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SUMMARY

The gold jewellery industry of Bangladesh is one of the oldest
industries of the country. The artisans of this industry have
a iong reputation as producers of the finest quality gold
ornaments and jewellerins,

Gold Jewellery industry in Bangladesh is a highly labour inten-
sive industry which employs about 2-3 lakhs of artisans and a
large number of labour for carrying out the retail trade in the
local markets. The industry's investment-employment ratio is the
lowest compared with many ot:er industries.

Though it is one of the oldest industries in the country it has
not develoned to its desired potential because of certain limita-
tions which involved the non availability of gold to the business,
financial support and a local market. As a result the industry has
not developed in the area of technology, production process, desi-
gning and innovation of jewellery products.

The major constraiuis faced by th- Jewellery industry in Bangladest
is the supply of gold which is banned from import. Apparently
whatever gold is available to the jewellers and artisans comes
mostly from the customers who bring their ornaments for transfor—

maption of designs.

The state of technology has become not only out dated but also
inadequate as far as the nroduction process, tools, accessories
and chemicals are concerned. The main tasks in the making of
jewelleries are performed with hands using only a few time old
hand tools. As a result the process does not help in overcoming
some quality problems which could have taken care of through
improved process. The experience of the retail jewellers and
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artisans in jewellery business ranges between 3 to 30 years.
About 50 percent of them have been in the retail trade for
3 to 10 years. The major custoners of gold jewelleries in
Bangladesh include regular customers, wedding parties and

foreigners.

While design changes play a significant role in the Jjewellery
industry the sources of design changes are quite limited and
include mostly the artisans' own imagination, as well as those
provided by the customers. The products involve those with
oriental designs and include such products as chains, necklaces,
earrings, rings, bracelets and anklets etc. The Jjobs are per-
formed in such a way that in finishing a particular jewellery
item it has to involve quite a few hands and as such no one
specializes in any complete item, but they specialize in specific

operations.

The Jewellers in Byngladesh have never been in exvort business
and as such none of them has any experience of export. A large
section of the jewellers interviewed indicated that the govern-
ment policy in this sector poses a major constraint in the area
of growth and development of local markets as well as in the
export of gold jewelleries from the country. However, a large
proportion (about 80%) indicated their desire to be in the export
business if the desired assistance in the form of supply of gold,
tools and accessories, finances, marketing information are

provided to them.

. Finance has been indicated by some as a major constraint, next

to the supply of gold by many. In the absence of any institutional
finances these retailers have to depend solely on the funds avail-
able from family sources, friends and profits from their business.
Further they also indicated that the taxes levied by the govern-
ment as well as the rules and regulations imposed on this trade

deters the pursuance.
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Under the present circumstances the growth and development

of gold jewellery have not much prospect in the local markets.
However, opening up of exnort chgnnels in this sector may help
the industry to grow as a result of naving a broader profitable
market. The export trade in gold jewelleries will not onl: help
in the earni:g of valuable foreign ekcnange for the country but
also weculd prcvide the secrity of jobs for the already employed
£-3 lakhs o: artisans in this sector.

A review of the secondsry dats on the demnnd for gold jewelleries
in selected export markets indicates that there exists a great
potential for exportim; gold jewelleries of both machine mnade and
rand crafted. The volume of exports in thece countries has been
shoving a rersistently increasin upward trend. PFor ex:zmple
imvortes of bubei, » u Dhabi during 197 to 1983 increased from

US 2 4.736 million, Uo # 3.759 mi'lionn to U3S ¥ 85 million and

US ¥ million respectively and in case of Laudi srabia tic rise
was from US 4 271.41 million to Us 4 696.14 million.

The principal exrorters to -iLese markets are Italy, india,
Hongkong, lebanon snd witzerland. India exported gold jewelleries
worth Us % 72 million during 1984-85 and with the introduction of
the gold replenishment scheme she expects to incrense her gold
jewellery exnort to US ¥ 170 million by 1986-87.

Ban-ladesh has in the recent monihs announced a gold Jjewellery
ex ort scieme which provides for the su ply of gold under any
one of the following schemes viz., golcd replenisnwent scheme and
the advance suppl: oI (old bars from the importers. The scheme
also provides for import of tools, accessories snd c:emicals
to be used in the production of gcld jevelleries wnich hitherto
have been prohibited from imrort. Thesc facilities will, however
be availabl~ only to those who will be rarticinsting in exnort
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" trade under the proposed scheme. But before the scheme can be
operationalized there are certain important and pertinent issues
which have come out through the present study which need to be

resolved first.

Since the jewellers have so far operated in the local markets
and have no experience and knowledge of export before launching
the scheme for exporting gold jewelleries these jewellers would
need some information about the production processes of the
exporting countries, expertise and training in using the tools
and accessories in producing jewelleries of exportable standard
and knowledge about designs of jewelleries currently in vogue in

the importing countries markets.

Finally in order to make a successful inroad into the importing
countries markets and to face the competition from the already
established exporting countries a marketing starategy appropriate
in terms of design, quality, volume and promotion of Bangladeshi
jewelleries has to be developed before launching the export of

gold jewelleries from Bangladesh.



INTRODUCTION

Background

This study was undertaken at the initiative of MIDAS as

a part of its scheme to help promote the growth of small
industries sector in Bangladesh - to determine the present
status and the feasibility of exporting 'Gold Jewellery'.
Since the markets in the Middle East have been showing a
steady increase in their imports of g>ld jewellery over the
last few years it is considered that the jewelleries from
Bangladesh have a great potential for exmorting to thise

markets.

Bangladesh is one of the countries in South and South East

Asia which is traditionally known as producer of finest quality
gold ornaments and Jjewelleries. The artisans who have long exp-
erience in making the finest Jjewelleries once are still availa-
ble in most areas within the country. Though the industry had
never had the opportunity to grow to its fullest potential bec-
ause of certain obvious reasons e.g., the non-availability of
raw material through import, poor socio-economic status of arti-
sans and a small locsl market etc. it still has the potential to
grow rapidly if it could be organized through systematic and

planned approaches.

In April, 1981 a team comprising the officials of the Export
Promotion Bureau and revresentativ:s of the local gold jewellery
trade visited Dubai and Abudhabi in connection with Export Fair
held there. It was felt by the team during their visit that

there exists a demand for the kind of jewelleries that Bangladesh
exhibited in the fair in the country concerned and that there
exists a potential for exporting gold jewelleries in that market.
The feeling of the team was, however, based on their discussions

with the local gold jewellery importers.



In 1985 during the month of July another team consisting of
officials of the Export Promotion Buresu, Bangladesh Bank
along with a representative from gold jewellery trade visited
three Middle East countries viz., Dubai, Abu Dhabi and the
Kingdom of Saudi Arabia. The team undertook an exploratory
study of these markets in order to determine the feasibility
of exporting «old jewellery from Bangladesh. The team were
supposed to visit India, Pakistan and Thailand in order to
gtudy the production processes ot these exporting countries
which for some reason could not take place. The members, however,
recommended that there exists a great potential for the export
of gold jewelleries from Bangladesh.

In 1985 Bangladesh Bank for the first time formulated a scheme
outlining the guidelines and procedures for exporting gold jewell-
eries from Bangladesh titled as "Jewellery Export Scheme".

Information available from the published sources (ITC bulletins)
end the tour notes of the earlier teams which visited the import-
ing countries indicate that many Asian countries like India,
Pakistan and Hongkong have already made significant inroads

in those countries and have captured large share of markets. For
example, India's total value of gold jewellery exported to these
market in 1984-85 amounted to US $ 72 million.

Since the quality of workmanship, design and style of jewellery
from these countries resemble that of jewelleries manufactured
in Bangladesh it is assumed that there exists a good potential
for the export of gold jewelleries from Bangladesh to these

countries.

The main focus is still on the markets in the Middle East
countries and as such no other countries have come under
consideration of those parties who are considering seriously



the possibility of importing gold jewellery from Bangladesh.
To start with, Bangladesh desires to make an entry into the
markets which still predominantly import gold jewelleries
rather than artificial jewelleries, Further, the competition
in the Middle East countries is still considered not that
severe for Bangladesh to make an access into the markets

of these countries.

Of late Bangladesh has,through confiscation acquired the owner-
ship of gquite a sizeable amount of gold which were brought by
individuals illegally into the country.

This gold, as both the Bangladesh Bank and Export Promotion
Bureau officials consider, & can be profitably utilized as
initial suwvply of gold to manufacture gold jewellery for export.
It may be mentioned here that Bangladesh does not import gold.
But in the scheme for export of gold jewellery provisions have
been made to import gold for the purpose of export of gold
jewellery.

The export policy for 1984-85 identified jewellery as one of

the new exnort products for development. Development of this
subsector, however, would need an assessment of the present
status of the industry, its production process, availability

of raw materials, marketing and distribution channels etc.
Moreover this is a subsector of small industries which because

of the nature of the raw materials as well as finished goods

will have to undergo the strictest control and supervision of

the government agencies. Rules of business will have to be formu-
lated, enforced and implemented by the government itself.

As far as other developments are concerned the government as a
sequel to the framing of the gold jewellery ex;ort scheme has
constituted a committee with members from Bangladgsh Bank,‘
Export Fromotion Bureau, Sonali Bank and National Board of
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Revenue to oversee the formulation, announcement and opera-
tionalization of the jewellery exnort scheme. Another committee
titled "Appraisal Committee" has been provided under the above
scheme and the committee has been formed by the Export Promotion
Bureau consisting of the members from customs valuation depart-
ment, lxoort Promotion Bureau, Jewellery Association, Bangladesh
standard Institution, Bangladesh Council of Scientific and
Industrial Research, Engineering University for assessment of

value of jewellery.

But the aspects like formulation of a policy of export,

gselection of exporters, development of a marketing strategy

as well as study of the production process to support the export
from Bangladesh are yet to be developed and finalized. This report
is a study on the present status of gold jewellery industry in
Bangladesh and on its growth potemtial and the feasibility of
exporting gold jewellery from Bangladesh.

Objectives 0f The Study

The main objectives of this study, therefore, are :

1, To identify those who constitute the Gold Jewellery
Industry sub-sector in Bangladesh i.e., the manufacturers,
wholesalers, retailers, the artisans, and the consumers
including their present statuc of business, demographic

and socio-economic status, etc;

e To identify the potential opportunities for growth in
the domestic as well as overseas markets;

3. To identify the constraints to growth involving supply
and availability of raw materials including finding out

markets locally and abroad;
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4, To identify the status of current production process and
technology of production used and possible options

available;

5. To examine the Scheme for Export of Gold Jewellery
recently formulated by the Bangladesh Bank in so far as
the same is effective in supporting the export of gold

jewellery;

6. To identify *he attitude of those involved towards this
industry and its growth and development.

The present study is confined within the gold jewellery
industry in Bangladesh and the importing countries in the

Middle East.

The study attempts to look specifically at the production

and distribution of gold Jjewelleries within the country. Invest-
igation about the nature and characteristics of the importing
countries markets e.g., supply and demand for gold jewelleries,
consumers preferences, competitors in the markets etc. are also
covered, particularly within the selected Middle East countries.

The study is further restricted to the investigation of gold
jewellery and precious and semi-precious stones as well as

pearls but not the srtificial jewellery and diamonds which
constitute a substantial part of the total export of jewell-

eries of many exporting countries.

The scope oi investigation on the demand side and market chara-
cteristics of importing countries include informatisn from
published sources and consists of secondary data only. Actual



on the spot study of the markets as was undertaken by the teams
which visited those markets during the early part of this
year consititute the bulk of the information in this regard.
The study therefore, is confined within particular area and
specific aspects of gold Jjewellery industry in Bangladesh and
markets in the Middle lBast.

Tne data required for this study were collected by employing
field survey and desk research covering both primary and
eocondéry sourcess. The methods and technigues used were as

follows

1. Desk Audit

Involving search of information from published sources
such as bulletins, brochures, journals, trade notes etc.
of International Trade Centre (ITC), Export Promotion
Bureau (EFB), Bangladesh Bank, Jewellery Associakion of
Bangladesh, the Gem & Jewellery lxport Promotion Council

of India etc.

2. Market Survey

a. Interview of members of Bangladesh Jewellery Association
using structured questionnaire on the current status of
the industry, the policies pursued and practices followed
etc. by the Asnociation.

b. Interview of jewellery retailers by using structured
questionnaire on the current status of their business,
the availability of raw materials, demand for finished
goods, guality of jewelleries, and the environment
of the industry including government rules, regulations,
policies, practices relating to the gold jewellery

industry and its potential for export.
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Interview of artisans, the core element in jewellery
business in Bangladesh with structured questionnaire
on the present status of supply of réw materials, design
of jewelleries and the socio-economic status of these

craftsmen.

Intorview of customers who buy jewellery for various
purposes and on various occasions on quality, design,
prices etc. of jewelleries not being made locally.

Interview of officials of Export Promotion Bureau to
collect their opinion regarding exvort of gold jewellery
and the scheme for export from Bangladesh.

Interview of the officials of the Bangladesh Bank and
Sonali Bank to collect their opinion on export of gold
jewellery from Bangladesh and the scheme framed for the

same.

Interview of the members of the "Jewellery Export Scheme
Appraisal Committee" to gather their opinion and sugges-
tions regarding implementation of the scheme.

The presidents of the Federation Chambers of Commerce

and Industries and Dhpka Chamber of Commerce and Indus-
tries were also interviewed to gather their opinion on
the proposed export of gold jewellery from Bangladesh. -

The sample size for the survey of retailers -nd artisans for
the survey was determined by adopting a convenience sampling
procedure which include a sample size of 158 retail jewel=-
lers, 238 artisans, 4 members of the Jewellery Association
covering Dhaka, Mymensingh, Khulna, Jessore, Chittagong and
Comilla. A survey on an international scale could not be

undertaken for a number of reasons. Further, it was also
thought that the objectives of the present study involving
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export of gold jewellery do not warrant inclusion of small
Jewellery shops scattered in outlying areas of main cities.

Information on the demand of gold jewelleries in the Middle
Eastern countries and other characteristics of those markets
were obtained from secondary sources which include the trade
bulleting, reports etc. of the International Trade Centre,
Geneva, Gem and Jewellery Export Promotion Council, India
and the study tour reports of the officials of the Export
Promotion Buresau. The sources included mainly information

on the demand characteristics of those markets.

Limitations

One of the major constraints faced during investigation was the
dearth of information available with those responsible for
launching the scheme for the export of gold jewellery from
Bangladesh. While the study used predetermined structured
questionnaire in eliciting specific responses considered per-
tinent to esteblish the feasibility or otherwise of the proposed
scheme, in most cases it was difficult to obtain aprropriate ans-
wars. However, this was augmented by interviewing a cross section

of ‘nterviewees.

The samples were choosen on a convenience basis as no complete
list of retailers were available with the Bangladesh Jewellers
Association in the cities wunder investigation.

