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Rise and Shine: Facilitating Gems and 
Jewellery exports from Indian SEZs
Mrs Arpita Mukherjee, Dr Nida Rahman and Ms Eshana Mukherjee1

This article examines the implication of DESH Bill 
(2022) for gems and jewellery units located in 
Indian SEZs and lays down recommendations to 
enhance exports from Indian SEZs.

India is a key exporter of gems and 

jewellery products. In 2021, India’s 

exports of gems and jewellery stood 

at USD 38.15 billion, recording an 

annual growth of around 56 percent 

from FY 2020.  In FY 2021 vis-a-vis 

FY 2020, India’s exports climbed up 

in new product categories such as 

coloured gemstones and lab-grown 

diamonds. India is the top exporter 

of cut and polished diamonds and 

ranks 2nd in gold and silver jewellery 

exports.  The sector meets a large 

part of its raw material requirement, 

such as raw gold and rough 

diamonds, from imports. 

Globally, many countries have 

harnessed Special Economic Zones 

(SEZs) in their export promotion 

strategies. India set up its first Export 

Processing Zone (EPZ) in Kandla, 

Gujarat, in 1965. As of November, 

2021, there were around 5604 

units in Indian SEZs, contributing 

around 35 percent to India’s total 

exports, and generating employment 

for 25,60,286 persons.  Around 

500 gems and jewellery units had 

located in the Special Economic 

Zones (SEZ), primarily motivated by 

3 benefits offered in an SEZ; (i) zero 

duty imports, (ii) better infrastructure 

and ease of doing business, and (iii) 

availability of fiscal and non-fiscal 

benefits. Gems and jewellery units 

are located in both multi-product and 

single-product SEZs.  There are four 

single-product gems and jewellery 

SEZs, whereas 25 multi-product-

operational SEZs, such as Santacruz 

Electronics Export Processing Zone 

(SEEPZ) (Mumbai, Maharashtra) 

have gems and jewellery units. 

The single-product SEZs include 

Manikanchan in Kolkata, West 

Bengal; Surat SEZ in Surat, Gujarat, 

Hyderabad Gems SEZ Limited in 

Hyderabad, Telangana, and Jaipur 

Special Economic Zone, Sitapur, 

Jaipur, Rajasthan. Exports from SEZs 

was around 30 percent of the total 

gems and jewellery exports in 2019-

2020.

However, lately, the gems and 

jewellery units in Indian SEZs are 

facing an uncertain operational 

environment as the export-linked 

subsidies offered under the Indian 

SEZ regulation have come under the 

scanner for non-compliance with the 

WTO’s Agreement on Subsidies and 

Countervailing Measures (ASCM). 

The United States of America (USA) 

challenged a number of Indian 

export promotion schemes, including 

the incentives given to SEZ units 

conditional upon the unit being a 

net foreign exchange earner as an 

export linked prohibited subsidy, in 

the WTO and won the case in 2019.  

Therefore, the SEZ units are in an 

unfavourable situation where (1) the 

fiscal incentives have to be phased 

out in agreement with the WTO 

ASCM and (2) other countries like 

China, Turkey, etc. are supporting 

their SEZs with a competitive 

package of WTO compliant subsidies 

and non-fiscal incentives like reverse 

job work, which are not available 

to the Indian SEZs. The share of 

exports from SEZs to total exports 

declined to 17.7 percent in 2021-22. 

To become WTO compliant, Indian 

SEZs need to redesign its incentive 

package. The fiscal incentives 

should not be a drain on the 

government budget and the benefits 

of the incentives, such as growth in 

exports, must outweigh the costs 

associated with the incentives. While 

designing the incentives, it is also 

pertinent to see that the incentives 

doesn’t become the sole reason for 

the firms to re-locate from Domestic 

Tariff Area (DTA)  to SEZs and vice 

versa. Given these complexities 

and given that both Centre and 

states offer multiple incentives, we 

conducted an online pilot survey 

covering 14 SEZs units, 19 DTA 

retailers and 5 DTA manufacturers 

(total 38 online survey respondents) 

