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Introduction

	
  



De Beers

De Beers is a South African cartel of companies that operates in selling rough and polished

diamonds. They are active in diamond mines in Namibia, Botswana, South Africa and Canada and with a

total workforce of 20,000 employees they are one of the largest diamond mining organizations globally.

To give a good understanding of who De Beers is, we will start with a brief introduction of the history of

De Beers:

At the end of the 19th century, the first large diamonds were found in the South of Africa. Cecil

Rhodes, who saw opportunity in an emerging diamond industry, bought numerous South African

diamond mines and founded De Beers. Named after the farmer brothers on whose land one of the most

prosperous mines were found, De Beers group is today a multi-billion dollar business, with activities all

over the world. Within a few decades, De Beers grew from a small diamond mining company to a

monopolist in the diamond industry. They managed to increase the worth of diamonds by using a well

thought-out marketing strategy, giving diamonds an emotional and symbolic value, and by 1980 De Beers

had almost reached a dominating 90% market share of the diamond industry.

But at the end of the 20th century, De Beers began to lose their monopoly due to a number of

factors, and lost their ability to control the world diamond supply. Increased public awareness of so-called

‘blood diamonds’ also grew in the 1990’s, raising public consciousness of conflicts in Africa, and the

potential for powerful corporations such as De Beers to influence and benefit from these.

In this report we will research how blood diamonds and other factors affected the financial

position and the marketing approach of De Beers. What was the reaction of De Beers to public

allegations of war mongering and how did they cope with changes to the financial environment of the

diamond industry? In the following paragraphs, we will review the history of blood diamonds and show a

historical overview of De Beers’ activities in finance and marketing. Finally, we will attempt to pose a

connection between the modern face of De Beers, and the aftermath of blood diamonds publicity.
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Blood Diamonds 	
  	
  

The term blood diamond was introduced around the late 1980’s. Also known as conflict

diamonds, blood diamonds are diamonds mined in an area of conflict and sold with the purpose of

financing an insurgency. Throughout the last 20 years, the role of diamonds in conflict has been widely

debated. Most of all, the ethical responsibility of diamond proprietors like De Beers Group has been

brought into question with some parties going as far as to name the diamond industry as liable for

numerous horrific conflicts in the last half century. With rising global attention for conflicts in central and

western Africa, and along with the increasing commitment of the United Nations, diamonds became

increasingly recognized as a major component in the funding of struggles in less developed African

nations some time in the late 20th century – an association which has since done much to tarnish the

reputation of diamonds as symbols of love and compassion.



At the center of debate were the on-going conflicts in Sierra Leone and Angola. A 1998 report by

Global Witness titled ‘A Rough Trade’ later described these activities regarding diamond trade and its

relationship to the Angolan civil war, and in the spring of 1998, the United Nations recognized diamonds

as a major contributor to the instability in western Africa for the first time.1 Resolution 1173, and later

resolution 1176, specifically set in place regulations for treatment of diamonds in conflict areas, thus

publicizing the concept of conflict diamonds. In addition to sanctions on diamond trade, the resolution

instituted a committee to investigate corporate diamond trade and its influence on conflicts in Africa.

This committee later produced the now famous ‘Fowler Report’, authored by commission head Robert

Fowler, outlining how governments and companies associated with diamond trade breached multiple

international agreements and sanctions.2 This report ultimately led to the creation and implementation of

the Kimberly Process Certification Scheme in 2003. The KPCS was intended as an international process

and standard through which parties could monitor and guarantee the legitimacy of diamonds. While

highly appraised by some, many, such as Global Witness, today question the success of the KPCS in

reducing illegitimate diamond trade.
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Marketing History overview

When evaluating the effect of bad publicity on De Beers, it is important to understand some of the

marketing history responsible for De Beers’ success today. This success came to be through the artificial

creation of consumer demand using three distinct marketing strategies. First, De Beers associated

diamonds to a metaphysical concept – love, and more specifically eternal love. Second, De Beers created

the, now, widely socially accepted tradition of diamond

Queen Elizabeth wearing her

De Beers diamonds in 1947.



engagement rings. And finally, De Beers established

the idea of inherited ‘family diamonds’, to be passed

on through generations and never resold. This idea



One of the many ads for the

original A Diamond is

Forever campaign launched

in 1948 by N.W.Ayer.



eliminated the potential for diamond resale, and

guaranteed all sales to be from supplier to consumer.