In the absence of a physical investigation into the production
processes of the gold jewellery exporting countries like India,
Pgkistan and Thailand the study has to be concluded without any
information on the production processes of the jewelleries in

these countries. A further study would be needed to bridge this

information gap.
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2.1

GOLD JEWELLERY INDUSTRY

Bangladesh is traditionally known as the producer of finest
quality gold ornaments and jewelleries. The artisans in this
trade have long experience in making the finest jewelleries.
The estimated number of artisans in Bangladesh ranges between
2-3 lakhs and have experiences ranging from 1-35 years the

mean being 9 years.

Bgngladesh since its inception in 1971 has not imported any
gold till date. Before independence, the State Bank of
Pakistan established a quota for import of gold into the
country but since 1971 the same has been cancelled. The gold
so imported was meant to be distributed through the Jewellers

Association.

Most of the gold now being handled by the retailers is provided
by the customers in the form of jewellery they possess for trans-
forming into new designs as well as those sold by the poor villa-
gers who are forced to sell their ornaments to tide over economic

difficulties.

It has been learnt as well as being supported by incidents of
recent custom's seizure of gold that some amonnt of gold has
always been entering the country through illegal routes.
Informally, this ccnstituted a major supply source for gold

jewellery retailers.

Another small source of supply consists of the limited
quantities of gold ornaments being brought in-side the country
by the Bangladeshi nationals residing abroad.
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However, till the framing of the present scheme for export
of gold jewellery from Bangladesh, officigl import of gold
was non-existent and there were no legal provisions for
importing gold. In other words the major sources of supply
consisted of recycling of gold possessed as ornaments and
Jewelleries by the families within the country and the gold
which entered the system through illegal routes.

A survey of the jewellery retailers chosen for this study was
undertaken. The retailers include those from Dhaka, Mymensingh,
Jessore, Khulna, Bogra, Comilla and Chittagong. During this survey
various.factors were investigr*ed to ascertain the current produ-
ction capability of ornaments and jewelleries, their experience

in the trade, the major problems that they are currently facing,
and their attitude towards exporting gold jewelleries.

The total number of jewellery retailers interviewed was 158 from
8 cities. In response to the question on thei:> length of jewellery
business the respondents indicated varying length of experience in

years in Jjewellery trade.

Tgble -~ 1 shows the number of years these jewellery retailers
have been in business. Among those interviewed 62.,02% have
been engaged in the retail trade hetween one and fifteen years,
indicating that a large percentage of these groups entered
business after the liberation of Bangladesh. About one-fourth
of the total respondents indicated that they are in business

for less than five years.

In general, the jewellery retailers did not provide any
indication that the business promises profitable operations. It

!
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has been observed that in recent years there has been a

signi ficynt increase in the number of jewellery shops being
established. Since the bulk of the jewellery retail shops are

of recent origin these are relatively in experienced ones. It

is, however seen that jewellery trade requires years of experience
to develop credibility and reliability. In case of India the
jewellery business has steadily grown over the last 40 years.

Table : 1

NUMBER OF YEARS IN JEWELLERY BUSINESS

No. of Years(Range) i No. of Jewellers E Percentage
1 1
1 - 5 37 23 .42
6 - 10 31 19.62
11 - 15 30 18.98
16 - 20 23 14,5
21 - 25 21 | 13.30
26 - 30 11 6.9%
31 - 35 5 3.16
TOTAL 158 100,00




12

In response to our question regarding the local buyers of

gold jewelleries and ornaments we received multinle responses
from the respondents. The table shows the category of buyers
who

Table : II

BUYERS OF GOLD JEWELLERTES

Buyer Categories 1 Frequency of ' Percentage
1 Resnlnses '
1 1
Customers of 72 %2.00
regular use
Wedding parties 65 28.90
Foreigners 44 19.56
Bangl,deshis Residing 12 5.31
abroad
Investors in ornaments 18 8.00
Exporters - -
Others 14 6.23
TOTAL : 225 100,00

constitute the customer group of local jewelleries. It is observed
that while 32.00% buy ornaments and jewelleries for regular use
a sizeable percentage zbout 20% of foreigners also buy Bangladeshi
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jewelleries indicating a promising export potential for gold

jewelleries of Bangladesh.

The Gold Jewellery industry of Bangladesh produces a wide variety
of ornaments. The demands for particular products in the local
market are met by producing several different items by one single
manufacturer and as such no one jewellery shop specializes in any
single item of gold jewellery. However, the range of products
which are prcduced and sold in Bangladesh are wide enough to
cover the gold jewellery products in general use in the over-
seas markets. The following table shows the range of products
those are usually manufactured and sold in the local markets:

Table : III

“RUDUCTS MANUFACTURED AND SOLD
IN LOCAL MARKETS

Items i Frequency of Responses g Percentages
| 1
Rings 75 18.75
karings 60 15.00
Lockets 60 15.00
Necklace 50 12.50
Chains 47 11.75
Bracelets 36 9.00
Ornaments Sets 34 8.50
Bangles 27 6.75
Nose Pins 11 .75
TOTAL : 400 100,00
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Gold jewellery industry of Bangladesh being one of oldest
industries of the country originated as a handicraft industry
and still maintains many of the characteristics of this type
of industries. Production of jewelleries involve working with
hand as well as with machines. But the process is still predo-
minantly one in which the artisans use their hands.

Production of gold jewellery involves performance of several tasks
which are as follows : Garit'(Moulding), chila (Stripping), engra-
ving, mina, setting, polishing, ball making, and final finishing.

Performance of the above tasks involves small hand tools for
shaping, polishing, stripping and joint making. Thus the state
of technology in jewellery design and fabrication unlike many
exporting countries comprises mainly of hand tools. Under the
circumstances it is difficult to increase production by our
jewellers and artisans.

The hand tools which are used by the jewellers are not only Vvery
much outdated but also are inadequate. Import of tools, accessorie
and chemicals are likely to be required in production of exportabl

quality jewellery items.

In the absence of any survey on the state of technology of the
jewellery industry of the exporting countries it is difficult to
jidentify the actual need for tools and accessories in the jewelle

industry.
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In response to cur questions out of 158 as many as 85 respondents
indicated that it is both fegsible and legitimate to mechinize
the process the remaining 7% indicated that it is neither fegsible
nor legitimate to mechanize the production process. The respon-
ses for and against mechanization, therefore, almost equally

divided between the respondents.

The following table shows the position »f the respondents
regarding mechanization of the process

Table : IV

PRODUCTION PROCESS

T L
Production Type ! Frequency of Responses | Percentage
1] ]
Mechanization 85 53.80
Non-mechanization 73 46,20
TOTAL : 158 100.00

There is of course quite s reasonable assumption behind the
holding of an opinion against mechanization of the gold jewellery
production process which is the current employment position in
the country. The artisans in general are not fav-urably disposed
towards mechanization of the production being afraid of

being thrown out of employment. A second reason is that

they do not think that the intricate anc delicate nature of the
work involved in the production of finest quality jewellery can

be done through machines.
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The industry currently employs about 2 to 3 lacs of

artisans.

The following table shows the estimated number of artisans
now being in the Jjewellery industry in Bangladesh :

Table : V

ESTIMATED NUMBER OF ARTISANS

T ¥
Number of Artisans ' Frequency of ' Percentage
(Estimates) ' Responses :

1 1
2 - % lacs 47 29.75
3 - 4 lacs 49 ’ 29.75
4 - 5 lacs 17 10.75
Don't Know 47 29.75
TOTAL : 158 100.00

Gold jewellery industry requires skilled craftsmen for production
of intricate designs and finishing of the produced goods. Though
in the past this craftsmanship originated, grew and developed in
this country during the last 50 - 60 years, many of the crafts-
men migrated to India especially to states like Gujrat and
Maharashtraand West Bengal. This study collected data on the
artisans' experience and it was observed that the artisans in
Bangladesh have wide range of experience. llore than 60% have been
in the trade for a little over fifteen years.
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The following table shows the years of experience of the Bangla-

deshi artisans

Table : VI

YEARS OF EXPEKRIENCE OF ARTISANS

Number of Years g Frequency g Percentage
5-8 16 15.11
9 - 11 20 16.41
12 - 14 18 : 14.75
15 - 17 18 14.75
18 - 20 12 9.85
21 - 23 3 2.45
o4 - 26 | 11 9.01
27 - 29 6 4.92
30 + | 18 14.74
TOTAL : 122 100.00

The present condition of the industry is such that there is

no scope at all for the artisans to develop their skills through
organized activities. The only source of skill development through
one's own effort is to work with newer designs. This study invest-
igated into the sources of designs of gold jewelleries being pro-
duced by the Bangladeshi jewellers which indicated that these
sources are quite narrow and restricted.
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The following table shows the sources of designs of gold jewell-

eries for Bangaldeshi artisans :

Table : VII

SOURCES OF DESIGNS FOR THE ARTISANS

1 }
bources H Frequency ' Percentage
] 1
Design Book 76 28.15
Artisan's Own
Imagination 97 35.92
Buyers 68 25.18
Copying 20 7.41
Smuggled Dies from
Other Countries 9 3434
TOTAL : 270 100.00

The sources of skill development for the ariisans of Bangladesh
are therefore, largely restricted to the artisan's own imagina-
tion only and the seccnd being the design books.

If Bangladesh wants to enter into gold jewellery export trade

she would be faced with a severe competition not only from other
Asian countries who have already made good inroads in those markets
wherein she is now focusing to enter but also would need to produce
guch items which are currently being in demand both in terms of

guality of gold and designs.
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All these call for training of artisans in Bangladesh at

least for those who shall be in the export business initially.
As stated earlier in this renort that before Bangladesh could
commence the export of gold jewellery she would need to have

a Tair amount of knowledge of the production processes of those
countries who are already in the export business.

Accordingly a need assessment of skill to be developed may be
undertaken only after the production processes and the design
aspects of gold jewelleries to be exported are ascertained.
Initial training of artisans may be provided in the country by
bringihg 1in the trainers from adjoining countries who are in
the export business of gold jewelleries.

Markets for gold jewellery of Dangladesh comprise of the 1local
markets only.As stated earlier she has never been in export
markets becguse of the national policy in this regard. The
jewellery articles covered in this renort are gold jewellery -
both jewelleries made of solid gold and those studded with
precious and semi-precious stones. These include rings, bracelets,
earrings, nose pins, chain, necklaces, etc. lhe princi—al marketing
and distribution channels for gold Jjewellery in Bjngladesh are the
jewellery retailers and the artisans. Unlike other countries sales
through departmental stores are almost non-existent. Bulk of the
gold jewellery produced are sold through retail shops. Most retai-
lers are single-shop operations but there are a few with two or

three outlets.

The customers of gold jewelleries as stated earlier are the
wedding parties, foreigners, Bangladeshi residing abroad and
those who use these as ornaments on a regular basis. In gddition’
some also buy Jjewelleries as an investment for future. The two
ma jor buyers, however, are those who buy Jjewelleries for regular
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use and those who buy for wedding purposes. Theese two groups
constitute 32% and 28% of the total sales of gold jewelleries.

Most of the artisans either work for jewellery retailers and/
or other artisans. But in several cases the buyers of gold
jewellery also buy their jewelleries from the artisans by
contacting them directly and placing orders. The customers

of the artisans therefore, consist of the Jjewellery shops,
other artisans, and the customers who buy directly from them.
However, the last group does not cover any signiticant part of

the total sales of the artisans.
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The retailers generally keep minimum stocks of finished
jewelleries. This is primarily due to the present supply position
of gold the sources of which being the customers themselves. Only
a small pertion of the gold is obtainable from official sources.
This study investigated into the supply sources of gold of the
retailers and observed that the bulk of the supply come from the
customers of the jewellery retailers. The following table shows
the present supply source of gold of the retailers.

Table : VIII

SUFPPLY SOURCES OF GOLD
OF THE RETAILERS

Supply source Frequency Percentgge
Customers 108 ’ 40.45'
Ornament sellers o4 35.21
Bullion market 52 19.48

People residing abroad 10 3.74
Smuggled 3 1l.12 | {
TOTAL : 267 100,00
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Since the import of gold in any form is banned under the
national policy in vogue currently most of the jewellery
retailers were reluctant to include smuggling of gold into
the country as one of the significant sources of supply of
gold for their shops. Gold smuggling, it was learnt, has been
in existence for a long time and of late it hss come to the
notice of ours through press that over the last 2 - 5. years
government has seized huge quantities of smuggled golds. It
Can be assumed that the current supply of gold is largely the

smuggled gold.

The above contention is supported by the fact that while ' ae
import of gold is banned in the country the growth of retail
jewellery shops especially in the cities over the last few
years have been quite significant. The setting up of new
retailer shops in the city super markets and elsewhere

does not indicate that the availability of gold is in any
way in short supply. However, it is not possible to estimate
the quantity of gold which reaches the market through these

sources.

Competition in local gold jewellery market is almost non-
existentv Although the gold jewellery industry is one of the
cldest industries of the country the business never attained
its desired growth level. This is primarily due to the socio-
economic status of the people and absence nf the customers to
provide support to the growth. Since liberation, however, it is
the government policy which poses a constraint to the growth of
this particular industry. It has been learnt that many of the
artisans have left the country since liberation in search of
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living. This study investigated into the problems now being

faced by the jewellery industry as a whole and found out that
apart from the non-availability of gold which poses the single
most important constraint to the growth of gold jewellery
industry there are a host of factors which impede such growth.
The following table shows the factors responsible for the present
status of the industry :

Table : IX

FACTORS wHICH AFFECT ThE GROWTH
OF GOLD JEWELL:RY INDUSTRIES

L} ]
Factors E Frequency H Percentage
i
Non-availability of gold 11 8. 34
Government regulations:
Capacity tax 68 51.52
Check by Customs 7 530
Income tax 5 3.78
Sales & procurement _
returns 9 6.81
Economic insolvency 14 10.61
Miscellaneous 18 13.64

The above table shows that the jewellery retailers indentify
governm-nt regulations in the form ot levying of capacity tax,
sudden check by customs authorities, income tax and the require-
ment for submission of sales and procurement returns to the
government as some of the major factors which impede the running
of the gold jewellery business and its growth.
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Another significant diificulty faced by the industry at

present is lack of finance from banks. Currently the jewellers
finance their requirement from several different sources. This
study investigated into the sources of finance of retail Jjewellers
and obtained the following information presented inthe table

below :
Table : X
PRESLNT SOURCE OF FINANCE
OF JEWE,LERY RIETAILERS
réources i Frequency : Percentage
. 1
Family loans 57 34.13
Profit from business 57 24.13%
Loan from friends 13 7.78
Bank loan 9 5.39
Income from other sources 26 15.57
Others(customers advance) 5 3,00
TOTAL 167 100,00

Irends in product design
Though the jewelleries produced in Bangladesh have a reputation
for fine craftsmanship and design, the scove for design changes
and opportunity for innovation are limited. This study investi-
gated into the trends and prospects of design and design changes
which have occurred in the gold jewellery business over the last
5 years. The respondents to our questionnaire in this regard
indicated that over the last fi&e years. there have been many‘-
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chgnges in the designs of gold jewellery. Asked about the

reasons for such changes in Jjewellery designs several reasons €.g.,
change in customer taste, use of light weight jewellery and copy-
ing of designs from catalogues have been cited among other reasons.
The table below shows the major reasons for change in gold jewellery

designs overtime.