and 4 stakeholders’ consultations to 

examine the present status of gems 

and jewellery units in the Indian 

SEZs, the issues faced by them and 

suggests a way forward. 
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Key Findings from the Pilot 
Survey
The survey found that the gems and 

jewellery units in the Indian SEZs 

are operating under an uncertain 

policy environment vis-à-vis their 

counterparts in other gems and 

jewellery exporting countries such as 

Turkey, China, Philippines, Canada, 

etc. Some of these countries not 

only have lower logistics costs, 

but also provide more non-fiscal 

incentives like reverse job work, 

which has improved their firms’ 

global competitiveness. Reverse 

job work allows the SEZ units to do 

job work for the DTA retailers and 

manufacturers during the period 

when the export demand is low. 

This helps the firms to mitigate risk 

related to seasonality of export 

demand and these firms can replace 

the demand for imported goods 

in the DTA. Given that the primary 

role of the firms in SEZ is to export, 

countries like Turkey allow reverse 

job work subject to certain terms 

and conditions, like payment of 

appropriate taxes and duties.    

Another issue for firms in SEZ is 

that they export products like heavy 

handcrafted gold jewellery and 

cut and polished diamonds, the 

export of which grew marginally, at 

around 1 percent and 0.7 percent, 

respectively. However, exports of 

new product categories such as 

lab-grown diamonds picked up 

steam by growing at a Compound 

Annual Growth Rate (CAGR) of 48 

percent. Thus, there is a need for 

firms to move into newer products 

and within each product category 

like gold jewellery towards segment 

like light weight gold jewellery, which 

will need technology and innovation. 

Turkey has swayed the global market 

in light weight jewellery exports. 

Our survey found that investment 

in Research and Development 

(R&D), advanced technology and 

skilling of workforce is low in the 

gems and jewellery units of Indian 

SEZs. Of the total 14 gems and 

jewellery SEZ units, only 4 reported 

to have made such investment. 

Foreign Direct Investment (FDI) 

in gems and jewellery units of 

Indian SEZs is negligible. There are 

limited training programmes and 

modules to upgrade skills in use of 

modern technology and there are 

issues related to lack of funding, 

gaps in technical training and 

quality of training. All the surveyed 

SEZ units felt the need for WTO 

compliant fiscal incentives. To make 

the incentives WTO compliant, 

incentives may be given on services 

used by the units like training or 

software. Since the WTO has no 

discipline on subsidies in services, 

and services is a key component 

of the cost, fiscal incentives can 

be directed towards services 

used in manufacturing. Along with 

this, non-fiscal incentive such as 

allowing the SEZ units to cater to the 

domestic demand or DTA (reverse 

job work) will be a positive step in 

improving the productivity, efficiency 

and enhancing the ease of doing 

business in the sector (see Figure 1). 

There will be more value addition and 

job creation in the country and it will 

allow SEZ units to serve customers 

better by maintaining international 

standards in manufacturing, as 

more skilled workers and tools and 

technology are available with the 

SEZs. It will increase the profitability 

of firms in SEZs.  

Gems and jewellery units in the Indian SEZs 
are operating under an uncertain policy 

environment vis-à-vis their counterparts in 
other gems and jewellery exporting countries 
such as Turkey China, Philippines, Canada, 
etc. Some of these countries not only have 
lower logistics costs, but also provide more 
non-fiscal incentives like reverse job work, 

which has improved their firms’ global 
competitiveness.
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Figure 1: Benefits of Allowing Reverse Job Work
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Source: Pilot Survey of SEZ Units

Issues Faced by the Gems and 
Jewellery Units in SEZ 
The issues faced by the units in 

SEZs ranged from global issues 

such as Russia-Ukraine war, rising 

inflation, slowdown in importing 

countries, which the DTA units also 

face to SEZ-specific issues such as 

the withdrawal of fiscal incentives, 

limited non-fiscal incentives and 

uncertainty surrounding the future 

of SEZ policy and concerns around 

the new DESH (Development of 

Enterprise and Services Hubs) Bill, 

2022. The survey identified following 

core barriers:

1. Policy Uncertainty and Gaps 
in the DESH Bill

Both the SEZ and DTA units find the 

evolving new SEZ policy, i.e., the 

DESH Bill (2022) ambiguous and 

uncertain. The DESH Bill (2022) 

was expected to be tabled in the 

monsoon session of the Parliament. 

