VOICE OF THE AUSTRALIAN JEWELLERY INDUSTRY

DECEMBER 2019

The

GREAT
DEBATE
Round II
Facts Vs Marketing

In 2019, both natural and man-made diamonds battled for the hearts and minds
of consumers – and the gloves came off. While the dust is far from settled, the question
remains: can consumers really make an informed choice in the midst of a marketing
barrage and an increasingly confused industry?
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EDITORIAL

Ensuring the terms of battle
are truth and fairness
COLEBY NICHOLSON‘S KEY POINTS :
Man-made diamonds are directly competing for natural diamonds’ market share
Attempts to clarify terminology and prevent misleading marketing have so far been unsuccessful and led to further confusion
Natural diamonds have been dealt an unfair disadvantage by an unquestioning media and confusing regulatory guidelines
A lot has happened since our last Great Diamond
Debate. The continuing brouhaha concerning
natural versus lab-grown diamonds is nothing
but a latter-day ‘land grab’, in this case for the
hearts and minds of consumers.

The fight substantially changed in July 2018 when
the US Federal Trade Commission (FTC) entered the
ring as referee by updating its Jewelry Guides to “help
prevent deception in jewelry marketing”. They are key
words: deception in marketing.

I view ‘synthetic’ and ‘mass-manufactured’ as
uncomplimentary marketing terms, which is why
the traditional market uses them to disparage their
opponents; they like to avoid the more friendly
‘lab-grown’ or ‘lab-created’.

Make no bones about it. For the new lab-grown
companies to achieve long-term profitability, they
must capture the customer base of the natural
diamond market.

By attempting to protect consumers against false
and misleading claims, I believe the FTC has caused
more confusion, to the detriment of the industry, and
helped fuel the land grab.

Likewise the lab-grown side prefers to use ‘mined’,
‘below-ground’ or ‘earth/dirt’ as a way to disparage
the naturally-formed diamond sector.

This has all the hallmarks of the video-format war of
the late 1970s and early 1980s where Sony’s Betamax
and JVC’s VHS battled for supremacy; however,
while that was a zero sum game, which resulted in
death for the loser Betamax, man-made and natural
diamonds can co-exist.

The FTC Jewelry Guides essentially declare that
a diamond is a diamond, only their history is different;
one type is formed in the earth and one is formed
by equipment.

That’s not to say this fight will be fair, let alone decent.

“THE USE OF NOMENCLATURE
HAS BEEN A DIVISIVE WEAPON
IN THE LAND GRAB”

As is always the case, the first casualty of war is
truth. The synthetic side had been doing a great job
disparaging the traditional market with terms like
‘mined’, ‘earth mined’ and ‘dirt’ diamonds, attacking
the eco-unfriendliness of the sector and emphasising
mining’s harmful impact on the environment.
At the same time, the mined diamond sector has
been rather effectively attacking the lab-grown
sector’s authenticity (‘realness’) and lack of rarity.
They ask: where is the value in something that has
endless supply?
The use of nomenclature has been a divisive weapon
in the land grab and we have all seen it.
The lab-grown brands have performed better here.
Unquestioning consumer-media writers have failed
to fact-check the litany of unproven claims about
eco-friendliness and sustainability made by many
lab-grown brands. Publishing these claims without
scrutiny is akin to ‘drinking the Kool Aid’.

The man-made side is happy with ‘lab-grown’ or
‘lab-created’ because they’re complimentary or, at
least, acceptable marketing terms – using them helps
capture the hearts and minds of potential customers.
They dislike ‘synthetic’.
On the other hand, ‘mined diamond’ is not
complimentary but, because of confusion, the
traditional market is being railroaded into using it,
including by many in the industry who are meant to
act in an even-handed and neutral manner.
Honesty and fairness has flown out the window!

However, the FTC quite rightly ruled out man-made
diamonds from being described as ‘natural’: “It is
unfair or deceptive to use the word ‘real,’‘genuine,’
‘natural’ ... or similar terms to describe any industry
product that is manufactured or produced artificially.”
Instead, the FTC’s recommended terms include
‘synthetic’, ‘lab-created’ or ‘lab-grown’ diamond.
However, if we accept that both products are
identical in their chemical composition, then, in my
view, the nomenclature has unfairly favoured the
man-made diamond side.
Before I detail why, we should remember that
the FTC’s rules only apply in the US to protect its
consumers. The rest of the world can ignore the FTC’s
decisions – which is largely what’s been occurring.