Table : XI

REASCNS FOR CHANGIL. Iiv GOLD

JEWELLIERY DESIGN

Y |
Reasons ' Frequency i Percentage
1
Customers taste 37 33,64
Use of light weight '
Jevellery 39 35.45
Copying from catalogue 7 6. 36
Others 27 24.55
TOTAL : 110 100.00

In general it may be said that the gold jewellery industry in
Bangladesh especially in the area of marketing of the products have
yet to develop as an organized market with established channels of
distribution beyond its present retailer shops and artisans. The
promotional aspect of the industry is not only weak but is also
non-existent. The industry does not have any organization or
association to guide, or protect its constituent elements except

a very weak and lean association.
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Bangladesh as has been stated earlier is one of the countries

in South and South East Asia which is traditionally known as

the producer of finest quality gold ornaments and jewelleries.

The artisans who have long experience in making finest jewelleries
once are still available in most areas within the country. The
types of jewelleries currently being produced and sold in local
markets are still in high demand. Even foreigners who visit
Bangladesh have been observed to like some of the Jjewelleries
produced by the Bangladeshi artisans.

Jewellerz_business:

Though it is difficult to trace as to when and how jewellery
business grew in this country but from the information available
in published sources use of gold jewelleries as ornaments dates
back some few hundred years ago. Womenfolk in particular have
always loved to have jewelleries not only to receive them as
gifts during their wedding but also for their regular use as
ornaments. In the past we have observed that the availability of
gold was so much restricted that the business has to depeand on
the gold available with the customers as their ornaments who only
used to bring those to jewellery shops for changing desings etc.
Since Bsngladesh came into being the import of gold is totally
banned. Today in addition to the major source being the customers
who bring their ornaments to jewellery shops for design changes
Jewellery shops get small supplies from the foreigners, Banglade-
shis who reside abroad and from the bullion market.

While in the absence of a total figure as to how much jewelleries
are produced and sold annually in Bangladesh and more so since
the bulk oif the present supnly source of gold of the jewellery
shops comes from the customers which is ab.ut 80 percent of the
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total supply, no significant production of jewelleries takes
place in the country except the changes in the designs and forms
of ornaments.

The earnings of the jewellers come mostly from the making
charges (design changes) of the jewelleries except a little from
value edded earnings when jewelleries are studded with pearls
and other stones.

Government regulations as have been stated earlier have been
observed to restrict the growth of jewellery business. Regulations
providing for payment of capacity tax, income tax and submission of
certain returns to government incldding sudden checking by the
customs authorities have been indicated by the jewellery retailers
a8 deterrent to normal functioning of th~ jewellery trade. The
single most significant constraint to the growth of the business,
however, is the non-availability of gold in the country through
import. Gold and gold related items are banned from import since

the inception of the country.

Of late imitation jewelleries are making some inroads into this
market. People are buying more and more imitation jewelleries

of attractive designs. In many cases peovle prefer imitstion
jewelleries because of the current unsafe environment of movement.
Many would like to buy gold ornagments for investment prusposes
and as some informed circles pointed out, to convert and legalize
the blackmoney earned through illegal sources.

As regards the experience of the jewellery retailers in their
business there is a fairly wide distribution of the number of
years they have been in business. About 60 nercent of the
present jewellery retailers in Bangladesh have been in business
for a period ranging from one to ten years. The remaining 40
percent are in business for more than ten years. Currently it
has been observed that new shops are coming up almost regularly
in the cities and urban areas of the country.
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One striking feature of the business, however, is that even

the particular business is as old as many other industries of
the country this industry does not have an effective and strong
apex body to guide, control cond supervise as . 11 as protect
the interests of this sector. This is of course due to the obvious
reason that gold industry as well as anything pertaining to gold
has alwasys been the affair of the government because of the
nature of this precious material. whatever organization exists
in the form of Jewellery Association both in Dhaka and elsewhere
in the country reprseents mostly a very weak and unorganized
association which exists on paper only without their influence

on the industry.

Gold jewelleries in Bangladesh are produced by the artisans

who are associated with one or more jewellery retailers. More

than 60 percent of these artisans have been angaged in the
Jewellery trade for over fifteen years. These artisans live over

a wide area in the country though their major concentration is in
and around Dhaka City. This study investigated into the location of
best quality artisans in the country. wuestions were asked as to
the quality of artisans whose processing efficiency, design appeals
reliability as well as credibility have established appeals among
their buyers. The respondents indicated that major concentration

of these artisans are in the Dhaka city while a few also are
available in the cities like Chittagong, Khulna and Mymensingh.

Thus the production as well as distribution of the gold jewelleries
are confined mainly within the Dhaka city only. The other cities
and towns' contribution to the industry is only marginal.



The development and growth of any profession depend on their
demographic, as well as socio-economic status which in turn
determines the growth and development of the people vis-a-vis
the trade itself. Given the overall socio—economic context this
study investigated into the demographic and social and economic
status of the artisans in Bangladesh in order to determine the
growth potential of the gold jewellery business. The following
table shows a particular aspect of the demograrhic profile of

the artisans in Bangladesh

Table : XII

NUMBER OF FAMILY MEMBERS
Or THi ARTISANS
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1) |
No. of Members (Range) E Frequency ' Percentage
|
1 - 2 - -
\
5 - 6 54 46.55
7 - 8 28 ou 14
9 + 20 17.24
TOTAL 1 116 100.00

From the above table it may be observed that a family of an
artisan in Bangladesh consists of at least % to a maximum of
15 members the largest concentration being around 5 - 6 members
per family. The respondents in each case was the head of the
family and the major earning member with others being dependent

on his income.
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This study also ihvestigated into the income of the artisans

of Baniiladesh. questions were asked to determine their level of
income in order to establish the physical quality of life (PQL)
these groups of craftsmen enjoy currently. The following table
shows the income levels of various groups of artisans :

Table : XIII

MONTHLY INCOML OF ARTISANS

Amount in Taka (Range) g Frequencyl g Percentage
Upto 1000 6 5.77
1001 - 2000 59 57 .50
2001 - 3000 37 55.58
3001 - 4000 22 | 21.15
4001 - 5000 - -

5000 + - -

It may be observed that more than 70 percent of the artisans
fall into the 1000 - 40CO monthly income brackets and only a
few fall below this level. None, however, was found to be
earning above Tk. #,000.00 per month. Compared with otiher
vocations in agricultural and industrial sectors of the country
the income level of this group of craftsmen appears to be guite

satisfactory.

But we have reservations about the level of income as has been
indicated by the respondents. To us it appears that these have
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been under quoted comnrared with the currently prevailing market
rate of making charges for jewelleries scld by the jewellery

shops.

At present an estimated ? - 3 lacs of artisans are employed

in this industry. while this estimate has been taken as indicg-
tive of the number of artisans available in the country in the
absence of any survey providing us with the actual number as the
exact number is clearly difficult to identify. This is an
indication of the current status of the gold jewellery industry
in Bangladesh in so far as it is reflected through the nature of
employment of the artisans. The Jewellery Association could not
provide a complete list of retail jewellers as well as artisans

of the country.

The artisans were asked to indicate about the prospects of the
business. A total of 129 responded to our questionnaire which
is presented in the following table :

Table : XIV

GROWTH OF JEWELLERY INDUSTRY
DURING PASLT FIVE YEARS

L T
Status over past i Frequency ' Percentage
Five Years H \
Improved 27 20,93
Declined 102 79,07
TOTAL : 129 100.00

From the above tgble it may be observed that while only one-fifth
or 20 percent thinks that the indus:try has grown over the lgst
five years a large majority of 80 percent feel that the same
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has declined over the .same period. In the absence of an
official index of growth of gold jewellery industry of the
country this is the only index available to us.

In response to a question on what are the constraints now
being faced by the gold jewellery industry as a whole the
respondents indicated as follows :

Table : XV

FPROBLEMbS FACED BY' THE
JEWELLERY INDUSTRY

Problems E Frequency E Percentage
Incregse in the price 92 31.29
of gold

Increase in the number 15 : 5.10
of artisans

Stagnancy of artisan' wage 78 26.53
Decreased use of gold 77 26.19
ornament

Declining Trade cycle 9 3.07
Taxation policy 19 6.46
Decreasing purchasing 3 1.02
power

Scarce supply of gold 1 0.4
TOTAL : 294 100.00

From the above table it is observed that the present constraints
to the growth of gold jewellery industry in Bangladesh among others
are the increase in price of gold, stagnancy of artisans' wages

and decreased use of gold ornaments.
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The artisans were also asked to identify the opresent constraints
relating to the growth of the Jewellery industry specifically.
In response to our questions on this aspect the respondents
indicated the constraints significsnce as follows :

Table : XVI

CONSTRAINTS TO THY, GROWTH OF
JEWEILERY INDUSTRIES

¥ 1
Constraints 1 Frequency ' Percentage
1 1
Non availability of gold 125 48.64
Scarcity of designs 43 16.74
Migration of skilled
artisans 26 10.12
Import-Export policy of
the government 62 24,12
Scarcity of tools and
accessories - -
Unemployment of artisans 1 0.38
TOTAL : 257 100,00

From the above table it is ovserved that about 50 percent of the
artisans interviewed indicated the non-availability of the gold

as the most signific,nt constraint to the growth of gold jewellery
industry. The second most significant constraint identified is

the import-export policy of the government.
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Finagncing of the_ industry

Another most important requirement for the growth and
development of any industry is the scurce of finance.
Because of the specific nature of the gold jewellery industry
the industry needs more support thar other industries. This
stu'y investigated into the current source of finance of the
industry. The respondents indicated that in most cgses ~ the
financing comes from business profits and family loans. No
significgnt financing is available from th: banks as loans.
This is probably due to the fact that banks in Bangladesh do
not value the risk-reward relationship with the jewellery
community and above all the country never had a flourishing

money market.

In India bank loan has always been a major source of finance
for jewellery trade. Because of high creditgbility of the
Jewellery traders based on family tradition in this line,

the banks felt encouraged in meeting the ever increasing
demand for credit on them (Gem and jewellery Export

Council 1984, P. 97).

A flourishing jewellery industry benefits not only the
domestic traders but also the exporters, the bankers and

the economy as a whole. If the current status of financing of
Jewellery trade in Bangladesh is to be improved more and more
bank finance should reach the industry and more and more banks
should be encouraged to enter the field to cover the trade.
This is something that ought to be stressed under the present

financial condition of the industry.

Marketing of Gold Jewellery

The channels of distribution of gold jewellery products in
local markets consist of both the jewellery retailers and the



4.5.1

34

artisans. In the urban areas it is mostly the retailers who

are involved in selling the procducts. In rural areas the artisans
themselves play the role of both producer and seller. An artisan
may sell directly to the customers the jewelleries produced by him
or may sell to the jewellery shops or to another artisan. Since
no single artisan specializes in any type and design of any
Jewellery all the activities in making a piece of gold jewellery
are shared by the artisans. The channels of distribution may

be illustrated as follows :

i) Artisans ————— Customers
ii) Artisang ———— Artisans -———&= Customers

iii)Artisans —— Retailers ———3 Customers

Demand for Gold Jewellery in the local market

Gold jewelleries are mainly bought for regular use as
ornaments, as wedding gifts, as investment for rainy days as

well as for converting black money.

The buyers of gold jewelleries are mostly the housewives,
foreigners and Bangladeshis residing abroad and the wedding

parties.

The range of products in:ludes a number of items. Of these, the
most demanded items are rings, lockets, earrings, necklaces,
chains and bracelets. However, no retail jeweller specialigzes

in a single item.

The following table shows the demand pattern for the wvarious ,

category of items produced and sold in the local market :



Table : XVII

CATEGORY OF SELECTED PRODUCTS
WHICH ARE IN HIGH DEMAND
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Frequency

Category of items E i Percentage
| B
Rings 121 19.48
Lockets 112 18.04
Earrings 112 18.04
Necklace 81 13.04
Chains 77 12,40
Bracelets 61 9.82
Ornament sets 57 9.18
TOTAL , 621 100.00

This study investigated into the turnover of gold in the form of
Jewelleries. The respondents were asked as to what was the amount
of gold used by them in making jewelleries during cach month fér
the past 6 months. The following table shows the monthly tornover
of gold for last 6 months:

Table : XVIIT

MONTHLY TURNOVER OF GOLD IN JEWELLiKY
SHOPS DURING LAST SIX MONTHS

Volume of Turnover E Freguency E Percentage
(in Tola) i '

10 - 15 Tola 80 53%.70
le - 20 " .20 13.42
21 - 30 " 13 8.72
31 -5 " 11 ‘ 7.38
51 - 75 " 6 4,03
75 + 19 12.75

TOTAL : 149 100,00
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 From the above table it may be observed that the bulk of the
Jewellery retailers (a little over 50 percent) uses 10 -~ 15

tolas of gold monthly for producing jewelleries. Since the

earning from sale of jewellery comes from value added protion

and is determined on the basis of design i.e., the labour charges,
it is difficult to estimate in monetary measure unless the designs

are known.

Further, we must accept these turnover figures with reservation
because gold and gold related items being banned from import and
the retail jewellers being required to furnish regular sales
returns to the government the retailers may not be inclined to

furnish actual figures.

However, about one-fifts of our respondents (19 percent)
indicated that their monthly turnover of gold is over 75 tolas.
This indicate that the turnover of gold jewellery in the local
market is quite acceptable for an industry which is constrained
mainly from the supply of its basic raw material.

In response to a question as to whether the retailers would like
to increase their »nroduction of Jjewelleries if more quantities of
gold were available to them more than 91 percent indicated that
they would like to do so. The following table shows the results of

our survey in this regard :

Table : XIX

JEWE. LERY RETAILLR OPINION
IN INCREASLNG PRODUCTION

T T
Type of responses i Frequency i ‘ercentage
1
Yes 122 01.04
No 12 8.9

TOTAL : 1%4 100,00
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Regarding the frequency of design changes questions were asked
as to how frequently the design of gold jewelleries changes in
the local market. The following table shows the frequencies of
design changes as was indicated by the respondents.