It was postponed and is now likely to 

be discussed in the winter session. 

The ambiguity surrounding the 

DESH Bill (2022) is on the type of 

fiscal and non-fiscal incentives it will 

provide to the units, the conditions 

that are required to be met to get the 

incentives, the terms and conditions 

applicable to sell to the DTA. There 

is need for definitional clarity on 

terms like reverse job work and 

manufacturing services and align 

such definition with the globally 

applicable definition. While there 

is no global definition of reverse 

job work, according to the United 

Nation Central Product Classification 

As the SEZ units await a 
new and robust policy, it 
is important to recognize 
the need to modernise 
the gems and jewellery 
sector, invest in R&D, 

innovation and upgrade 
skills. Incentives can 
be smartly designed 

to link to these 
criterions. There is 

scope for collaboration 
between business and 
government in areas 

such as capability 
building and training and 

brand building

(UNCPC) Version 2.1 Code 886, 

basic metal manufacturing services 

includes outsourcing portion of a 

manufacturing process or completely 

outsourced manufacturing process. 

Since it covers manufacturing 

services only, the output is not 

owned by the unit providing this 

service. The value of the service is 

based on service fee paid, not the 

value of the goods manufactured.  

Such services can be given 

fiscal subsidy in the current WTO 

framework as there is no discipline 

on subsidies in services.     

At the same time, the SEZ units 

have welcomed the broad intention 

of the government to delink export 

conditions for giving incentives and 

allowing reverse job work under the 

proposed DESH Bill 2022. Some 

firms raised concerns that if the 

policy is not aligning with other 

policies and incentives given in DTA 

there can be relocation of firms 

from DTA to Development hubs, 

only to avail the fiscal and non-fiscal 

benefits.       
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2. Strong Competition from 
Other Countries

SEZ units in India are facing 

increasing competition from gems 

and jewellery units in other countries 

like China and Turkey, in terms of 

price, quality and designs. Turkey 

is gradually taking over in light 

weight gold jewellery segment. 

The competition is due to a mix of 

technology and innovation, better 

utilization of existing resource and 

ability to offer competitive prices, 

lower cost of production and policies 

such as allowing reverse job work, 

allowing an efficient utilization of 

labour and equipment. Reverse job 

work policy in such countries also 

led to scale expansion. 

3. Seasonality of Exports
Due to the seasonality in the 

demand in the export market, the 

labour and equipment capacity in 

SEZs is not optimally utilized. Since 

exports from SEZs is completely 

dependent on cyclical global 

demand, this seasonality hampers 

SEZs prospects, particularly in the 

times of uncertainties emerging from 

global shocks such as the COVID-19 

pandemic, the Russia-Ukraine war, 

etc. 

4. Limited Non-Fiscal 
Incentives

In general, Indian SEZs have 

much less non-fiscal incentives 

compared to their counterparts 

in many developing countries. As 

the SEZs are not allowed to sell in 

the domestic market, their skilled 

permanent workforce and state-of-

art-facilities remain underutilised 

during periods of low export 

demand. This increases the cost 

of operation and makes Indian 

units less competitive compared 

to units from countries like China 

and Turkey, which have allowed 

their SEZs to cater to the foreign 

as well as domestic markets. Also, 

they avail incentives like fast-track 

patenting, common user facilities, 

single-window fast track clearances 

in many global SEZs, which firms 

in India do not get. Logistics costs 

is also much higher in India, with 

many restrictions on carrying gems 

and jewellery through the express 

cargo mode. After the survey, the 

government is now trying to ease this 

restriction on the express mode. 

5. SEZs versus FTA and DTA 
Issues 

The SEZs are given the benefit of 

zero duty imports but with signing 

of the trade agreements, imports 

from FTA partner countries can also 

be at zero duty. At the same time, 

units in Indian SEZs face high input 

costs linked to high logistics costs 

and cost of inputs like electricity. 