The FTC recommendations have affected the
public relations campaigns for both sides,
especially in consumer magazines where the
complimentary ‘lab-grown’ competes against the
uncomplimentary ‘mined’.
Having become aware of the FTC’s decisions and
actions, large sections of the media don’t understand
that they have no need to comply with the FTC, even
in the US. They can ignore its Guides.
You see, the nomenclature only pertains to diamond
jewellery marketing and advertising, not reporting,
which means the media can describe the products
however they see fit. However, most journalists have
happily swallowed the lab-grown Kool Aid.
FTC statements such as this do not help: “The
Commission no longer defines a ‘diamond’ by
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using the term ‘natural’ because it is no longer
accurate to define diamonds as ‘natural’ when it is
now possible to create products that have essentially
the same optical, physical, and chemical properties as
mined diamonds.”
One might take that to believe that marketing and
advertising a diamond as ‘natural’ is inaccurate and
therefore “deceptive”.
Of course it’s hogwash; it’s inarguable that diamonds
are formed naturally – “existing in or derived from
nature; not made or caused by humankind”.
Well-known luxury sector market researcher Pam
Danziger best illustrates my point about the FTC
ruling favouring the synthetic market.
Writing for Forbes in August 2018, she observed:
“Thanks to the new [FTC] ruling, consumers ultimately
are the biggest winners, the mined-diamond industry
the biggest losers. Lab-grown diamond marketers
can now communicate to consumers clearly,
effectively and in simple language what their product
is and how it is as good or even better than diamonds
that are mined out of the ground through rape and
pillage methods.”
Ignoring the highly charged language, nothing
could have been further from the truth!
What followed was a barrage of misinformation
(or to use the language of Danziger’s elected
president, ‘fake news’) false claims, outrageous
exaggerations and, in some cases, lies. Many
lab-grown diamond manufacturers went into
overdrive with consumer deceptions.
Indeed, it reached a level that the FTC was forced to
take action against some of the so-called leaders of
the lab-grown industry.
Unfortunately, the misinformation has not stopped;
although I have no doubt that some, or much, of it is
caused by the confusion over the FTC’s new Guides.
So much for Danzinger’s claim of clear, effective and
simple communication by the lab-grown suppliers for
the benefit of consumers! (I can’t recall a time where
the FTC was forced to act, en masse, against the
natural diamond suppliers).
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As I wrote above: this battle will not be fair, let
alone decent.

consumers immediately understand the provenance
of each product?

If the purpose of the FTC is to protect consumers
against deceptive marketing, then I suggest simplicity
is always the best practice.

Better still; if the man-made diamond manufacturers
truly believe that consumers prefer eco-friendly,
sustainable products – as an increasing number
do – ‘man-made’ perfectly communicates that
message. It says it all, and consumers will know
what they’re buying because the manufacturing
process can be controlled.

The new US nomenclature has only created more
confusion because people rely on it only when it suits
them. Adding to the confusion, CIBJO and non-US
countries have their own, long-held nomenclature,
which the FTC’s Guides seem to contradict.
Surely the easiest way to protect consumers is to
keep nomenclature matter-of-fact.
Consumers can easily understand that diamonds
from the earth are formed naturally and synthetic
diamonds are manufactured, so why not describe
them both fairly, as ‘natural’ and ‘man-made’?
End of story!
Indeed, I have previously made the argument that
lab-grown diamonds are not made in laboratories
anyway, so why can that “deception” still be allowed?
A laboratory is “a room or building equipped for
scientific experiments, research, or teaching”. Manmade diamonds are manufactured in factory-like
environments through processes no different to
other consumer goods.
Why is it therefore acceptable for consumers to be
led to believe they are made in laboratories? Why
do the FTC rules allow for the natural suppliers to be
hectored with ‘mined’ and yet allow the deception
that synthetic stones are made in ‘laboratories’?
Do the lab-grown manufacturers even describe
their own large factories as ‘laboratories’? I doubt
it; indeed, I know some who refer to the ‘factory’ or
(manufacturing) ‘plant’.
If the FTC’s mandate is to help prevent deception
in marketing then I believe one of the largest
deceptions is perpetuating the perception that manmade diamonds are created in scientific laboratories.
For these and other reasons, would it not be fairer
for everyone if the terms were simply ‘natural
diamond’ and ‘man-made diamond’? Wouldn’t