Table : XX

DESIGN CHANGE FREGULNCIES

| |
Design Change Frequency | Frequency : Percentage
1 !
Changes frequently 138 84.1%
Changes once in a year 19 , 11.57
Changes after 3-5 years 9 4,26
TOTAL : 164 100,00

From the above table it may be observed that design changes for

gold jewelleries are very frequent,

In response to a question regarding the failure of a jewellery
retailer in supplying a jewellery of certain specific design
requested by a prospective customers the respondents indicated

as follows :

Table : XXI

INABILITY TO PRODUCE JEWELLERIES
OF CERTAIN DESIGNS

T L4
Types of responses | Frequency ; Percentage
Yes %0 226,79
o 104 77.61
TOTAL 154 100,00




From the above table it may be observed that at least about
one-fifth of the retail jewellers indicated that they had
trouble with making jewlleries of certain specific designs
requested by their prospective customers. This probably

occurs in an industry where fashion and design changes occur
so frequently that unless arrangements exist for well deve~
loped marketing information system as well as provisions for
research, innovation and development, it would be difficult to
keep pace with the design changes with strong anpeals for cus-

tomers taste,

The saurces of design of the gold jewelleries now being traded
in the local market are at present confined to mostly trial-

error and imagination of a few.

A final important factor in the marketing of gold jewelleries

is the pricing of jewelleries including the mark up value of

the jewelleries produced. Gold jewellery is a value added item.
The jewellers transform the material into different forms and
designs. The value addition which consists of mainly the labour
content is the major source of earning for the jewellery artis-
ans together with profit margin which sets the price of a parti-
cular gold jewellery. The labour content as a percentage of the
total price varies with the designs of jewelleries. The more
intricate and delicate is the design the higher will be the

making chsyrges.

This study investigated into the pricing process now in vogue
in the jewellery industry and found out that including the raw
material cost and cost of other elements how the price of a
particular gold Jjewellery is set. The following table shows
the percent-wise distribution of various cost elements:

38
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Table : XXII
FRICING STRATEGY FOR JEWEL-

LERY MARKET
Pricing elements % | Frequency ' Percentage

1 1
Price of gold 80 121 2240
quality of gold 3 83 15.38
Stones used 9 112 20,74
Loss/wastage 1 112 20,74
Labor cost 8 112 “0.74
Mark up - - -
Overhead - - -
TOTAL : 100 540 lOOQOO

It may be observed from the above table that the labour content
in the setting of prices for gold Jjewelleries counts only for
about 8 percent and varies between 5 - 9 percent in individual
cases depending on intricacies etc. of design.

In summing up the growth potential of jewellery industries

in Bangladesh it may be concluded that the present gold jewellery
industry has enough potential to grow considering its products -
guantities, qualities and demand in the local market. The industry
is currently beset with a number of problems the most signifiéant
of which is the non-availabllity of gold. In addition to the above
there are other government rules, ragulations which hinder the

growth of this industry.

Jevelleries in Bangladesh as elsewhere in the world have always
appealed to its users for time immemorial. Jewelleries in any
form appeal to any one from any.strata of 1life and society.
It is only the changing of styles, forms and designs that their
appeals to the users are intensified. Some Indian tribes such.as
Bhils who have been referred in Abul Fazal's Ain-i-Akbari as



40

Khandesh Bhils were found to be fond of personal adornment and
both men and women invariably used to wear silver ear-rings and

silver or kgnsa finger rings.

Women of Bhil tribes were very fond of ornaments and used to be
heavily decorated from head to toe, with earring in their lobes,
balia in helices, 2 collar of glass beads round their necks, and

armlets, bangles, rings etc.

Thus the appeal for jewellery will always be there. The gold
jewellery industry of Bangladesh has a long history and tradition.
Once the intricate and delicate designs of g 1d jewlleries had a
widespread appeal within the country.

With the imposition oI government restriction on the free flow
of gold and gold related items the growth of the industry was
restricted. Development of an infrastructure for the Jjewllery
industry in Ban. ladesh as has been revealed through our study
would need some of the following measures to be taken :

i)  Ensuring the sunply of gold through imnorts;
ii) Adequate bank financing to cover the local trade;

iii) Streamlining of some of the government policies and
‘reduction in the requirement of informatiovn to be submitted;

iv) Eknsuring arrangement for market information, research and
development in the area of production, distribution and

promotion;
v) Revitalization of the Bangladesh Gold Jewellérs and

Artisans Associations.

vi) Participation in international trade fairs supported by

government.
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Recognizing that the main infreastructural need of our

jewellery irade is adequate supply of gold and for finance

for purchase of the gold and other wholly non-indigenous

inputs e.g., machinery, chemicals etc. the government should
formulate suitable policies in augmenting the import of gold

into the country and provision of adequate finances to the industry.
The gold jewellery industry in Bsngladesh even in the face of all
these odds is still in business »nd doing fairly well which can
be observed from the regular coming up of new retail outlets in
and around the cities of Bangladesh. Lven though some of these
shops may ultimately prove to be short transient visitors to

this sector and many may hastily retreat some of the retailers
have been in business for above %0 years now with artisans

having experiences of similar and in cases even with longer

experience.
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[II. EXPORT Of GOLD JEWELLERY

The exrort policy for 1984-1985 identified jewellery as one

of the new export products for development. In 1981 a delega-

tion from Bangladesh visited some¢ of the Middle hLast countries

in order to expnlore the possibility of exrorting gold jewellery

to these markets. Then again in 1985 through the efforts of the
Export Fromotion Bureau (EPB), a team consisting of the officials

of the EFB, Bangladesh Bank and a representative of the jewellery
trade visited three Middle East countries, viz, Abu Dhabi, Dubai

and the Kingdom of Saudi sarabia to explore the feasibility of
entering those markets. Thus the idea of exporting jewellery

from Bangladesh could be treced back tn as early as 1979, This,
however, at that time was somewhat influenced by the export of

gold jewelleries from other Asian countries especially Pakistan,

and India. In 1983-1984 India exported zold jewellery worth Indian
Rs. 83.%8 crores which is an increase of 44.53 percent over 1982-1982
In 1984-1985 her export of gold jewellery was Indian Rs. 86.10 crores
(Us £ 72 million).

The following table shows tihe value of jewelleries, both gold and
silver exports from India, Pakistan and Srilanka during 1979-1983:

Table : XAXIII
JEWELLERY EXiOkTs FRCM SELECTED
ASTAN COUNTRILS, 1979-83%

(Value in million US #)

Tear : 1 : : |'
Countries ! 1979 }1980 A 1981 ! 1982 X 1985
India -4 .69 12.67 40.37 26,57 63%.11
Pakistan 0.93 0.34 0.62 0.8% 1.%1
Srilanka 0.3 0.90 0.%0 0.97 1.75
Thailand 24.78 55.69 54.06 54,98 93.75
Singapore 20.96 50.45 57.89 83 .60 184.03%
Source : International Trade Statistics of Jewe]lery Ex»ort (Gold
and silver) ITC, Geneva.
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The delegations and study teams which visited the Jjewellery
importing countires in the Middle kzst observed that there
exists a good opportunity for Bangladesh if she wants to
enter the market for export of jewelleries to those countries.
The principal reasons supporting their ideas were as follows :

8, The jewelleries - style, design, carat - wise now being
imported by these countries are familiar with those
produced and sold in Bangladesh;

b. The jewellers as far as their craftmanship is concerned
are mostly handcrafted and quality and design wise it
can be said that jewelleries of similar standard and
quality are already in productioh and distribution fields
of Bangladeshi jewellery thusiness.

Ce The study team in fact was able to generate some advance
orders from a few interested importers of these countries.
The Bangladeshi ornaments they took to those countries
during their tours were liked by the prospective importers
of Abu Dhabi, Kuwait and Kingdom of Saudi Arabia.

But since the idea of exporting gold jewelleries came into the
tninking of a few officials at the Export Promotion Bureau in
1981 nothing concrete and material happened till March, 1986
when the Government for the first time formulated a "Jewellery
LExport Scheme" which was circulated by EI'B in April, 1986.
Alongwith the formulation of the above scheme, the Export Promo-
tion Bureau and the Bangladesh Bank have also been actively
considering the launching of the export scheme as soon as

possibhle.

This Jewellery Export Scheme among otners contains the provisions

and guidelines for
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a, Selection of exporters;
b. Formation of an "Appraisal Committee";

Ce Procedure for surply of gold

i) Gold replenishment procedure
ii) advance gold/material supply procedure

as well as some general guidelines to be followed in the
implementation of the scheme. A verbatim description of the two
alternative procedures for supply of gold is at Appendix - III.

This study investigated into the feasibility of exporting gold
jewelleries from Bangladesh. The area of investigation included
the retail jewellers, the artisans, Jewellery Association,
officials of the Export Promotion bureau, Bangladesh Bank,
Sonali Bank and members of the Appraisal Committee.

questions were asked on the present production process, supply
of raw material, marketing and distribution of gold jewellery
in the local market including the constraints now being faced

by the business as a whole.

The results of the survey of the retasil jewellers, artisans,
and officials involved in implementing the Jewellery Lxport
Scheme are presented below.

Eggerience of Retail Jewellers In Export Of Jewellery

During our survey of the retail jewellers it was found that
none of the retail jewellers in Bangladesh had cver exborted
their products. This is quite obvious as the national policy
of the country till today banned import and export of gold
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and any gold related items. Whatever gold was transacted and
jewel lers produced and sold was solely confined to local markets.
The following table shows the status of the Bangladeshi jewellers
in respect of their experience in jewellery export :

Table : XXIV

EXFORT BUSILESS EXPERIENCE
OF RETAIL JEWELLERS

Types of Respoénse i Frequency H Fercentage
1

Yes - -

No 158 100.00

TOTAL 158 100.00

Export trade is a specialized business requiring certain
considerations in respect of continuity of supply, credibility
and reliability of the goods sup:lied as well as the supplier
itself. The physical distance between the importer and the
exporter makes it more and more imperative that both follow
and honour the standards and norms of the business which in
turn is a function of the number of years each has been in
the line i.e. experience in the import - export business.

The feeling of the urgency and importance of obtservation of
the norms, codus, ethics of export business are more a func-
tion of experience than simply knowihg that they have to be
observed. Further, one has to be a keen observer of many
characteristics which change sometimes frequently to keep

pace with the developments in the importing countries markets.
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This is more so in case of gold jewellery business. While
countries like India, Singapore, Thailand, Japan and Philippines
are in the gold jewellery business for over 15 years and Bangladesh
has never been in this sector.

The survey attempted to find out the reasons for Bangladeshi
retail jewellers not being in exnort trade in the past and
discovered a number of factors responsible for this. The
following table presents the factors which are responsible
for non-export of gold jewelleries from Bangladesh in the

past :
Table : XXV
FACTORS RESFONSIBLL LOR NON-EXPORT
OF GOLD JuWELLeRY IN THE FAST
Factors i Frequency i Pexrcentage
[ 1
Non-availability of
gold and supplies:
Gold 69 24.73
Tools & accessories 22 7.89
Government Policy:
Ban of import & Export 158 56.63
Finance :
Inadequancy of Fund 12 4.30
Others:
Miscellaneous 18 6.45

TOTAL : ' 279 ,100.00
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From the above table it ma& be observed that the two significant
factors which have been identified by the retail jewellers hind-
ering the export of gold jewellery from Bangladesh are the gover-
nment policy which bans the immort and exvort of gold and gold
related items znd the non-availability of gold.

Other factors id-1tified to be responsible for non-exvort of
gold jewellery from Bangladesh includes non-availability of tools
and accessories, information about importing countries' markets.

Desire to export

Asked as to their disire to export the jewellery retailers
indicated affirmatively. The following table shows the distribu-
tion of the respondents to our survey question regarding their
willingness to be in the export of gold jewellery :

Table :XXVI

ATTITUDE OF BANGLADE:..:I JEWELLERS
IN EXFORTINGS GULD JEWELLERY

[ ] T T
Types of Response \  Frequency E Percentage
1
Willing to export 123 85.42
Not willing to export 2l 14,58
TOTAL : : 144 100.00

Assistance desired by the jewellers if
export 1s to be made

Asked about the possible assistance the jewellers may need to
be in gold jewellery export trade the respondents indicated

that they would need the following :
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Table : XXVII

ASSISTANCE DESIRED BY RETAIL

JEWELLERS

Types of Assistance E Frequency E Percentages ‘
1

Permission to import gold 119 20.34
Bank Financing 112 19.15
Easy & Simple Export 122 20.85
Policy
Availability of market 78 T 1%.%34
information
Permiscsion to import a1 15.56
stones
Permission to import 63 10.76
tools and accessories
TOTAL : 585 100.00

From the above table it may be observed that the assistance desired
by the retail jewellers to enable them to export gold jewellery is

needed mostly in having the supply of gold, in financing operations
and an easy and simple export policy from the government.

Gold jewelleries made of gold only can fetch the price for the
addition of wvalue through tne appeal of designs but if studded
with precious or semi-precious stones these are likely to fetch
far better prices. India is considering to increase the production
of gold studded jewellery to increase their oversess market share
(Gem and Jewellery Export Council Journal, May 1984).
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Asked about the availability as well as suitability of the
locally available stones for producing jewelleries for export,
the respondents indicated as follows :

Table : XXVIII

AVAILABILITY AxD SUITABILITY OF
LOCAL STOUNIL.S

¥ 1
Types of Responses i Frequency ‘ Percentage
1 1
Sufficient 14 10.52
Insufficient 119 89.48
- TOTAL : 133 100.00

It may be mentioned in this connection that the gem and jewellery
exporting countries in other South and South Last Asian countires
while exporting gold jewellery both plain as well as studded also
earn large profits from exporting cut and polished precious and
semi-precious stones. India for example earned approximately

US 29 million and US g 38 million through exporting of precious
and semi-precious stones during 1984-85 and 1985-86 resrectively.
These gtones are imported as 'roughs' by.India from the producing
countries and after cutting and polishing these are sold as stones
as well as used to make studded gold jewelleries.

The following table shows the relative position of gold Jjewellery
_and the precious and semi precilous stones as well as pearls in

*

the export protfolio of Indian gem and jewellery business 3
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Table : XAIX

GOLD JEWE. LiRY AND FRECIOUS/SEMI-
PRECIOUS STONLES EXIORTED BY INDIA
(Value: Rs. in crores)

y Percentage | Percentage

H - 1 _
Items ; 1985-86 : 1984-85 | 1985-86 ' 1984-85
Gold Jewellery 86.00 86.00 59.72 67.19
Precious/Semi- 50 .00 35.00 .72 27 .34
precious stones
Pearls 8:00 7.00 5.56 5.47
TOTAL : 144,00 128.00 100.00 100.00
Source : The Gem & Jewellery kxrort Promotion Council - 1986
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The data for this part of our study come from the secondary sources
which includes study tour reports of different missions from Bangl-
adesh to Middle East countries over the last 6 years, publications

of trade of gold and other types of Jjewelleries of the International
Trade Centre (ITC) and the Gem and Jewellery Export Promotion Cou-

ncil of India.

The main focus is on the jewellery markets of the Middle East
countries. While the demand for gold jewelleries in these markets
can be assessed through the oublished information the other side

of the marketing of jewellery i.e. the production nrocess, pricing,!
etc., are yet to be explored.