The true marketing efforts of De Beers started

with their emersion into the, then developing, consumer



This is a frame from the De

Beers Shadows campaign,

which comprised a central

part in the cementation of the

diamond as a love symbol.



This is the current logo for

the De Beers Diamond

Trading Company from

2000, still with the

recognizable slogan.



market of the United States. In the late ‘40s, De Beers

first began their efforts to manufacture diamond

demand in the average consumer. Before this time,

Diamonds had been purchased mostly for European and

oriental nobility, with aesthetic value comparable to

other gem stones of similar nature. However, when

approaching the American market, De Beers consulted



Example from the 2003 De

Beers ad targeting

‘empowered women’. This

campaign is marketed under

the phrase Raise your right

hand.



numerous marketing agencies with the purpose of

connecting diamonds to the concept of love. Cinematic

productions, magazines and celebrities were paid large

sums to don and display diamonds in romantic settings,



to induce in the public the idea that the giving of a diamond would represent the giving of love.3 The

truthful resilience of diamonds were further associated with the metaphorical durability of a romantic

relationship, and so in 1947, Frances Gerety, of N.W.Ayer advertisements, coined the phrase "A Diamond

Is Forever”. The slogan has since become a trademark of De Beers, and has been featured in almost all

advertisement campaigns by De Beers since 1948. The marketing campaign was highly successful.4 By

1950, the sale of diamonds in the United States increased by 55%. In their annual report from 1951, N.W.

Ayer wrote "for many years, we have seen that the tradition of diamond engagement rings has

experienced strong and steady growth. The jewelers are now saying ‘that girl is not engaged if she does
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not [have a diamond ring]’.”5 De Beers had effectively created a new tradition in weddings, which

quickly spread worldwide.

De Beers had created consumer demand, but to ensure control of the diamond market, resale had

to be discouraged. This led to a range of marketing campaigns aimed at encouraging ‘family diamonds’,

which could be passed on through generations rather than resold. By discouraging consumers from

selling their diamonds back to jewellers or reselling to other people, the demand for new diamonds was

maintained. De Beers further enforced this concept by urging the personalization of diamond jewellery,

making jewellery featuring intimate inscriptions to loved ones, and thus eliminating effective re-sell

value.6

If one is to assess exactly how powerful the De Beers marketing campaign was, one could

compare the changes in the American market to another. In the 1960’s, De Beers entered another

emerging market with entirely different cultural, social, and economical structure. Before the arrival of

De Beers in 1961, Japanese culture had dictated arranged marriage with a set variety of gifts given from

the family of the groom to the family of the wife. However, by glamourizing American and European

culture, De Beers marketing campaigns managed to ride the wave of western imports, effectively making

the non-traditional action of proposal with a diamond ring mandatory in Japanese culture. By 1990, Japan

had become the second biggest consumer of diamonds, and had entirely replicated the trends of the

United States.7
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Financial History Overview

Throughout the last 30 years, De Beers has undergone several fundamental changes to

accommodate a number of financial challenges to their empire. By the arrival of the 80’s, De Beers had

been sitting steadily at up to 90% of market share in the diamond industry since the beginning of the

century8. It had done so by systematically managing production and distribution so that sellers not

associated with De Beers would be unable to do business. Whenever a new source of diamonds surfaced,

De Beers either bought it immediately, or flooded the market with underpriced diamonds from their

immense stocks to drive the new competition out of business.9 Through their effective monopoly, De

Beers was able to control the price of diamonds, keeping large stocks off the market to raise or lower

price and keep income streams constant.10 As such, diamond prices rose steadily throughout the 20th

century.