It’s an important issue, not merely because of
consumer transparency. In this digital age, words
have become potent weapons used by groups intent
on harming businesses or entire industries. While
both diamond sectors need to adapt to an everchanging world, it will be consumers who ultimately
decide the outcome of these marketing battles.
Therefore, isn’t it only fair that this ‘war’ plays out on a
level playing field?
And that’s exactly why we have published Round II
of The Great Diamond Debate; as a way of addressing
the real issues, not simply accepting half-truths and
public relations fairy-floss.
The jewellery industry must ensure that both sides
are treated evenly and uniformly, which is not the
case now. And for the record, I believe that highquality man-made diamonds are a great addition
to the industry.
Room exists for both diamond products and
respective sectors will eventually adapt to consumer
demand and find their own niches, however this
transition should occur with complete transparency
and on equal terms – no pun intended.
Unfortunately, at the moment, it seems one side is
fighting with a hand tied behind its back. i
A B O U T THE A U TH OR

Coleby Nicholson is publisher and editor of
Jeweller magazine. He has covered the jewellery
industry for more than a decade and specialises
in business-to-business aspects of the industry.
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Navigating change:

how 2019 shaped the diamond debate
IN THE 12 MONTHS SINCE JEWELLER’S FIRST GREAT DIAMOND DEBATE,
THERE HAS BEEN MORE UPHEAVAL IN BOTH THE NATURAL AND LAB-GROWN
CATEGORIES. ARABELLA RODEN EXPLORES THE IMPLICATIONS FOR RETAILERS,
CONSUMERS, AND THE WIDER DIAMOND INDUSTRY

While frequently marketed as a cutting edge modern product, gem-quality
synthetic diamonds were first manufactured in 1970 by US company General
Electric, using technology pioneered in the early 1950s.
Synthetic (‘lab-grown’) diamonds are estimated to currently account for
around 2 per cent of the market – a share that’s predicted to increase to 3.4
per cent over the next five years, according to industry analyst Paul Zimnisky.
An analysis by management consultancy firm Bain & Co. estimates 2 million
carats of lab-grown diamonds are produced per year – or less than 5 per cent
of the total production of gem-quality stones, . The report predicts this figure
could increase to around 17 million carats per year by 2030. By 2035, Zimnisky
estimates the lab-grown diamond market will be valued at $US15 billion.
So, why has it taken five decades for synthetic diamonds to reach this
‘tipping point’?
The answer is simple: quality.
Early lab-grown diamond production – formed with the high-temperature,
high-pressure (HPHT) method – were yellow or brown due to higher nitrogen
content, and filled with plate-like inclusions.
They displayed an undesirable strong fluorescence under short-wave UV light
and X-rays, making them easily distinguished from natural diamonds. The cost

of production was uncommercial, reaching thousands of dollars per carat.
Each of these factors made mass-produced HPHT diamonds undesirable to
consumers and uncompetitive with natural colourless (‘white’) diamonds.
As a result, they were relegated to industrial use.
By the 1980s, intensive research had begun into the chemical vapour
deposition (CVD) method of diamond synthesis. Using CVD, manufacturers
were able to create better quality white diamonds with a higher degree
of precision.
However, in 2008, the cost per carat of producing a 1-carat G VS CVD
diamond was still $US4,000, excluding polishing and certification; the current
production cost is estimated to be $US300–$500 per carat. According to the
Bain & Co. figures, a CVD diamond wholesales at, on average, 20 per cent of
the cost of a natural diamond. In the meantime HPHT technology has also
dramatically improved and can consistently produce gem-quality diamonds.
Lower wholesale prices mean the lab-grown diamonds have become
extremely attractive for retail jewellers as well as consumers.
As a guide, lab-grown diamonds are priced around 20 to 40 per cent lower
than natural diamonds at retail. However, in 2018, international mining
company De Beers – which once controlled the natural diamond supply
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chain – introduced another level of price competition with its own synthetic
diamond brand, Lightbox Jewelry.
Lightbox – a direct-to-consumer product with no formal wholesale channel
– retails pink, blue and white diamond fashion jewellery at a uniform price of
$US800 per carat. Notably, Lightbox diamonds are ungraded and compete
only in the fashion category.
The positioning of lab-grown diamonds as either fashion, fine or bridal
jewellery is still a topic of speculation. Indeed, the extent of true consumer
demand is difficult to quantify.
In January this year, MVI Marketing – a US-based research and luxury industry
consulting firm – released the results of its survey into consumer attitudes
toward lab-grown engagement rings.
Entitled A Diamond Choice 2019: Lab-Grown Diamonds and the Future of the
Diamond Industry, the market research – which was commissioned by the
International Lab-Grown Diamond Association – found overall consumer
awareness of lab-grown diamonds had increased from 9 per cent in 2010
to 51 per cent in 2018.
Of those who were actively shopping for engagement rings, 66 per cent
said they would consider a lab-grown diamond – however only 23 per cent
answered that they ‘would definitely buy’ a lab-grown stone.