The two study teams which  toured selected Middle East countries
as well as the documents of the ITC identify those who are in this

gector.
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The exporters to the markets in the above countries consist

of Switzerland, Federal Republic of Germany, France, Spain, Italy,
United Kingdom, Belgium, India, Pakistan, Srilanka, Hongkong,
Singapore and Thailand.

Majority Jjewellery houses, particularly in the UAE, agre owned
by Indians and in most cases, they have.own jewellery business

back home.

The countries which export gems and jewelleries to these

markets have long experience and credibility with the importers.
In many cases the arrangeﬁent for import involves supplying of
gold bars in advance to the exporters and business is carried

out on mutual trust,

3.2+2 Consumer Preferences

This section presents the demand aspects including the
characteristics, volume, design etc. of gold jewelleries in the
Middle East markets. In the absence of a primary investigation
into this area this study draws heavily on the secondary sources
of data from more than one sources. This provides us the opportu-
nity of establishing the reliability and validity of information
so collected thrc :gh the process of cross referencing.

Consumer preferences for our purpose mean and incl’ude the product
design, quality of gold and the presentation of the jewelleries
preferred in general by the buyer in the markets under reference.

Gold Jewelleries in most of the Middle East countries markets
are bought by women not only for adornment purposes but also for
insurance against any lean time in the future. Consumer prefereaces,
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however, vary with various factors like the level of income, social
strata to which they belong, age, nationality and seX.

The consumers in the Middle East markets may, however, be grouped
into two major groups viz, the nationals of these countries and
the expatriates who work there. Whithin these two major classes
the characteristics of income, age, social strata and sex of the
individuals will determine the actual and potential consumers of

gold Jewelleries.

This study did not have the scope to look into the needs of the
customers and their preferences. This needs a survey to identify
the sbove two particular characteristics of the consumers as

well as to identify their shopping habits, the use of media etc.

In order to develop a marketing strategy we would need information
gbout the promotion mix and distribution channels of these marketse.
A description of the style and designs preferred by the customers
in these markets is given in Appendix - I.

As have been stated earlier that the consumer preferences within
a country vary from individual to individual based on certain
demographic factors,the same also vary in betwemn the countries
too. The following is a description of variations inpreferences

of the consumers among the countries of the Middle East :
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of India

Table : XXX
CONSUMLR PREFERINCES IN SELECTED
COUNTRIES
1 T ¥
Countries i Consumer 1 Carat 1 Designs/ E Exporting
i classific~ | preferred | forms of ! countries
{ ation t | _ornaments !
ARABTIAN GULF
Dubai, Arabs Normally In the form Switzerland
Abu Dhabi Indians 22 carat of ingots, Italy
Saudi Arabia Europeans gold but  bangles, United King-
2l and 18 bracelets, dom, Kuwait
carats Kubai Lebanon
also Satami West Germany
styles U.S.A.
of wrist Hongkong
IRAN & neck Japgn
Iranians 22 carat g:sglleries ﬁgg;ge
oxpatria-  pgold Studded with Spain
diamonds,
géms,
earnings,
TER
Local 22 cgrat Hand made Taiwan
Immigr,nts gold and oriental Singapore
designs, Bahrain
KUWAIT
Local 22 carat Moorish Egypt
Immigrants gold Mogul, and Belgium
modern Iran
designs Norway
BAHRAIN Kundan from Jordan
Jaipur, Syria
Local 18 and India Thailand
Immigrants 22 cgrat and from
gold Southern
States
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Market survey data available from the reports of the study
missions and Jjewellery delegations from Bangladesh and India

and Foreign Trade Bulletin (ITC, December, 1976) show that

the markets in the above countries have as yet quite a tre-
mendous scope for exporting gold jewelleries. In most of the
markets in the countries referred to above gold Jjewelleries
preferred range from historical Moorish, Mogul to modern designs.
The oriental designs like Kundan jewellery from Jaipur In India
and also designs from S:uth Indian States zre also in demand in
these markets. In addition to the above gem studded jewelleries
using diamonds, rubies, emeralds #nd cultured pearls are in high
demand in the Jjewellery markets of Iran, Kuwait and Banrain.
Bracelets and bangles are preferred in all the m-rkets especially
where the immigrant workers are working because these families
choose these ornaments as investment items to invest their
earnings for the future. ’n Kuwait which imports a substantial
quantity of gold jewellery a high demand exists for heavy jewellery

with oriental designs.

In United Arab Emirates gold jewelleries of both 21-22 carat mostly
from India and a little from Lebsnon and Pakistan and the 18 carat
gold with or without stone settings from Ita'y are in high demand.

Gold jewe leries from the kuropean countries also are preferred
items in these markets. The jewelleries from Luropean countries
unlike India, Pakistan are macnine made and attract some consumers

more than the hand crafted ones.

Jewellery markets in sbu Dhabi, Dubai and Kingdom of Saudi
Arabia, however, have high demand for handcrafted  gold jewelleries
with oriental designs. (Report of the Bangladesh Study lMission ,

July, 1985).



3.2.4

The jewellery businesses of the countries in the Middle East
sell quite large quantities of jewelleries imported from

all over the world. Fach individual country to meet the varying
demends and preferences of the buyers imports jewelleries from
10 to 30 countries from 4sia and Europe. The following table
shows the imports of gocld and silver jewelleries by selected
countries during 1979-1983:

Table : XXXT

IMFORT Of GOLD AND SILVER JEwELLERIES
BY SELECTEL COUNTwIES OF [HE MIDDLE
FAST 1979 - 1983

(Value in million US g)
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. ' B ] ! —

rImportlng i : ' '
Countries J71979 11980 ! 1981 : 1982 ! 1983
Saudi Arabia 271.71 419.62  771.99 895.91 696.14
Kuwait - - - 231,00 205,42
Oman 3.11 %.%9 11.12 11.46 17.22
qatar 4,24 h.33 5.37 7.10 15.10
Bshrain T .62 2.54 9.19 13.19 10.86
Jordan 2.12 0.76 1,70 10.71 4.5
TOTAL : 283.80 431.14 799,37 1169.95
wOnLD TOTAL : 3159.29  3490.80 4196.73 /1576.61 4389.63%
PLHCLNTAGE : 8.98 12.35 19.04 25.56 21.58
Source : Internatipnal Trade Statistics of Jewellery (Gold and

Silver) IIC, Geneva, 1984.
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The above figures show the volume of gold and silver jewellery
imports of the individual countries in the Middle East as well

as their relative share of the total imports by importing countries
of the world.

It is observed that since 1979 the volume of imovorts of gold and
silver jewelleries by these countries are increasing and within
a period of five years the same has increased threefold.

Saudi Arabia

The im=orts of Saudi Arabia in respect of gold Jjewellery shows
a marked rise in terms of value from 1979 to 1982 and some
decline in 1983.

The country imports gold jewellery from approximately 26

countries amongst whom Italy ranks the top most. Other countries
are India, Hongkong, Switzerland, Lebanon, UK, and West Germany.
The rise in the value of imports by Saudi Arabia indicates good
prospects for jewellery export to that country though there are
competiters in the field with years of experience and established
credentials. A list of all countries which currently are exporting
gold jewelleries to the Middle East countries are at Appendix - IV.

Kuwait's import volume of gold Jjewellery compared with other
importing countries in the region is significant. The country
has been in gold jewellery import trade for long now though
the statistics for some years between 1977 and 1983 are not
available from published sources. In 1977 Kuwait imported

-jewelleries worth 10,223,420 Kuwaiti Dinars.
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The country imports gold jewelleries from about 2% countries of
the world amongst which Italy ranks the top most with a share
of 72.8% of the total and India ranks second with a share of
14.8%. The remaining 12.4% of the ir.rort market is shared by
21 other countries prominent amongst whom are U.K., Hongkong

and Lebanon.

Kuwait has a good demand for jewellery. Official procedures which
are a little cumbersome (as have been observed by the study mission
from Bangladesh ond nresented in the section on trade practices in
the importing countries) of course do not affect the import trade
much as the local demand for jewelleries is quite high which cannot
be met by Kuwaiti jewelleré.

One characteristic of the Kuwaiti jewellery market is that there
exists a good demand for heavy jewelleries with oriental designs.

Import of gold jewe’leries by oman has also risen steadily in
value from 1979 to 1983%. within a period of 5 years the country's
value of gold jewellery import has risen from US g 3.11 million
to US ¥ 17.22 million which is about six fold increase in

absolute wvalue.

Oman immorts from & number of countries of the world. There is
a good demand for heavy Jjewelleries with oriental designs in

Omanese m~rket as most of the immigrant workers now working in
Omean as well as in other Middle East countries prefer to invest

their wages in jewelleries for the future.

Gatar

"As indicated in the table above the wvalue of jewelleries

imported by qatar has also risen from 1979 to 1983. From US B «.24
million the value of the Jjewelleries imported by the country rose



<I").4q4

Calk b4

to US % 13.10 million. This rise is about four-fold over a
period of five years.

Qatar imports Jewelleries from asbout 20 countries from all over
the world amongst which the most prominent ones are Hong Kong,
India, Lebanon, Bahrain, France, Italy and Switzerland.

Imports from India rank topmost while Hongkong is the second
exporter in terms ol Qater's market share.

The rising trend in the vglue of the imports indicates that
good prospects exist for exporting jewelleries to these markets.

The jewelleries in high demand include those with hand-
crafted oriental designs.

Bahrain

The value of jewellery import by Bahrain has gone up from

US 8 2.62 million to US $ 10.86 millions over a five year period
between 1979 and 1983. This is an increase of five times in
absolute value over the value of imports by the country in

1979.

Bahrain imports from a'number of countries from all over the world.
Manufactured jewellery studded with diamonds, emeralds and pearls
are preferred in Bahrain and are imported from all parts of the

world.

Jordan

Jordan's imports of gold jewelleries have doubled in value
between 1979 and 1983. The country imports from a number of
countries from all over the world.
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Jewellery exports, both gold and silver have flourished in
terms of value of exports from the exporting countries as well
as through a steady increase in the demand for such Jjewelleries
in the importing countries markets.

This study focused only on the jewellery markets of the Middle
East as potential importer of jewelleries. The increasing afflu-
ence of these countries along with  the increasing preferences
for jewelleries for various reasons indicates that the demand
for Jjewelleries will further increase in the coming years. At
the same time many of the exporting countries are increasing
their export production and expanding their shares in the total
market in the importing countries.

Since the buyers of jewelleries in the Middle East markets
comprise of both local as well as expatriates the motive for
buying jewelleries and the designs preferred vary widely in

the markets. Thus while some buy for regular adornment purposes
other usually buy them as insurance against rainy days. Accordi-
ngly design of ornaments and jewelleries preferred also range

from those with heavy oriental designs to modern light jewelleries.
Designs like Moorish, Mogul as well gs those from South India

are also in good demand in many of these markets.

The exporting countries have also increased their volume of
ex-orts over the last few years. The following table shows
the volume of exports from selected countries of South and
South East Asia to Middle East countries as well as their
share of total world exports during 1979-1983:
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Table : XXXII

EXPORT OF GOLD AND SILVER JEWELLERILES

BY SELECTED COUNTRIES TO THE MIDDLE
EAST DURING 1979-1983%

(Value in million US B)

Gomntrios | 1979 | 1980 j 1981} 1982 | 1983

Hongkong 213,94 25G.73% 244,56 258.71 264.3%9
Japan 139,63 232.01 248,39 198.3%9 282.85
Korea - 100.94 104.05 105.08 -

Thailand 24,78 55.69 54 .26 54.98 - 93.75
Singapore 20,96 50 .45 %0 45 57.88 184.09
Philippines 12,92 12.00 9.43 7.52 767
Indig 24,69 12.67 40, 37 %6.52 65.11
Pakistan 0.93% 0.3%4 0.62 0.83% 0.3l
Srilanka 0.23 0.90 0.%0 0.97 1,75
TOTAL 438,08 715.75 759.86 746,59 898,92
WORLD TOTAL 4,2%9.%1 4,776.92 5,612.02 5,610.54 5,491.64
Percent 10. %4 14.98 1%.5% 13.%1 16.39

Source : International Trade Statistics of Jewellery (Gold and
Silver) : world Exports, LTC, Geneva
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It may be observed that Jewellery exports from selected
countries in the South and South East Asia have increased

about 6 percent over the last five year period between 1979

and 1983. Of “he countries exporting jewelleries to Middle

East countries India exported gold jewelleries 63,11 million
US 2. India's total exports, however, during 1983 were for

Uvb 8 75 million (approx.). And now that a gold jewellery export
replenishment scheme has been introduced since 1982, the trade
is optimistic (Gem and Jewellery Exvnorts : Trends and Prospects,
the Gem and Jewellery Export Promotion Council tulletin, 1985)
that geld jewellery export will touch the Rs. 200 crore mark
(about US g 167 million) in the first full year of its

operations.

The exborts from the countries of the South and South-East
Asia when compared with the total exports from other countries
of the world indicate that these consfiitute 10 to 16 percent
of the latter. This indicates the demand for jewelleries from
this region. uality and design wise it has also been observed
that there exists good demand for both manufactured as well as
for heavy handcrafted ornaments and jewelleries with oriental

designs.

In many of the countries of the Middle East India has already
established herself as the leading exporter. Indian jewelleries
both plain and studded are in quite hiph demand in the jewellerie
makrets of these countires. Dubai and Abu Dhabi especially are th

two countries where India ranks top most exporter in jewelleries.

Export of gold jewelleries to Middle East countries would require
information on the demand for jewelleries in these markets, marke

6l

S

e

ting channels of distribution, trade practices, contact point, and
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the control mechanism and promotional aspects in order to

" develop a marketing strateéy. In the absence of primary data

this study largely depends on the secondary data sources inclu-
ding the rerorts of the study tours and missions who visited
those countries from Bangladesh and India from time to time
over the last few years.

A survey of the secondary data on trade practices, contact
points, marketing channels of distribution and the pricing
mechanism now operative in the Jjewellery markets of the Middle
East provides us the following information on the nature and
characteristics of the above marketing variables:

Trade_ Practices

Any potential exporter desirous of exporting gold jewelleries to
the United Arab Emirates will have to undergo the following

procedures:

i) Acquire a trade licencg from the Chamber of Commerce,

ii) A residence permit,
1ii) A loca,l sponsor (not a must)

iv) Business premise must be in an area designated for the
purpose and cannot be a room in one's residence

v) Payment of an annual Municipal levies @ of 10% of the
office rental and @ 5% of the residence rental

vi) A work permit

The above formalities also hold good for trading with Kingdom
of the Saudi Arabia.
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The UAE and the KSA markets allow import of jewellery under
any one of the following three forms:

i)  Against letter of credit (IL/C)

1i) Against replenishment of gold and

iii) Against advance supply otf gold depending on
importer-exporter relationship.

Import of jewellery against letter of credit is prevalent in
the case of trade with advance,countries like Italy, Switzerland,
FRG, France, Spain, U.K., Belgium etc.