Information	
  retrieved	
  from	
  De	
  Beers	
  Annual	
  reports	
  between	
  1992	
  and	
  2012.	
  Information	
  maybe	
  be	
  subject	
  

to	
  inaccuracy	
  due	
  to	
  inconsistency	
  of	
  data	
  archives.



Around the mid 80’s, however, new mines began popping up in Canada and Australia.

Furthermore, the Soviet Union, whose publicly owned Russian mines were all part of the De Beers

channel, had begun to fall apart. De Beers’ market share fell from over 90 percent to just under 60

percent by the turn of the millennium, a reality which, despite reasonable sales figures, triggered a

restructuring of the De Beers corporation. With the reduction in market share, De Beers’ previously
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carefully managed diamond stockpiles had risen slowly throughout the 90’s to compensate for the shifts

in supply, and had, by 1998, surpassed annual turnover in value. In 1999, De Beers management

implemented drastic measures to regain control of the situation. Firstly, the company went private

through a $17.611 billion deal distributing corporate shares amongst Anglo American Corporation (45

percent), the Oppenheimer family (45 percent) and Debswana – the nationalized diamond association of

Botswana (10 percent)12. Following its privatization, De Beers was subject to a number of legal class

action suits in 2001, most prominently in the United States, for alleged price fixation and market

monopolization throughout the previous century13. The lawsuits, combined with allegations of blood

diamond trade resulted in several bad media campaigns, severely damaging the De Beers image.	
  



In 2003, however, De Beers’ efforts to liquidate stockpiles paid off, having reduced stockpiles to

less than 40% of annual turnover.14 With turnover on the rise despite continued declines of market share,

De Beers had seemingly managed to successfully restructure to a changing market – a market that was

now, for the first time in close to 100 years, governed by consumer demand.

The presence of consumer demand in the diamond market lead to explosive changes to diamond

prices between 2003 and 2010 and ultimately resulted in record high diamond prices in 2007. With the hit

of the economic crisis in 2008, De Beers suffered immediate losses in revenue streams, resulting in their

first deficit since the 1970’s. Despite the setback, however, De Beers managed to recover surprisingly

quickly, with profits close to the billions already in 2010.15 Even today, controlling less than 40% of the

diamond market, De Beers remains an economic powerhouse, exemplifying resilience to both economic

crises, and some of the most extensive bad publicity campaigns of any company.
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De Beers and Blood Diamonds

As stated in previous chapters, blood diamonds played a huge role in multiple conflicts in central

and western Africa. In the beginning of the 1990s when the first blood diamonds appeared on the market,

De Beers, as the industry leader had a huge corporate responsibility. Evidence shows that De Beers was

heavily involved in some countries where civil wars were being fuelled by mining and selling of blood

diamonds. In 1990, De Beers, then holder of between 80% and 90% of the global diamond market

share16, acquired sole rights to management of diamond exports from Angola through an agreement with

Endiama – the nationalized diamond consortium of Angola. This agreement later paved the way for the

estimated three to four billion US$ worth of diamonds exported from Angola between 1992 and 1998, the

vast majority of which was sold by UNITA – a revolutionary group infamous for scrupulous and horrific

actions in their armed struggle with the Angolan government.17 The EIU country profile of Angola 19971998 stated:

“ (…), UNITA was extracting far larger quantities and the movement increasingly relied on diamonds for

funding. In 1996 UNITA mined some 70% of Angola’s total US$1bn - US$1.2bn production. The rest was

mined by the government and non-UNITA illegal diggers. De Beers mopped up roughly two thirds of the

official and non-official production in 1996 through buying offices in Angola, Zaire and Antwerp.”18

All this points towards De Beers having knowledge that the diamonds they were buying from Angola and

were coming indirectly from UNITA’s mines, and thus supporting the actions of this revolutionary group.