“TENSIONS FLARED IN APRIL AFTER THE
US FEDERAL TRADE COMISSION ISSUED
WARNING LETTERS TO EIGHT LAB-GROWN
DIAMOND MANUFACTURERS”

Another MVI consumer survey, conducted in July 2019, found respondents
were still more likely to purchase lab-grown diamonds as fashion jewellery,
rather than for engagement or wedding rings.
Additionally, a recent US survey of 21,000 engaged or recently married
couples, conducted by wedding planning service The Knot, found only 15 per
cent of respondents preferred a lab-grown diamond for a marriage proposal.
Speaking at the recent Diamond Conference in Gaborone, Botswana, De Beers
CEO Bruce Cleaver noted, “The young generations – known as Millennials and
Gen Z – are already the largest purchasers of [natural] diamonds worldwide.
“As these consumers reach financial maturity, as female self-purchasing
continues to grow, and as 100 million new households enter China’s middle
class over the next decade, consumer demand has the potential to power an
industry expansion.”
While the North American market accounts for around 50 per cent of
international diamond jewellery sales, US retailers have increasingly embraced
lab-grown diamonds.
In May this year, the largest US retail jewellery group, Signet Jewelers, entered
the lab-grown category through its e-commerce brand James Allen, and also
launched bricks-and-mortar product trials in its Kay Jewelers and Jared stores
in October.
Canadian retailer Spence Diamonds, which operates five stores in the US and
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THE YEAR IN LAB-GROWN DIAMONDS
JANUARY International Grown Diamond Association (IGDA) releases its report
with MVI Marketing, A Diamond Choice 2019: Lab-Grown Diamonds & The
Future of The Diamond Industry based on research conducted at the end of
2018. It finds that 51 per cent of consumers were aware of lab-grown diamonds,
compared to 9 per cent in 2010; 23 per cent of respondents said they would
‘definitely’ purchase an engagement ring with a lab-grown diamond.
MARCH The Diamond Producers Association (DPA) launches its Project Assure
diamond detectors testing program.
HRD Antwerp begins issuing grading certificates for lab-grown diamonds using
the same scale as natural diamonds.

APRIL The US Federal Trade Commission (FTC) sends warning letters to eight
lab-grown diamond manufacturers over misleading or unsubstantiated ‘green’
claims being used in marketing materials.
MAY The DPA releases Total Clarity: The Socioeconomic and Environmental
Impact of Large-Scale Diamond Mining.
The Dubai Diamond Exchange holds the first tender of lab-grown diamonds.
The Lab-Grown Diamond Council (LGDC) is formed, and commissions SCS
Global Services – an international certification and standards development firm
– to begin developing a sustainability certification for synthetic diamonds.
The largest jewellery retail group in the US, Signet Jewelers, beings offering
synthetic diamonds through its James Allen online platform.

JUNE Martin Rapaport, chairman Rapaport, reveals the results of the
RapNet members’ poll on synthetic diamonds. Members of the world’s largest
online diamond trading platform voted 79 per cent against RapNet listing
lab-grown diamonds, and 74 per cent against Rapaport publishing a synthetic
diamond price list.
JULY The Gemological Institute of America (GIA) changes its Synthetic
Diamond Grading Report to Laboratory-Grown Diamond Report, replacing
‘synthetic’ in the Identification section to ‘laboratory-grown’. However, the
updated certificate continues to use separate colour and clarity grading scales
from natural diamonds.
AUGUST Michael Hill International begins piloting a lab-grown diamond
jewellery range at a Queensland store.
OCTOBER The Federatie der Belgische Diamantbeurzen (Federation of
Belgium Diamond Bourses) bans lab-grown diamond sales within Antwerp’s
four diamond exchanges.
Lightbox Jewelry begins its first bricks-and-mortar retail trial with US
department store Bloomingdale’s and family chain Reeds Jewelers.
Signet Jewelers also begins a bricks-and-mortar retail trial of lab-grown
diamonds through its Kay Jewelers and Jared stores.
SCS Global Services begins its sustainability certification process for lab-grown
diamonds, with participants including Green Rocks Diamonds, WD Lab Grown
Diamonds, Goldiam and Lusix.