Imports of jewellery against replehishment of gold scheme are
made in the cases of India, Pakistan, Srilanka, Hongkong, Singapo:
and Thailand. Imports from these countries are also made on %he

basis of advance supply of gold bars by the importers, Jewellery
Export Scheme of Bangladesh also recognizes th: same procedures

for export of gold jewelleries from Bangladesh except the one
against letter of credit. The associated procedures involving xmEg

replenishment of gold or the advaice receipt of gold by the
Bangladeshi exporters conform to the procedures of the two

countries laid in this regard.

The arrangement for imnort of manufactured jewellery against
advance sunnly of gold to exporterz in practice in UAE and the
KSA works on the bgsis of mutual understaniing and trust between

the importer and the exporter.

Marketing Channels

The distribution channels for gold Jjewelleries in the Middle
East market are more or less similar except in one or two cgses
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where the country concerned is engaged in re-export of imported

Jewelleries.

In case of UAE and KSA there are a number of wholesalers importing
directly from foreign suppliers and selling retail thrdugh their owr
outlets, while acting as wholesalers to the rest of the trade. These
wholesalers are at times the local producers of Jjewelleries as well.
The retailers in the jewellery markets of UAE and KSA are also some-
times direct importers and locel producers in a limited scale. The
disbribution channels are, therefore, fairly well defined. Some of
the wholesalers also act as re-exporters especially in case of Dubai

In the absence of a published figure it is difficult to estimate
the total number of wholesalers and retailers operating in these
markets but these appeared to be quite substantial in ®m nuabers
in both UAE and KSA markets (Report of the Study lMission from
Bangladesh, July, 1985). There exists a fair amount of competi-
tion among the distribution channels.

The following schematic diagram shows the distribution system
of gold jewelleries in the lMiddle East Markets:

| DR 1 | 1
' ) ! ! PRDDUCER !
[] ]
{  FRODUCER =—————->-§ EXPORTER {
| J 1
!
]
]
\ v L}
! IMPORTER/ |
! WHOLESALER !
1 i}
| MANUFACTURER/ ! ! !
i 1 ' ; 1
! WHOLESALER | i RETAILER
[ . | e |

CONSUMER



http:IMPORT.ER

Belt i

3.4.5

65

The jewellery houses particularly in the UAE are owned by the
Indians and in most cases, they have their own Jjewellery business
back home. Since there is no restriction in sending gold outside
UAE or KA, these jewellery houses often send pure gold bars in
advance and obtain manufactured jewellery thriugh their own
business houses in the home country (Report of the Bangl.desh
Study Tour Mission, 1985, P.4).

Pricing of imported jewelleries

Price of imported jewelleries are determined on a dynamic basis.
It moves through out its trading day with the international gold
price. The morning prices are based on previous day's New York
closing price or Hongkong current price, whichever is nigher.
With the opening of the Zurich and London markets, the gold
prices follow the latest fix, until the New York market opens
up, when it follows the New York price.

In the gold souk (market place where gold jewelleries are traded),
the jewellers quote price per grsm according to carat content.
Built into the per gram price is a certain fixed charge for work-
manship of designs. In case of Dubai and Abu Dhabi around 2 - 3

US dollar are charged for workmanship of simple designs. The work-
manship charge may range upto US g 28 for intricate designs.

Retailers in these markets normally hzve a mark up of about 10
percent on the making charges and a nominal mark up of about
5 percent on the gold price. Except for exnorts under L/C
terms gold prices do not affect the exporter as he is replen-

ished in physical gold.

In developing the promotion strategies for exported jewelleries
to the Middle East market a knowledge of markei: segmentation
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will be required by the potential exporters. While a general
idea as to the grouping or classification of buyers are available
based mostly on the buyers demographic profile more information
will be needed to penetrate the markets and to establish the

products.

Information are available from the secondary sources on the
characteristics of these markets, buyers behaviour and pre =
ferences. Fublis:ed bulletins of some cquntries may provide

the designs, colour of stones and intricacies in the make up

of gold ornaments and jewelleries which have appeals in different
segments of the Middle East markets.

A survey of secondary sources indicate that no significant

restriction prevails on the import of jewelleries in the Middle
East countries. In UAE and KSA there is no restriction on the
inflow and outflow of gold and gold related item:s from these two

countries.

The present control systems have thus encouraged trading in
Jewelleries both within and outside the'country. Indian Jjewellery
traders having their own jewellery houses both in UAE, and India
are enjoying the privilege under which the Indian jeweliery houses
are sending pure gold bars to their jewellery houses in India and
in turn bringing the manufactured items into that country.

Kuwait has over the last few years received complaints from Iranian
exporters but no comp”aint has been received from the exporting
countries against the control mechanisms instituted by the importing
countries in the Middle East in guiding and regulating the jewellery
import trade. In case of Xuwait it has been reported that there is

a strict guality control mechanism in force which requires the
exporter to comply with certain requirements’guranteeing the:qualit%



of the gold in the exn»rted Jjevelleries. This is being strictly
observed and any violation results in severe penalization of the
importer through impoundin;; eand melting of the entire stock founc
to bebdow the required guality at the cost of the importer.

35 Opinion survey of the committee on Export
An appraisal conmittee with officials from the Export Fromotion
Bureau, customs valuation départmnnt, Jewellers Association,
Bangladesh Standard Insftitution, Bangladesh Council of Scientifi
and Industrial kesearch, Engineering University has also been
formed by the Export Promotion Bureau for assessment of the
value of Jjewell~»ry. Ageinst the background of all these develop-
ments this study undertook an opinion survey of those involved
in the planning and organizing the launching of the jewellery
export scheme for Bani ladesh. & structured questionnaire was
administered to @licit responses and reactions on the potential
export. The following is a summary of the results obtained
through the survey

2.5.1 Origin, growth and developmsnt of the idea for
Jeweller; export_from Bangladesh
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The jewellery business in Bangladesh is one of the oldest
business but only in the Export Policy for 1984-1985 it has
been specificglly spelled out for development as a new export
product. The respondents to our survey were, therefore, asked
as to what specifically led to the conceiviug of the idea

for export of Jjewellery from Banpladesh.
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Table : XXXIII

IDEATIONAL ELEMiNTS OF
THE JEWELLERY EXPOuI FROIM

BANGLADESH

1 1
Source of Idea E Frequency ' Percentage

1

Routine exploration of
exportables 6 28.57
Prompted by developments
in markets 6 28.57
Prompted by responses from
overseas markets 4 10.05
Don't know 5 23,81
TOTAL : 21 100.00
Supply of gold_for manufacturing jewelleries for export

Under the present state of gold supply position the respondents

were asked to identify the sources of the supply of gold for
manufacture of jewelleries, six out of 8 respondents indicated

that enough gold is available through the already confiscated

gold haulages over the last few months and it is slso one of the
reasons that jewellery export scheme has to be launched immediatelys
The responses to this open ended gquestion arve sunnarized below @
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Table : XXXIV

SUPFLY Ok GOLD nOR MANUFACTURE
OF GOLD JEWELLERY FOR EXPORT UNDER
IHE JEWELLERY EXI-ORT SCHEME

Initial Source E Frequency E Percentage
Confiscat~d gold 6 75.00
Jewellers own source - -
Dont know 2 25.00
TOTAL : 8 100,00

The provisions under The Jewellery Export Scheme of the Bangladesh
Bank provides for the supply of gold through the procedure of a
gold replenishment or advance supply of gold bars by importers.

And it hass been laid down that "an authorised exporter shall
initially use the iold and the stones from his own stock or the
initial requirement or gold for manufacturin: jewellery may also

be provided by the Bangladesh Bank at the international mgrket
price prevailing on the day of delivery against undertaking

Bank gurantee for export. "(Jewellery Export Scheme, 1986). This
however, raises the iszue of funds to be available with the present
retail jewellers to pay for the supply of gold at international
market price from the Bangladesh Bank. Luring our survey the retail
Jewellers indicated that one of the major problems of Jjewellery
business in the country is inadequacy of ifunds and the sources
oth~r then personal saving snd loan from friends are almost non-
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existent. Bank loans are hard to come by. Under the circumstances
it is quite doubtful whether the scheme could be made operational
so far as the supply of gold against payment of full price for the

~gold suprlied by the Bangladesh Bank at prevailing international

price is concerned.

In the absence of a financing mode available through bank loans
on easy terms the retail Jjewellers may not be able to pay for the
gold arranged to be providec by the Bangiadesh Bank.

Again under the gold replenishment scheme én exporter will be
allowed to import gold against 75% of the FOB value of the
jewellery exported. But then in importing gold he will be required
to pay a reasonable margin to the Sonali Bank, the designated
importer vhich will lean to the blockage ol funds depending on the
volume of import by the Jjewellery. Tnis may not be .a very suitable
offer to the retsilers who may not like to block their funds when
the fund for the business is so scarce.

Quality of gold jewelleries_to_be exported

The countries in the Middle East import jewelleries from a number
of countries to meet the varying demands of tiueir customers. A
new entrant in exports in these markets will have to compete in
quality with such advanced countries like Italy, oSwitzerland,
France, U.K. and U.s.A. whose jewellery industries have developed
over a period. Murther some of the Middle East markets have rigid
quality controls and importers are penalized for importing subst-

andard gold ornarents.

The resrondents were asked as to whether the jewelleries manufac-
tured b~ Bangladeshi artisans would b= able to compete with the
jewelleries manufactured by other countries. The following table

shows the responses in this regard :



305.4

71

Table : XXXV
GUALITY OF JEWELLERIES FOR EXFURT

T 4
@uality Level i+ Frequency 1 Percentage
1 ]
Able, to Compete 11 100.00
Not able to Compete -
Doﬁt Know -
TOTAL 100.00

Export_of precious, semi-precious stones_and_studded_jewellories
Many of the ex orting countries earn huge amount of foreign exchang
through the export of diamonds, n~recious and semi-precious stones
a8 well as gold jewelleries studded with gems. India for example
earns the bulk of the foreign exchange in this sector through the
export of diamonds. Gold jewelleries compared to dismonds cons—
titute only a small part of the total exports of this country in
terms of value. Rough uncut diamonds and gems are imported from

the countries producing the precious and sémi—precious stones and
after cuttine =nd finishing these are exported to the overseas
markets which include USA, Belgium, Japan, Hong Kong, Switzerland,
singapore and the countries of the Middle East. The total export

of Gems and Jewelleries from India are shown at Appendix V and VI.
Asked about the feasibility of importing stones and gems in rough
and uncut form and then exporting those after finishing and polishin
as stones and gems or using those in jewelleries for export ,the
regpondents indicated that they 1o not consider that the present
status of craftsmanship in the area of stone cutting and polishing
has developed to that extent where this can be done profitably

without incurring huge losses through wastage in the process. The
following table shows the position of the respondents on this issuet
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Pable : XXXVI

EXFORT OF PrECIOUS AND SEMI-PRECIOUS
STONES AFTLR PROCESSING THE UNCUT ROUGHS

Responses E Frequency E Percentage
1

Yes 1 6 .67

No > 83.33

TOTAL : 6 100.00

Incentives_for jewellery export

The respondents were asked as to what incentatives would be given to
the jewelleries who would undertaske export of jewelleries from
Bangladesh. At present there exists a number of incentives for
other export sectors in the form of exemption of taxes, export

credit etc.

It was indicated that the usual incentives given to the exporters
in general will be given to the jewellery exporters. It was stated
that the greatest incentive to the exporte:s will be that they will
be permitted to import gold free of import duty.

Identification of potential entrepreneurs for ex ort of

The respondents to our survey were asked as to how the potential
exporters would be selected in case of launching the jewellery
export scheme, what criteria shall be set for their selection
etc. No suitable response was available on this area which we
beleive constitute an important and crucial aspect of ‘a trade



involving exnort of jewellery. The mainspring of success in
jewellery business over time has been observed to be the
reliability and credibility of those involved in the trade.

Hovever, it w2s stated thet the officials of the Export Promotion
Bureau were negotiating with the member(s) of the Jewellery Assoc-
iation in Dheka in identifying and selectiug the potential exporte:

As regards the criteria for selection of entrepreneurs nothihg has
been developed and set so far and the process as was understood wil
be worked out on the basis of personal knowledge and experience of
the officials concerned about a particular jeweller or jewellers.

Ze5e7 Number of potential Jewellery exporters

The survey also investigated in to the number of potential
jewellery exporters who are likely to export Jjewellery from
Bangladesh while no estimate was available from those respon-
sible for the launching of the Jewellery export Scheme.It was
stated that they consider initially not more than 1 or 2
Jeweller should be allowed to export.

As strict vigilance and control is necessary in this }ine of
trade the number of potential exporters would have to be as
low as possible. The exporters who wi!l be involved in the
jewellery business initially should therefore, be selectively
chosen. Jewellers heving long experience in jewellery business

will be considered.

%¢5.8 Knowledge of product, channels of
distribution, pricing and import procedures

Exporting of gold jewelleries from Bangladesh would require on
the part ol those to be involved to have a fair knowledge of and
acquaintance with the jewellery products now being marketed, the
established channels of distribution, pricing system, and the
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regulations guiding and controlling the import of jewelleries in
importers' markets.

The respondents to our survey were asked to indicate as to how
much information is available with the sponsors of the Jewellery
Export Scheme on the above marketing variables. The results of the
survey are summarized below :

Table : XXVII

MARKETING INFORMATION AVAILABLE
TO POTENTTIAL EXFORTERS
IN BANGLADESH

L4 | ] T 1] 1 1)
Countires v puyai ! Abu Dhabi | Quatar | Kuwait ! KSA
Information Avaiablel ! { ! H
Productfs)
Design/Style + + + + +
Quality + + + +
Distribution channels
Whol? Sale + + _ - +
Retail + + - - +
Pricing process
Elements of
Princing + + - - +
Import regulations
Authorities + + - -
Procedures + + - - +

Promotion strategies + : + - = -+
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It may be observed that the sponsors ol the Jewellery ixport
Scheme do not have enough marketing information in order to
sommission the export of jewelleries to the selected Middle
East Countries. whatever information could ve sifted from the
gecondary sources provides only a sketchy picture of these
markets, Collection of the information was not carried through
standard and acceptable methodology of market survey and as
such inconsistencies in the form of coverage are likely to be
present. It ic therefore, imperative that before cemmissionihg
the export of jewelleries to the markets of these countries a
market survey based on accepted principles and methodology be
carried out. However, a pilot scheme for ex: ort of jewelleries

at this stage is in order.

Information on the production process of jewelleries wused by
the exporting countries, however, have yet to be gathered. The
study mission comprising members from the Exrort Fromotion
Bureau and the representative ol the jewellery business who
visited the Middle East countries indicated that jewelleries
both handcrafted as well as machine made are traded in those

markets.