If units in SEZs are not allowed to 

cater to the DTA, these units are 

at a disadvantage vis-a-vis units 

from countries with whom India has 

zero import duties and from whom 

India source raw materials and final 

products for the domestic market. At 

the same time, incentives are also 

given to firms in DTA. The SEZ units 

do not know what kind of incentives 

will be applicable to firms in DTA, 

which can be given by the centre 

and/or the states. For example, 

through the forthcoming Foreign 

Trade Policy, DTA firms may get 

better fiscal incentives, than firms 

located in the SEZ. 

6. Limited Government led 
Skill Development and 
Training Programmes

The survey participants pointed 

towards skill shortages in this sector, 

need for skill upgradation and 

limited government participation and 

collaboration with the private sector 

and other stakeholders in imparting 

training for skill development. 

7. Low Ease of Doing Business
The SEZs suffer from certain 

problems which undermine the 

ease of doing business. Redundant 

procedures, duplication of 

paperwork, cumbersome tax filing 

process and difficulty in receiving 

Hallmark Unique Identification 

(HUID) number are some problems 

faced by the SEZ units. There is 

a lack of integration of SEZ online 

system with ICEGATE leading to 

inefficiencies in the SEZs. Some SEZ 

units pointed the complicated exit 

process in the SEZs which involves 

approval from multiple authorities at 

the Centre and state levels making 

it lengthy vis-à-vis other countries 

such as Philippines and Indonesia. 

8. Impact of Covid-19 
pandemic and Other Issues 

The gems and jewellery sector 

operates in the processing stage 

of the value chain. The sector is 

import dependent for raw material. 

Due to the Covid-19 pandemic 

and subsequent lockdown, the 

sector faced severe disruptions in 

availability of raw material, logistical 

and transport disruptions. High GST 

rates, low demand and increasing 

gold rates were some issues before 

the pandemic struck. Around 79 

percent retailers observed a decline 

in domestic demand for jewellery 

during the pandemic. Labour 

shortage also heightened during the 

pandemic.

Way Forward
The gems and jewellery sector 

is facing a number of issues 

ranging from policy uncertainty, to 

seasonality of exports and supply 

chain disruption to limited non-

fiscal incentives, limited inflow of 

FDI, limited investment in R&D, 

innovation and training, etc. In view 

of these issues, and the need to 

formulate a holistic policy towards 
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this sector including WTO compliant 

incentives, the Government of 

India is coming up with the DESH 

Bill (2022). While this bill is likely to 

introduce non-fiscal incentives such 

as reverse job work to the SEZ units 

and enhance the ease of entry and 

exit for investors, the policy needs 

to have clarity on (a) the kind of 

WTO compliant fiscal incentives 

that can be provided to the units in 

Development hubs and how these 

compare with the benefits offered 

in the DTA (b) the performance 

criteria and its measurement, 

against which the fiscal incentives 

may be given to the units. Several 

performance indicators mentioned 

in the draft DESH Bill (2022), such 

as integration with the global supply 

and value chains or additional 

economic activity, are difficult to 

measure. There is need for a robust 

SEZ policy which clearly mentions 

quantifiable performance indicators 

and eliminates difficult to measure 

performance indicators. There is also 

a need to clearly define terms like 

reverse job work and manufacturing 

services, so that incentives can be 

WTO compliant.    

There is also a need to examine what 

kind of fiscal incentives are offered 

by competing countries. As the SEZ 

units await a new and robust policy, 

it is important to recognize the need 

to modernise the gems and jewellery 

sector, invest in R&D, innovation 

and upgrade skills. Incentives 

can be smartly designed to link to 

these criterions. There is scope for 

collaboration between business 

and government in areas such as 
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capability building and training and 

brand building. Globally, some of 

the prominent gems and jewellery 

exporting countries are offering 

non-fiscal incentives like reverse 

job work to the units. In India too, 

non-fiscal incentives like reverse job 

work can help to address some of 

the concerns faced by firms in SEZs 

including seasonality of demand, but 

such incentives need to take into 

account three factors (a) they should 

not lead to relocation of firm from 

DTA simply to claim the incentives 

(b) there should not be adverse 

impact on revenue and employment 

in DTA and (c) it should be aligned 

with the overall objective of creating 

the export zones, which is promoting 

exports.