NOVEMBER The Lab-Grown Diamond Exchange (LGDEX), a platform
for buying, selling and re-selling lab-grown diamonds, and the LaboratoryGrown Diamond Price Index are launched in New York.
Michael Hill International expands its lab-grown diamond range of solitaire
engagement rings to 23 stores across Australia, New Zealand and Canada.
CIBJO establishes the Laboratory-Grown Diamond Committee as part of its
Diamond Commission. Its purpose is to create operating practices that ‘enable
the natural and laboratory-grown diamond sectors to work alongside each
other… to grow and flourish, not at the expense of the other, while maintaining
the consumer’s trust and confidence.’

eight in Canada, was an early adopter, beginning to stock lab-grown alongside
natural diamonds in 2016. CEO Veeral Rathod recently said 80 per cent of the
business’ customers choose the former over the latter – with one key caveat:
“when educated on the environmental, animal and human impact of earthmined diamonds”.
He added: “Though we also offer ethically sourced, conflict-free earth-mined
diamonds, we want to educate everyone about this alternative because we
believe lab-grown diamonds are the future of the industry.”
Yet the ethical and sustainable perceptions of lab-grown diamond
manufacturers are far from clear-cut, and, in fact, their claims became a key
battleground of the diamond ‘PR war’ in 2019.
Tensions flared in April after the US Federal Trade Commission (FTC)
issued warning letters to eight lab-grown diamond manufacturers over
unsubstantiated ‘green’ and eco-friendly marketing claims

Indeed, grading labs have also entered the great diamond debate, with HRD
Antwerp and the Gemological Institute of America (GIA) updating their labgrown certifications this year – drawing both praise and ire.

Following the FTC’s intervention, the Diamond Producers Association – an
organisation funded by the seven largest diamond-mining companies –
released an independent report from Trucost, a sustainability assessment
company, which determined the socio-economic impacts of diamond mining.

HRD began grading them on the same scale as natural diamonds in March,
while in July, the GIA changed the name of its Synthetic Diamond Grading
Report to Laboratory-Grown Diamond Report. The change was made to
comply with the FTC’s updated Jewelry Guides.

“UPSTREAM IN THE SUPPLY CHAIN, SEVERAL
MEMBERS OF THE WORLD FEDERATION OF
DIAMOND BOURSES DEBATED ALLOWING THE
TRADE OF SYNTHETIC DIAMONDS”

Each laboratory maintains that differentiation of the two products is critical,
and certification remains one of the key steps in preventing mixing, which
most parties agree is to the detriment of the entire industry.
However, despite efforts to prevent it, mislabelled synthetic diamonds have
been detected in both melee parcels and large individual stones. In August,
Bill Sechos, founder of Sydney’s Gem Studies Laboratory (GSL) told Jeweller his
laboratory had recently tested a collection of melee parcels in which nine out
of 10 contained synthetic stones. In six months, three large stones mislabelled
as natural were found to be synthetic.

The report found that a mined diamond produces 69 per cent less carbon
emissions per carat than a synthetic one, due to the intensive electricity
requirements of the latter. It also found that mining companies offset their
extensive land usage with conservation programs.

The GIA has also detected natural diamonds with synthetic coatings, either to
increase size or alter colour.

Responding to the controversy, the newly formed Lab-Grown Diamond
Council (LGDC) commissioned SCS Global Services – an international
certification and standards development business – to begin developing a
third-party sustainability certification for synthetic diamonds. The first stage of
the process – auditing – began in October.

While the Israel Diamond Exchange has maintained its long-standing ban,
interestingly the Dubai Diamond Exchange hosted the first tender of synthetic
diamonds in May.