Jewelleries from India which are exported to the markets of the
Middle East, are, however, predominantly handcrafted. Jewellery
business in India is a labour intensive one und employs a large

majority of unemployed labour. The diamond industry employs a

large part of the surnlus labour.

countries like Italy, switzerland, lFrance
s India with her predominantly

while other exporting
export machine made jewellerie
handcrafted jewe'leries have already been able to capture 2

sizeable portion of the Middle East countries! markets.
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Mechanization, however, on a limited scale for example in chain
making may be feasible but not on a scale where the same will throw
out the currently employed labour out cf business.

3.5.10 Collaboration with other exporting countries

This survey investigated into the feasibility of a possible
collaboration with other nesighbouring countries who have been in
this line of business for guite sometime now and have already
established themselves in those markets. The major assumption
behind such collaboration is that these countries would help
facilitating the access of Bangladeshi Jjewelleries to those
markets. The respondents were asked whether such a collabora-
tion is necessary and profitable.

The results of the survey are summarized below :

Table : XXXVIM

COLLABORATION WITH OTHER
JEWELLERY EXPORTING COUNTRILS

1 .
r;Response Types \  Frequency ' Percentage
| 1
[ |
! |
| |
Yes ] - | -
| |
|
No | 8 | 100,00
- .
TOTAL : ; 8 f 100.00
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The respondents ~ere of the opinion that Bangladesh with the
tradition of making fine quality of gold jewelleries and exce-
lent craftmanship would be able to ma-e an acces~ to the potentia
export markets and as such the idea of collaboration has never

been thought of.

4 survey of the retail Jjewellers, artisans and the information
svailable on the marke's of the lMiddle Last countries indicate
that there exists a .ol potential for readymade gold jewelleries
from Bangladesh in the markets of the Kingdom of Saudi Arabia (XSA
and the countries of the United arab Emirates (UAE) e.g. Dubai,
Abu Dhabi etc.

Availability of gold in the country determines the supply of gold
jewellery. Assuming that the jewellery Export Scheme providing for
and ensuring the availability of gold, this barrier will be remove;
What is needed is to establish reliability &#nd credibility in the
markets through careful seleci.on of exporters, maintenance of
standard guality and continuance and stability of sunply.


http:selec,.on

78

1v, CONCLUSIONS sND RECOMMENDATIONS

In this chapter the conclusions and recommendations whic. have
emerged from the survey undertaken in respect of the export of
gold jewelleries are presented. This study specifically investi-
gated into the present status of the loczl gold jewellery busi-
ness and the feasibility of exp rting gold Jjewelleries especially

to Middle East countries.

loel Conclusions

Gold jewellery industry occupies a very important position in

the economy of the country. Being one of the oldest industries

it provides employment to 2-3 lacs of people - a significant

part of the labour force. But because oi the nature of the raw
material gold and gold related items have always been a sensitive
issue. The industry enjoyed less and less autonomy than business in

other sectors.

Further, in a controlled economy like ours the functioning of gold
jewellery industries come under the strict vigilance and control
of the government. The availability of gold which determines the
supply of gold jewelleries has since the beginning of this entury
been controlled by the government.And while the then government
of Pakistan allowed only a limited import of geld, gold and gold
related items have been banned from import into the country since
the independence of the country. As a result whatever gold is
available to the jewellery business barring of course those which
enter the stream through illicit channels is that possessed by
customers who bring it to the jewellers for change of designs.
Only a little amount comes from sources like bullion markets and
foreigners who sometimes sell gold in local markets.

While the gold jewellery industry employs such a large segment
of the labour force and occuries a significant position in the
local market the industry did never grow in any'organized form.
During the early seventies gold ornaments and jewellerﬁ industry
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suffered a set back when using those either as wedding gifts or
for similar ourposes were socially discourageds

While investment in jewelleries is not considered as wise
investment by some the reality is that this precious metal
having #n international currency value still enjoys the highly
preferable invistment item in the portfolio »f investiment iteus
in the developing countries where investment in other business
and industry is considered as only too risky by individuals.
Opinions have also been expressed during our survey that gold
provides a suitable medium for investing and transforming black
money earned by some in the country. Gold jewellery industry
especially suffers from the inadequacy of finance whose source
consists of personal and family ssvings in bulk and only a little

from other sources including banks.

Coupled with the constraints observed in our study as indicated
above are the paucity of merketing information, aveilability of
designs for adaptation and innovation, taxes, government procedures
snd regulations, non-availability of tools, machinery, chemicals

and insurance facilities against risk that went against healthy
growth and development of the local industry.

But while the local market for the jewellery industry is beset with
numerous constraints gold Jjewelleries still have a promising poten-~
tial market in overseas countries. Countries like India, Thailand,
Hong Kong, Italy, are already taking this op-ortunity of expoxrting
the gems and jewelleries to overseas markets and are earning sizeable
amonnt of profits through such ex.orts. According to the Indian Gem
and Jewellery Export Council,with new gold replenish:ent scheme
coming into operation from 1984 Indian gem and jewellery Industry
was optimistic that the gold jewellery exports will touch the US g
167 million merk by 1986. Today the gem and jewellery export
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industry hss surpassed many industries in the country. From
a bare Indian Rs. 21.53 crores in 1966-1967 the exports of gem
and jewellery industry have risen to Indian Rs. 1224.45 crores

in 198%-19384.

Italy on the other hand beginning with an export earning of
US 8 250.616 million in 1979 by exporting gold jewelleries to
Saudi Arabia have raised the same to US g 449.801 million in

1983.

Indian gold Jjewellery industry is highly labouar intensive. The
investment employment ratio is one of the lowest. Power requirements
are minimal. he Indian ex-orters over the years have acquired the
knowledge of quality, designs, price ranges of gold jewelleries
demanded by the jewellery indust.y the world over; and the industry
with the entrepreneural slkill exploited the business opportunities
thrownopen by world markets, adjusting the jewelleries produced for
export with the quality. style, and designs preferred by the consum-
ers in the overseas markets.

Bangladesh also has the similar oyportunity to exploit the jewellery
export markets. Quality, design and craftsmanship wise the jewell-
eries produced in the country are similar to those produced in
other Asian countries now exporting to the markets of Middle East
Countries. The rcports of trade delegations to the fairs im Middle
Eest and the study teams/missions' reports on selceted countries
markets e.g. Dubai, dbu Dhabi and the Kingdom of Saudi Arabia
indicate that the most of the jewelleries now being imported and
scld in these countries' markets are more or less similar to the
ranze of ¢sold ornaments and jewelleries produced locally. The
importing countries concerned currently import jewelleéries from
quite a large nurber of exporting countries io meet the varying
demands, tastes and preferences of the buyers in those markets
which range from jewelleries with machine made '‘modern -designs

to handcrafted, heavy and in oriental designs.l
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while informstion on the demand for gold Jjewelleries in the
markets of lMiddle kast countries is not adequate and would need
an organized market survey to be undertaken before Jewellery can
be exoorted the rerorts of trade delegation and mission indicate
that there exists some demand for Bangladesh jewelleries

in the jewellery markets of the Middle East. Further,

the volume of imnorts from the exporting countries also indicate
a trend of rising demand for gold jewelleries in these markets

over the last 5 years.

Considering the capabiiity of the retail jewellers and artisans
in Bangladesh and the demand prospects for gold jewelleries in
the Middle East market Bangladesh can take this opportunity to
exploit t:ece markets. However, =2s revealed through our survey
while the architect and sponsor of the Jewellery Export Scheme -
the Ixnort Promotion Bureau appears to be overly optimistic we
would like to be a lit.le cautious in this area.

Before Bangladesh could actnally commission the export of gold
jewellery to the Middle Lizst countries certain imwortant marketing
issues have to e resolved. These include %*nowledge about the
production processes in the exporting countries', product designs,
quality and quality control requirem nts o the importing countires,
potential contacts, market access reguirements, marketing channels
of distribution etc. While some information are available on these
issues more is needed and that again needs to be collected through
organized market surveys. These information wr.uld provide valuable
inputs to the formulation, development and implementation of an
export marketins programme snd in the development of a suitable
promotional and developnent stratepy for Bangladeshi jewelleries.

A knowledge of customer preferences znd the state of technology in
jewellery design and production would provide inputs to the produc-
tion of jewellerins for exnort as well as to face the competition
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in this area from other exporting countries which have long standing
experience as exporter of jewelleries to those markets.

Th Jewellery Export Scheme formulated recently by the Bangladesh
Bank cgn go a long-way in mitigating the supply of gold to the
jewellers desirous to be in the export trade of jewelleries.

The gold supply procedures provided under the s~heme are . more

or less similar to those now in operation in India and Pakistan.
The difficulty with the provisions is that under one of the
procedures viz., the gold replenishment scheme the potential
exporter may obtain the supply of gold for manufacture of
jewellery from the Bangladesh Bank on payment of price prevailing
on that day at the international market unless the exporter opts
for using gold from his own stock which is almost a remote possi-
bility considering the present status of gold supply and availa-
bility in the country. Buyihg of gold from the Bangladesh Bank at
the current international price would involve quite a large sum

of money to be invested in acquiring gold for a sizeable volume of
export. The financial status of the retail jewellers in the country
does not indicate a lucrative propostition so far as this scheme
is concerned. Many may not feel like blocking their funds or even
be able to pay for the price from their business. Moreover the
Jjewellery business has yet to establish their credibility and
reliability with the Banking sector as a whole. Lack of finance
could pose a hurdle to the operstionalization of the gold replen-
ishment scheme initially and during sub-sequent imports. And the
gcheme may remain as a non-starter for want of enthusiastic poten-
tial exporter. Even in India where bankers insist that no other
industry has been able to obtain as much bank support as the gem
and jewellery industry, the industry is pressing for more and more
bank financing on the plea that if more exnorters are to be
brought in the field adequate f.aance from banks must i'cach the
industry and as such more and more banks should be encouraged to

enter the financing field.
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The other alternative provision of bringing in the advance

supply of gold bars from the importers and then manufacturing
jewslleries for exporting to those importers appears to be

more comfortable pro-~osition considering the present financial
status of jewellery industry in Bangladesh. Under this provision
the potential exrorter can earn the foreign exchange through
realization of the price for value addition to the gold without
having to pay for the price of the gold in advance. But this
system operates on the basis of mutual unde standing, reliability

among the importerg and exporters.

In case of Indian exrorters the jewelery houses particular1§~

in the UAE are Indians and in most cases, they have their own
jewellery business back home. And since there is no restriction in
sending gold outside UAE and KSA, these jewellery houses often send
pure gold bars in advance and obtain manufactured jewellery through
their own business houses in the home country.

L'he general procedures in connection with the import and excwor®

as have been enunciated in the Jewellery Export Scheme also merit
exomination to the effect that the scheme appears to have some in-
built procedural bottlenecks in the form of requiring duplication
of work, delays in processing of work and other encumbrances which
might ultimately defeat the spirit of the scheme. while many of
these are likely to be surfaced once when the scheme is made oper=
ational but from our experience with a similar scheme now in oper-
ation in India at least one or two problems can be cited. Ior
example, for a similar provision in the Import Export policy

1983-1984 of India where replenishment licences are given against

ex: »ts on submission of prescribed documents with the application

viz., the bank certificate in original of exports effected and
bank-attested cop,, of the invoice. Yet there is insistence on
production of bill of lading, postal receipt/shipping bill as
the case may be which is not authorized. It has delayed

applications, increasing input costs and impedes prodactior.
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To sum up it may be said that given the present status of

the jewellery industry in Bangladesh and now that the Jewsllery
Export Scheme has been formulated which would take care of

the supply oi gold to potential exrorters, Bangladesh may
gseriously consider the possibility of commissioning of the
scheme. But before this can be done some other important issues
involving both sup.ly and demand side should be resolved. This
involves collection of information on the production process of
exporting countries, selection of entrepreneurs as potential
exporters, training of artisans through availability of trainers
if necessary from exporting countries and providing necessary
assistance to the jewellers to obtain tools, accessores, chemicals
etc. as in introducing and promoting jewelleries from Bangladesh
in the importing countries' markets. These have been discussed
in the following section on recommendations of this report.

Recommendations

This section contains the recommendations on the feasibility of
gold jewellery export from Bangladesh. These recommendations

are based on the findings of jewellery market survey and are
mede ageinst the back ground of the recently announced Jewellery

Export Scheme of the Bangladesh Bgnk.

The jewellery industry in Bangladesh which is one of the oldeét
ipdustries of the country cnjoys a reputation of producing finest
quality of jewelleries. Tle industry is highly labour intensive

and the investment-labour ratio is one of the lowest compared with
other industries of the country. Thus the industry is quite suitable
to a country like Bangladesh where capital is scarce and labour is

in abundant supply.

The industry has, however, never grovwn to its desired potential
because of the government policy and other associated factorg
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involving financial and marketing aspects as a whole. If on the
otlier hand the industry could be made export oriented considering
the present limitation in terms of size, buying capacity of the
local markets it could become a profitable venture both in terms
of earning of foreign excnange as well as in easing the unemploy-
ment problem. Under the ureséﬁt circumstances the 30ld industry
in Bangladesh does not have much prospects to grow and develop.

Demand for gold jewelleries
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A survey ol the secondary data on the demand characteristics in
general indicates that there exists a good potential for the hand-
crafted jewelleries with oriental designs in some of the selected
Middle Last countries like Dubai, Abu Dhabi, Kuwait, Qatar and

the Kingdom of Saudi Arabia.

Since the Jjewellery iudustry has the tradition of making quality
gld Jewellerirs with oriental designs, it may exploit this

opportunity.

Contacts with the markets in the Middle East through delegations,
missions etc. resulted in encoura::i.g responses from a cross section
of these markets but exports of jewelleries could not materialise
because of the government policy on import and export of gold and
gold related items to and from Bangladesh.

Since other Asian countries like India, Hongkong and Thailand
are successfully exporting gold jewelleries to those marlzets
Bangladesh with her jewelleries which bear some commonality in
style and deSign have a good potential for exrorting gold
jewelleries to those markets.

Now that a scheme for imrort of gold and exuort of gold Jewelleries
to and from Bangladesh 1is available exclusively to those who will
be exporting gold jewelleries from Bangladesh. '
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A market survey should be undertgken
in order to assess the potential demand
for the volume, design, quality etc. of
the jewelleries from Bangladesh in the
importing countries market before
launching an export programme for
exporting gold jewelleries to those

markets

The secondary data available on this area provide only a general
partial picture of demand characteristics of these markets.

Supply of gold jewelleries

None of the jewellery houses had ever been in exnort business

and as such does not have any experience in this line. An assessment
of supply capacities and skills of menutacturing jewelleries for
export is a prerequisite to a successful export programme.

While there exists a general indicgtion as to the potentiality of
Bangladeshi jewelleries making inroads into the selected importing
countries markets many of the constraints exist in launching an
export programme. Some of these constraints have, however, been
proposed to be removed in the Jewell.ry Export sScheme but there
are others which need to be taken care of before the export of
gold jewelleries can be undertaken,

Design of Jjewelleries play a very significant role in the successful
marketing of Jjewellery products. Though the secondary data provide
some information about the consumers tastes and preferences these

are not very specific in nature.
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Further, design changes not only are fast but 2lso are influenced
by the exnorting countries designs which these countries try to
promote and develop in the importing countries' markets.