In a meeting with Global Witness in December 1998, De Beers stated that it was not possible to

identify many of the rough diamonds that their buyers offered around the world4. However, according to

a diamond dealer in Tshikapa in the Democratic Republic of Congo, De Beers was aware that the

diamonds they were buying in the DRC were coming across the border from the UNITA. Moreover,

according to the English newspaper The Guardian in 1993, De Beers was generally aware of new

diamond sales from an early stage, to minimize the risk of losing deals to competitors19. This would

indicate that De Beers, or, at least, De Beers’ representatives in DRC, prioritized financial gain over

conflict-free origin, a highly unethical stance for any organization.

With the passing of resolutions 1173 and 1176, and in July 1999 and the following embargo on

the sale of unofficial Angolan rough diamonds, De Beers examined their diamond channels internally.

Furthermore, De Beers was, in the following year, a key participant in the ‘Kimberley Meeting’ regarding

global concern for blood diamonds. Presented evidence including the Fowler report, and Global Witness’

own investigation, ultimately led to international action in the shape of the Kimberley Process
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Certification Scheme, meant as a bureaucratic system through which diamond merchants and companies

such as De Beers could verify and guarantee the origins of any diamond. De Beers highly supported the

implementation of the scheme, and has since claimed to follow it strictly in all levels of cooperate trade.

It was since, however, pointed out that De Beers did not take independent action until the concept of

blood diamonds had become publicly known, and had begun to negatively influence De Beers in the

public eye. In response to Global Witness allegations, and specific allegations made in the Fowler report,

De Beers spokesman Andrew Lamont publicly stated:

“We are absolutely committed to cooperating fully with the UN. We are not in the business of

responding to the allegations of Global Witness. Our priority is to address the concerns and offer full

cooperation to the UN.”20

Today, De Beers states that all their diamonds are completely conflict free.21



The effects of Blood Diamonds on De Beers

The effects on Marketing

Because of this rising awareness of blood diamonds and the accusations of the De Beers being

connected to them, De Beers had to make a drastic change in their marketing strategy. Assumed

involvement with Blood Diamonds had started to give diamonds a bad reputation in the public eye,

leading to overall bad publicity for De Beers. With NGO campaigns circulating with the purpose of

connecting diamond trade to war and a conflict, rather than the De Beers ideal of love and affection,

marketing campaigns from De Beers began to be centralized around damage control, and branding De

Beers itself as a humanitarian, and ethically sound organization. In short, diamonds had to once again

become a symbol of love, rather than a symbol of war.

Now focussing more on marketing and promotion, De Beers started with a process called ‘product

differentiation’. With increased competition from Canada and former Soviet Union, De Beers was

required to, for the first time, market their diamonds as different to all other. This change in strategy came

about mostly due to De Beers’ simultaneous loss of monopoly, but was heavily influenced by the need to

remove their branding from public allegations of continued blood diamond trade. Rather than continue

wholesale to independent retailers, as they had done through the 20th century, De Beers began

restructuring their business more toward direct consumer sales. Creating specific De Beers stores around

the world, marketing began target consumers using specific brand lines such as the De Beers Jewellery

line (2001) and the Forevermark (2008). The De Beers Jewellery product line was launched from a joint

venture with Louis Vuitton, and is to this day sold in several De Beers stores all over the world. The
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Forevermark is marketed as an exclusive brand line, and is only applied to 1% of the world’s diamonds,

according to De Beers. Diamonds that have the Forevermark are marketed as being ‘rare, beautiful and

responsibly sourced’. This emphasizes that diamonds with this mark did not came from conflict areas – a

direct response to blood diamond allegations, and an attempt to guarantee to consumers proper diamond

origins. The new De Beers model has been extensively implemented since its initiation, with the number

of De Beers specific stores worldwide having increased from just one in 2001, to 47 in 2013.22



Locations	
  of	
  De	
  Beers	
  stores	
  worldwide.