Notably, when jewellery chain Michael Hill recently introduced a collection of
lab-grown solitaire engagement rings, there was no mention of environmental
credentials or sustainability. Instead, the company’s website emphasised the
ability of customers to purchase stones with larger carat and better clarity
within their budget – priorities reflected in MVI Marketing’s consumer research.
INDUSTRY REACTIONS

Yet while retailers and consumers may be more knowledgeable about, and
open to, man-made stones than in previous years, the product continues to
polarise the wider diamond industry.
In late May, members of RapNet – the world’s largest diamond trading
platform – voted to ban synthetic diamonds and against parent company
Rapaport offering a price list for the stones. Six months later, the Lab-Grown
Diamond Exchange and Price Index, founded by a former executive of grading
laboratory International Gemological Institute, were launched.

Upstream in the supply chain, several members of the World Federation of
Diamond Bourses debated allowing the trade of synthetic diamonds.

The Federatie der Belgische Diamantbeurzen in Belgium recently reaffirmed
its restriction on lab-grown trading within the halls of its four bourses, though
transactions in private offices are allowed, while Mumbai’s Bharat Diamond
Bourse has recently indicated its total ban on lab-grown trading may change
in the future, pending further reviews and member demand.
CONTRASTING MARKETS

The key consideration for the diamond bourses is the impact on the natural
diamond category, which has once again fallen into crisis.
Natural diamond prices have decreased 9 per cent in the past year, according
to Edward Sterck, analyst at BMO Capital Markets. At the same time, the
RapNet Diamond Index price for a 1-carat diamond fell 4.7 per cent between
1 January and 1 November 2019.
Two of the industry’s largest miners – De Beers and Alrosa – have reported
extensive losses across 2019, even compared with a relatively subdued 2018.
With nine of its 10 yearly cycles reported, De Beers’ revenue is more than
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$US1.2 billion below the same period in 2018. Alrosa, the world’s largest
diamond mining company by volume, reported revenue of RUB173.6 billion
($AU3.96 billion) for the first nine months of 2019, versus RUB238.3 billion
($AU5.44 billion) in 2018.
Elsewhere, mining operations have faced significant financial pressures, with
Canada’s Stornoway Diamonds handing back its Renard Mine to creditors
in September while Petra Diamonds – which operates the Cullinan site in
South Africa – lost more than 80 per cent of its market capitalisation between
January and November this year.
The reasons for the downturn are myriad.
The impact of the US-China trade war and the political unrest in Hong Kong
were felt across the Chinese luxury sector; notably, jewellery retailer Luk Fook
reported a 37 per cent drop in same-store sales between July and September.
Even Chow Tai Fook, which recorded a 12.47 per cent increase in profits over
FY19, acknowledged that same-store sales growth had significantly weakened
in Q3 and Q4 due to the ‘volatile macro-economic backdrop’.

“DE BEERS’ OWN ANALYSIS OF WHOLESALE
PRICES FOR LAB-GROWN DIAMONDS SHOWED
THEY FELL UP TO 60 PER CENT IN THE SIX
MONTHS TO MARCH 2019”

The diamond price collapse has severely impacted the midstream – diamond
cutters and polishers, around 90 per cent of which are based in India.
Unemployment in Surat is increasing, with the Gujarat Diamond Workers’
Union recording more than 15,000 ‘jobless’ registrations between March and
October, according to the Times Of India.
India has also been at the centre of another financial crisis following the 2018
Punjab National Bank fraud, in which jewellery industry titans Nirav Modi and
Mehul Choksi allegedly illegally obtained up to $US2 billion.
PNB’s share price collapsed when the financial discrepancies were made
public, wiping $US1.9 billion off its market value. The Indian banking
industry is still feeling the effects, leading to significant tightening of lending
restrictions, which are critical to the diamond trade in India.
Today’s conditions mimic those of four years ago. In an article dated 28
August 2015, JCK news director Rob Bates wrote: “At De Beers’ July sight,
clients declined or delayed purchasing an unprecedented 60 to 70 percent
of the goods on offer – a sign of a growing chasm between upstream and
midstream distributors...
“[The price collapse can be attributed to] a drop in demand from China and
Hong Kong; continued poor sales in other major markets, except for the
United States; a lack of liquidity due to banks’ unwillingness to finance the
business; the heavy debt load carried by many companies; and the continued
inability of rough prices to keep pace with polished prices.”
The overall downturn in the diamond market has also been felt in Europe,
with Amsterdam-based bank ABN Amro recently refusing to finance rough
purchases except in specific circumstances, citing “concerns regarding the
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current lack of profitability across a wide range of goods across the midstream
pipeline” in a July letter to its clients.
Former ABN executive Erik Jens attributed the profitability problems to pricing.
“We should really understand... how much people are willing to buy diamonds
for,” he said. “We need to reset the pricing mechanism. If that means that prices
come down, so then margins come back, so be it.”
Indeed, at its November 2019 sight, De Beers reportedly reduced prices by
5 to 7 per cent, with added discounts on smaller diamonds. It also offered to
buy back 20 per cent of goods weighing more than 2 carats; in September,
the buy-back offer was 30 per cent. The company has also offered payment
deferments to sightholders, which it calls ‘supply flexibility’.
Notably, the November sales figures were promising, increasing to $US390
million from $US297 million in October.
There are further signs the market is improving, with Alexey Philippovskiy,
chief financial officer Alrosa, recently noting, “[In the first nine months of 2019]
the diamond market was impacted by the oversupply of polished diamonds
and challenging situation in India’s financial sector. As major producers have
reduced diamond supply by a quarter since the beginning of the year and
Indian cutters begin to see stocks gradually winding down, the supply and
demand in the diamond pipeline seem to be heading towards balance again.”
GAINING PERSPECTIVE