Arrangement and plans should be undertaken
in order to set up a marketing information
system so that the potential ijewellery
exporters in Bangladesh could be provided
with the knowledge of designs currently

in vogue in the imgortine: countries'

markets

Quality of jewelleries is another significant fictor which determin
viability of exrorts in the Middle Estern countries. A few countrief
have quite stringent rules and policies of cuality control.

While an Annrraisal Committee for valuation
of jewelleries for export has been proposed
uynder the jewellery Export Scheme and import
of machinery to check on the quality of the

gn1d arrangement is being; stipul=ted
procedures for checking of quality as well as
provisiéns for restricting, below standard
exnortabléé to enter into the stream should

be specificallv formulated.

State of technology in the production of gold jewelleries is

also significsnt in producing gold jewelleries with desipns
appealing to the tastes and preferences of the consumers and

to meet the standars of quality specified in the market. Wwhile
handcr~fted jewelleries are in demand in the potential importing
countries' markets maﬂy of the exporting countries in addition to
hands also use certain tools and accessories in order to overcome

the deficiencies which occur through the use of hand onlye.
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In Bangladesh because of the government policy so far in vogue
not only gold and gold related items were banned from import bub
also the tools, accessories, chemicals for the making of gold
jewelleries were banned from import.

While the recently annuunced Jewellery
Export Scheme provides for the import

of gold and the tools and accessories

an gssessmznt of the n=ture, type and

kind of tools now being used by the
exporting countries should be undertaken

in order to estimate and establish the
demand for the tools and accessories which
shall be required in making gold jewelleries
of exportable standards. '

Production process involved in jewellery making contributes to
the appearence of jewelleries produced. For example, machine
madc jewelleries from Italy find gold markets in Bahrain
because ot the qulaity of fabrication, intricacies of designs
etc. Even in the countries largely exporting handcrafted products
the production processes have developed to an extent which can
support a profitable volume of exnort and take care of certain
defects of handcrafting of jewelleries. In Bangladesh, the
jewellers while making jewelleries use a lower grade material
when joining gold ornaments which tends to be blackened after
sometime. The expertise of using the same meterial is not

available with the artisans.

A survev of the production process of the ...
gold jewsellery exporting countries should

be undertaken in order to gather and .provide
the Bangladeshi artisans the knowledges in
this area which would assist them in making
jewelleries of exportable standards as well
to face the competition.
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4,7.,5 Selection of entreorenurs

Gold being sensitive,for export of gold jewellery tue government
institution will be solely responsible for implementing, monitorin

and controlling the business.

Selection of entrepreneurs for this sector must be undertaken with
utmost care as on this would depend the entire future of the
Jewellery export. while many have expressed their desire to be

in export Lusiness for gold jewelleries a not a significant portion
of thuse interviewed by us appears to have the n-ceded reliability
and credibility which is so much needed in this business. An
unscrupulous ertrepreneur may totally destroy the image of the
industry in the cversease markets.

The export Promotion Bureau which has been given the responsibility
to select the potential exporters with assistance from the Bangladesh
Jewellery association in Lhaka has not so far been able to succeed

in selecting the potential exrorter(s).

In order to establish the needed
reliability snd credibility in the
importing countries markets suitable
criteria for selection of potential
exporters based on their financial

soundness, quality ot vroducts,
credibility and reliability in the
local morkets etc. be developed.

4,2,6 Promotion and development of export_business
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In order to launch and sustain a successful export programme of
the gold jewvelleries the products would need suprort through
carefully organized promotional activities. Based on the buyers
characteristics, segments of the importing countries' marl-ets

and the consumers preferences an a:upropriate strategy for the
promotion of gold jewelleries may be developed and suitable media

selected to operationalize the same.



Arrangement for displaying the gold jewelleries
through exhibition-cum-sales visit shoudid be
made in the importing countries so that potential
exporters would be able to show their products
to _the intending buyers and convince them of

the products.

Perianent disrlay window may be set up in
importing countries to disnlay the Bangladeshi

jewelleries as g measure to introduce the

jewelleries in those mgrkets.

Publicising the jewellery products through

the newspapers., trade and commerce periodicals,
publications of Chambers ol Commerce of tae
countries concerned would 2lso go a long way
in introducing the Bangladeshi jewelleries

to the potential importers and users.

.2.7 Training of exporters_and_ artisans
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Undertaking export by those who have no experience of export
business and use of expertise and the tools and accessories

would require training to do so.

Arrangement should be made to_train the
potential exporters on the procedures of
exonrt as well as on the importing countries®

regulations.

Artisans should be provided training by
bringine in the experts from the countries
which have been nroducing jewelleries for
export or by sending a selected few of the
artisans to thcse covntries to ascquire the
knowledge required in the production and

use of tools and accessories.
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Si-ce financial outlays play a prominent role in determing

the volumn of export business its subsequent promotion and
development arrangement for financing the potential exporter

at the initial stage would be very much required. The provision
for liberal benk loans at this stage is hard to come by. Further,
the potential expprter will be required to duy the gold from the
Banglgdesh Bank at the current international price which weculd
involve a sum of money which many would not be able to pay and
some may not like to block till the day he could export his

products.

Under the above circumstances Bancladesh

Bank may consider sunplying the gold

from its stock (which it has accumulated
through confiscation of illegally smuggled

go0ld and which according to the sponsors

of the export programme would constitute

the initial supply of ;.0ld for the jewellers

if they opt to buy) and recover the price from
export realization. Instead of receiving advance
gold bar supply from the importers as has been
provided under the gold jewellery scheme and
which could be difficult till a level of relig-
bility and credibility among the importers and
exporters are established this would egse the
financial burden of potential exporters.

Since export of items like gold jewelleries is a function of

the government policy the assistance needed by the potential
exporters can only be provided to a large extent through the
formulation of policies guiding and controlling the sunrply of
raw materials, machinery equipment, t 0ls and accessores and
above all through the formulstion of an import and export policy

acceptable to the potential exporter.
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TPowards this end it has been observed that the export policiews
of the neighbouring country have been criticised by the users
to have created difficulties in the procescing of exports
through duplication of efforts, delays and involvement of to00
many controls which ultimately lead to increase in input costs
and make experts unprofitable. wWhile the complications may also
arise when the Jewellery Exnort Scheme of Bangladesh Bank comes
into operation, these will have to wait till then.

The only assistance which MIDAS could
offer to "he development of potential
exporter is to provide assistance for

acquiring necessary tools, accessories
etc. after a particular jewellery business

bas beer. selected as exporter. Becguse

MIDAS would not have anything to do with

the selection of potential exporterse.

A profile of a potential receipient of
assistance can also be prepared affer an
assessment of tools and accessorics required
in the production of exportable jewelleries

has been undertaken.

Further, it is assumed that the financial requirement of the
potential exporters would be to the tune of such amounts which
may not be acceptable as investment on the part of MIDAS.
Regarding the requirement of finance for tools and accessories
the potential exporter may be able to undertake those by them-
gelves unless the exporter desires to mechanize his production
process to an extent where he might be forced to horrowv.

Another option is finance the changeover of the immitation
jewellery plant now being financed Db MIDAS which if witp‘theu
introduction and stabilization of gold jewelleries export at
any time desires to enter into the gold jewelleries export f :
gtream. This could mean investment of moderate commitment andj'
involvement provided the prodject gets selected by the Jewellery

Export Scheme Appraisal Committee.
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APPENDIX = T

CONSUMER PREFERENCES*

The Arabs and Indian customers prefer jewellery in either 21 or
22 carats., Traditional designs such as bangles and bracelets
are much favoured by Asian women, while Kubai and Satami styles
of wrist and neck wear are popular amongst Arab women. The
biggest sales are made to local Arabs.

Italian jewellery made in 18 carat gold finds favour with
European expatriates and with the Arabs if diamond and others
gems are used in intricate desifgn patterns.

The Jewellery pieces from Arabia and the Gulf are usually large
and striking and make a splendid display when many items are
worn together, This is a style favoured by Arab women, who

wear three or four pieces of ear rings, together with neckleces,
" geveral pairs of bracelets, anklets, rings on every finger and

nose ringse

Necklaces can be found in various shapes and sizes. One of the
most common designs features a large circular medallion on &
necklace of gold beads, strung at intervels with Maria Thereson
dollars. The Medallion would have engraved design or a Koranic
inseription and the beads would be decorated with filigree work
or with tiny gold balls.

Another common type of necklace is a chain supporting a hirz; a
square, rcetangular or cylindrical box which may contain a
Koranic text. The chain is sometimes hung with small boxes or
1ittle gold figures. This type of necklace owes its origin to
pre-Iglamic times, when women wore amulpts to ward off the
evil eye during pregnancy or to give help during child birth,



A bright colour is more favoured for rings - many of which have
gome kind of red stones, garnets or cornelians or simply pieces
of red glass. Red, which was the prerogative of important
personages, still suggests luxury and power. Rings are worn
singly, one on each finger, and on thumbs. -Occas?énally all
rings . are attached by chains to a bracelets.

The bracelets worn in Arabic hands over a wide base, with the
space filled by row of domes and spikes of gnld. Another
popular type is a hollow decorated circle containing stones,
Worn above the elbow, this indicates that a girl is engaged
to be married. Both brgcelets and anklets are always worn in
.pairs and are elaborately worked with geometric and floral
designs.

Ear rings are worn on their own and also as part of an
elaborate head dress. A band formed of chain or gold beads
may be put over the top of the head to take the weight of
very heavy ear rings. From this band another piece may hang
on the forehead, with yet another running from the top of the
head to the nape of the neck.

*Report of the Jewellery Study Mission to the United Arab Emirates

and Kingdom of Saudi Arabia, July 8-22, 1985, PP 6-8,

o



APPENDIX-II

INDIA'S EXPORT OF GEMS
AND JEWELLERY
1975 -198AF

(Value Rs. in Lacs )

Years 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985
Items

1. Diamond 6013 8468 7505 9908 21184 51668 69294 55014 59065 72776 1
52—3‘. e o e os e eeo e ee e sow o s e e e s e e s e e se T e
4, Gold ‘

Jewellery 34 43 77 %0 237 672 540 169% 1461 4515 8338
6—7.'. cea .
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Total Exports 6047 8511 7582 9998 21421 52340 69834 56707 60526 77201

Export Promotion Council, "The Gem and Jewellery", an special supplement,
May, 1984, Bombay, India.

.= 2-5 includes sales value of precious and semi-precious stones and pearls exported
over this period.

*** 5-7 includes sales value of non-gold jewellery, synthetic stones, and imitation

Jjewelleries.,

S6
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APPENDIX-III

EXCHANGE CONTROL DEPARTMENT
BANGLADESH BANK
HEAD OI'FICE
DHAKA

" F.E. CIRCULAR NO. 19 DATED: THE 27TH MARCH, '86

ALL AUTHORISED DEALERS IN TFOREIGN
EXCHANGE - IN BANGLADESH.

Dear Sir,

JEWELLERY EXPORT SCHEME

4, Supply of Gold: An authorised exporter shall have option
to procure gold and precious and semi-precious stones to
carry out manufacturing operations for export of jewellery
under any of the following two procedures:

A, Gold Replenishment Procedure: The mode of procurement
of gold and stones under this procedure shall be as

follows:

i) An authorised importer shall initially use the
gold and the stones from his own stock or the
initial requirement of gold for manufacturing
Jewellery may also be provided by the Bangladesh
Bank at the international market price prevailing
on the day of delivery against undertaking Bank

gurantee for export.

ii) Subsequent requirement of gold stones and other
materials shall be imported through Sonali Bank
against Special Import Authorization (SIA) to be
issued against export of jewellery under this
scheme to the extent of 75% of the F.O;b}|Valﬁe
of the jewelleries exported.
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The quantity (of old) of which shall not be less than 700
grams or 50 totals.

Sonali Bank shall be entitled to ask for deposit of reasonable

morgin and to realise trom the concerned importer the actual
charges incurred by it in arranging the importation, storage
and delivery.

B. Advance gold/material supply procedure: The mode of

procurement of gold and stones under this procedure shall
be as follows:

i) The authorised exporter may enter into a contract with

a foreign buyer for manufacture of jewellery against

advance supply of gold and gtones free of cost by

the buyer. The contract should stipulate among others,
the period for supply of gold, the period allowed for
execution for the order and amount/rate of making
charges of the jewellery which shall not be less than
25% of the value of jewellery exported.

General

For examination of purity of gold both at import and export
point, 4 sets of machines shall be imported- one each by
Sonali Bank, Bangladesh Bank, NBR and Jewellery Association
so that proper checking can be made by them.



APPENDIX-IV

EXPORT OF GOLD JEWELLERY AND STONES

FROM INDIA DURING
1974 198k

( Value Rs. in Lacs)

Ctems ' 1974-75 | 1975-76 | 1976=77 | 1977-78 ! 1978-79, 1979-80 | 1980~81 | 1981-82 | 1982-85 | 198381
50ld Jewellery 77 90 237 €72 540 1693 1461 4515 5769 8338
‘recious/Semi-

“recious Stones 1877 1878 2C3%9 2529 2406 2719 2813 3642 4828 4097
Jearls. 92 353 o877 290 198 . 264 448 635 474 711
Synthetic Stone 16 156 34 93 33 26 17 31 37 56
Jotal 2,062 2,476 3,297 3,584 3,177 5,002 4,739 3,823 11,108 13,202

S0URCE : Indian Gem & Jewellery Lxvort Council Bulletin, 1984, p.22
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COUNTRIES EXPORTING

JEWELLERIES (GOLD AND SILVER)

PO HHE MIDDLE EAST

APPENDIX.V

29

Exporting
Countries

I Importing Countries

lL‘I\bu Dhabi

Dubai { Kuwait J Qatar

KSA

USA
UAE

Kuwait
Lebanon
Hongkong
Italy
Japan
Singapore
IF'rance
Switzerland
India
Taiwan
Pakistan
Bahrain
Spain
China
Egypt
Belgium
Iran
Syria
Thailand
Russia

United Kingdom

West Germany

+ + 4+ + + 4+ +

+ + +

l

+

+

I+ + 4+ + 1 + + +

+ + +

+ + + + 1 o+ + + 4+ U o+ + + +

+

+ + + + + +

(+) Export
(=) Non-export



APPENDIX VI

. INDIA'S EXPORTS OF |
4= GEMS AND JEWELLERY |

1200 : 1973-74 TO 1983-84
-2 VALUE IN CRORES OF RUPEES -

1,100

=1,000—

|
- '.—q/. - N
T . PRECIOUS/SEMI-PRECIOUS STONES Lot ,'
,——.—I —————————— ’__——-—1—-——“./ ’
74 7475 7576 7677 71718 1879 7980 8081 8182 8283 8384
| BE |
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