This drains the country’s foreign exchange widening the 

current account deficit. The government considers gold imports as the major cause for the adverse balance of payment. 

So the import duty is increased from time to time to control and reduce gold imports and thereby to correct current 

account deficit. In 2011-12, import duty was fixed at 2% which was the increased to historic high to 10% 2013-14. The 

government also introduced 20:80 rule where importers need to export at least 20% of the gold though the rule was 

abolished in 2014-15. Again in the Union Budget 2019, the import duty is hiked to 12.5%. Again gold can be imported 

through nominated agencies only like MMTC (Metals and Minerals Trading Corporation of India) and authorised banks. 

Import duty hike makes the metal expensive in domestic market but it is available at cheaper rates in neighbouring 

countries. This increases unofficial import or smuggling of gold. This also adversely affects the gold jewellery industry 

for which gold is the main raw material.    

 

d) Export of Gold: 

 The steps taken by the Indian Government to liberate the sector in the 1990's is one of the main reasons for the 

growth and development of this sector. The liberalization also resulted in transition from the unorganised to a more 

organised sector with greater transparency and adaption of higher quality and design standards. India exports gold in 

the form of jewellery as Indian jewellery commands high demand in the international market due to its excellent 

craftsmanship. About 50 per cent of jewellery exports are of plain gold jewellery sets or chains made in Mumbai, Kolkata 

and other cities from Southern India and exported mainly to UAE, Hong Kong and Singapore. Around 30 per cent are 

in the form of diamond studded gold jewellery mainly manufactured in Mumbai and exported to US, UAE and Hong 

Kong. Balance 20 per cent precious and semi-precious gem jewellery manufactured in western Indian states like 

Rajasthan and Gujarat and exported to UAE and UK.   

Table 4 - Export of Gold Jewellery 

Year Export of Gold Jewellery(Value US $ in millions) 

2013-14 8,367 

2014-15 9,904 

2015-16 8,557 

2016-17 8,722 

2017-18 9,673 
                                      *Source: GJEPC 

5. RECOMMENDATIONS:  

 100% Foreign Direct Investment (FDI) is allowed in the sector but the sector is unable to attract its share. Measures 

should be taken by the government to increase FDI flow to the sector. 

 Alternative financial products should be developed to divert investors. The product should deliver the same return 

that investors get by investing in physical gold. This will reduce investment demand for gold and thereby will help 

to reduce imports.  

 Indian temples hold tonnes of gold which is remaining ideal since years. Special schemes should be developed for 

the temples to bring the gold in to system. This will have great impact on gold supply. 
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 India is always follows technology developed in other countries. Research should be promoted to come up with 

innovative methods of improving quality and reducing wastages.  

 Indian handmade jewellery is unique. It is difficult to produce handmade designs in machines. So Indian handmade 

jewellery should be promoted at international levels. 

 Hall marking mechanism should be made strong to protect consumers and to improve quality and credibility of gold 

jewellery in international markets. 
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