Notably, an increasing number of De Beers’ 80 sightholders are now trading
in lab-grown diamonds. While the company does not prevent them from
marketing synthetics for bridal jewellery, its guidelines require sightholders
to fully disclose lab-grown diamonds, and bans the terms ‘natural’, ‘real’ or
‘cultured’ from being used to describe the man–made product.
Russell Mehta, managing director of Indian-Belgian diamond manufacturer
Rosy Blue, a De Beers sightholder, recently told Rapaport News, “Margins [on
synthetics] are better than natural diamonds currently... In the current naturaldiamond environment, we’re losing money on every single rough-diamond
purchase we make from primary sources”.
Yet while the margins on lab-grown diamonds do present a compelling
alternative for many in the diamond supply chain, particularly as the natural
category falters, the diamond debate as yet does not have a clear winner.
Cleaver revealed that De Beers’ own analysis of wholesale prices for lab-grown
diamonds showed they fell up to 60 per cent in the six months to March 2019,
and that current margins are “unsustainable” given the pace of technology and
the increase in volume.
In contrast, he noted that the supply of natural diamonds will likely decline in
the future as existing mines – of which there are approximately 50 – approach
‘end of life’. Notably, the world’s foremost producer of natural pink diamonds,
Rio Tinto’s Argyle Mine in Western Australia, is set to close in 2020, reducing
the supply by 90–95 per cent.
With consumers still significantly favouring natural diamonds and mining
output likely to flatten or fall, the law of supply and demand would suggest
price stabilisation and profitability will return in the near future.
Meanwhile, lab-grown diamonds are developing a promising niche as fashion
jewellery, but are yet to conquer the profitable engagement and bridal
sectors. Whether marketing and margins can tip the balance in favour of labgrown will be the new subject of the continuing debate. i
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DIAMOND PRODUCERS ASSOCIATION

Making the call for total
transparency and trust
JEAN-MARC L IEBER HER R‘S KEY POINTS :
One of the priorities of the Diamond Producers Association is establishing transparency in all diamond supply chains
Large-scale diamond mining operations produce $US16 billion in socioeconomic benefits annually
In regard to synthetic diamonds, consumers remain confused about both terminology and value
For reasons that are inherent to the nature
of the product and the history of the industry,
the diamond sector has long been seen as
lacking transparency.
For decades, this did not much matter to consumers
– and it even provided industry participants with
opportunities to secure and protect their margins.
However, these days, all key stakeholders – including
consumers and, critically, financial providers –
demand an unprecedented level of transparency in
exchange for their trust.
Providing that transparency has become a matter of
survival for most businesses.
In 2019, in addition to our consumer-facing
communications programs, the Diamond Producers
Association (DPA) launched two important
transparency initiatives: TOTAL-CLARITY and ASSURE.
Both are designed to increase confidence in our
product and industry by providing independently
verified information on important matters.
TOTAL-CLARITY is the first independent evaluation
of DPA members’ collective socio-economic and
environmental footprint. Representing a combined
75 per cent of world diamond production, DPA
members operate 35 large-scale diamond mines on
four continents and employ 77,000 people.
Trucost – a corporate advisory firm specialising
in climate change, natural resource constraints,
and broader environmental risks – collected
thousands of data points from all operations over
a two-year period.
It consolidated its findings in a report titled The
Socio-economic and Environmental Impact of Large
Scale Diamond Mining, which is available to read in
full at diamondproducers.com. The report’s major
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finding is that DPA members collectively create net
benefits totalling $US16 billion ($AU23.45 billion) per
year, of which more than 80 per cent flows to local
communities in the form of local procurement of
goods and services, employment and payments to
local and national governments.
In other words, the $US25 billion ($AU36.6 billion)
trade of polished diamonds generates about
$US14 billion ($AU20.5 billion) of value for local
communities, solely through associated mining
activities; if included, the impact of diamond
manufacturing would add even more to that amount.