As for advertising, the ‘A Diamond is Forever’ slogan has proven resilient to the blood diamond

controversy, and is still today applied to most De Beers jewelry. However, a number of newer De Beers

lines have come to be, such as the ‘The Center of my Universe’ slogan for Forevermark diamonds,

created in 2012, and the ‘A Promise is a Luxury’ line from 2013. These slogans are still based on the idea

of diamonds being a symbol of love, an association which De Beers nurtures heavily to this day.

Additionally, De Beers’ response to news and media has become a central part of their marketing strategy.

While De Beers was greatly berated in public media for their involvement in African civil wars

throughout the 90’s, De Beers today seeks out any public debate on blood diamonds to assert that they

have no further connection with conflicts of any nature, drawing attention to their appliance with the

Kimberly Process, as well as their highly publicized humanitarian efforts in numerous African states.

With their annual Reports to Society23, De Beers emphasizes their ethical priorities by highlighting their

high employment rates in developing nations, and accentuating local humanitarian projects that they

fund. The concept of a ‘moral’ and ‘human’ De Beers, has been part of a larger marketing push designed

to remove the public view of De Beers as a financial supporter of conflict. This image is not marketed

only through specifics regarding blood diamonds, but also through channels such as saving the

environment (sustainability), helping local communities (near their diamond mines: Botswana, Namibia,

South-Africa and Canada) and employee safety.24
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The effects on Finances

As described in the financial history overview, De Beers experienced significant financial turmoil

between 1980 and 2010. A part of this turmoil, however significant, was their involvement in blood

diamond trade, and the negative publicity they gained thereby. However, to attribute the so-called

‘downfall’ of the effective diamond monopoly that De Beers had before the 90’s, to the effect of blood

diamonds would not be entirely correct.

As with any company seeking to provide a good or service, De Beers is affected by consumer

demand. As publicity turns bad and diamonds are put in a negative light, demand decreases, and with

them, revenues. However, despite what one would think, diamond prices remained high and rising

throughout the blood diamond scandal, and while De Beers experienced setbacks, it is harder to attribute

any of their specific financial hurdles directly to blood diamonds. The price, value, and general financial

health of the diamond market actually seemed to go through the political and social attention rather

unscathed. In 1998, when the Global Witness report fueled public debate on blood diamonds, De Beers’

total revenue dropped by just under 25% (refer to figure on page )- a statistic that, while possibly

attributable to negative publicity from blood diamonds, is relatively admissible in light of De Beers’

complete financial regain of revenue in the following year. It is important to note, that the diamond

market has proven almost invulnerable to economic difficulty throughout the last century, and that, while

De Beers’ public image was worsened as of the scandal, the diamond market itself experienced little to

no adversity.



Conclusion

To conclude our report, we reviewed the marketing history and the financial history of De Beers,

we made the connection between De Beers and blood diamonds and we discussed the effects of blood

diamonds on De Beers’ marketing strategy and their financial position. Overall, De Beers seemed to have

coped with the effects of blood diamonds very well. It just took a few changes in marketing to stay

competitive in the diamond industry. Their new strategy is focused on promoting themselves, rather than

controlling the diamond market. Even though their market share decreased significantly in the past 20

years, their financial position wasn’t affected at all by the blood diamonds scheme. This is due to the fact

that the diamond industry is very resistant to bad publicity and De Beers’ continued attempt to connect

diamonds to a symbol of love. However, it is arguable that there are other alternatives than blood

diamonds that also influenced De Beers. The significantly increased competition from other diamond

mines and the process recycling25 also played a large part in necessity for De Beers to change their

strategies. To end our report, we conclude that De Beers will also in the future stay competitive in the
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diamond industry. Even though they have less market influence than before, they are still able to

influence the demand for their diamonds by differentiation and advertising.
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