“WE ARE SATISFIED THAT
WE HAVE TRIGGERED
SYNTHETIC MANUFACTURERS
TO INVESTIGATE THEIR
OWN PRACTICES”

This is an important finding: very few industries
can boast the same redistributive power as the
diamond industry.
Trucost also reported that DPA members pay their
employees 66 per cent more than the average local
wage, or five times the living wage, and that these
employees’ working conditions are safer even when
compared to the retail sector.
The report also assessed the environmental impact
of large-scale diamond mining and found that
almost 100 per cent is attributable to CO2 emissions,
as arithmetically, biodiversity and land preservation
programs offset land and water usage.

Emissions are equivalent to 160kg of CO2 per polished
carat, versus about 60kg for a smartphone and more
than 250kg for a laptop computer.
Trucost also gathered publicly available information
about the energy use of laboratory grown diamond
manufacturers and found that the energy use per
carat is on average 37 per cent higher, while CO2
emissions are on average three times higher than
those of natural diamonds.
This is because despite some claims to the contrary,
laboratory-grown diamond producers do not use
renewable energy.
As Walter Huhn, CEO Element Six – a division of De
Beers, which manufactures synthetic diamonds for
industrial applications – explains: “It is theoretically
possible to synthesise diamond using renewable
energy sources, but it is entirely impractical
economically and environmentally.
“The problem is that the energy supply from
renewable sources is inconsistent, and diamond
synthesis requires a continuing, consistent energy
supply throughout the synthesis process.”
The DPA’s purpose is not to labour the point that
natural diamonds are more environmentally
sustainable than lab-grown diamonds, and in fact
this might change if and when some synthetic
manufacturers move closer to hydropower sources.
Instead, we make the call for transparent and verified
information. As far as large-scale diamond mining
is concerned, this information can be found at
total-clarity.com.
We are satisfied that we have triggered synthetic
manufacturers to investigate their own practices,
which should result in greater transparency in
the future.

TESTING AND TRANSPARENCY

CONSUMER CONFUSION

The DPA launched another important program in
2019 under the theme of transparency and trust:
our ASSURE Program supports trade participants
in the selection of the most appropriate diamond
verification instrument for their business.

Two key areas of consumer confusion remain,
which also require higher levels of transparency,
mostly in relation to the way lab-grown diamonds
are marketed.

It does so by providing independently tested
performance measures for major testing machines
available in the market.
This is fundamental because the assurance a
diamantaire can give to their customers about the
product they sell is only as robust as the testing
equipment and processes used.
For the ASSURE program, we partnered with major
industry experts from leading laboratories and
contracted Underwriters Laboratory – a global
certification company – to develop independent
testing standards and protocols for assessing the
functionality and performance of the diamond
verification instruments available in the market.
To date, the program counts 16 ASSURE Partners and
23 instrument results are available in the ASSURE
Directory, which can be found at diamondproducers.
com/assure. Another 10 instruments are being tested
for future publication.
The program is just six months old but it is a success,
with over 10,000 trade visitors to the website to
date and 1,300 unique trade visitors every month,
demonstrating the jewellery industry’s appetite for
high quality, independent information.
We are marking our samples to be able to
provide verification instrument manufacturers
with even more precise feedback about the
performance of their equipment against different
types of lab-grown diamonds.
This is a way to accelerate performance
improvements.

The first is terminology.
Following months of advising the US Federal Trade
Commission (FTC) on the risks associated with
the ambiguity of its guidelines and the change of
diamond definition, the commission issued warning
letters to eight synthetic diamond companies asking
them to clarify their product disclosure.
At the same time, the FTC issued a very important
clarification on its website about the need to place
a qualifier immediately before the word ‘diamond’:
“The [Jewelry] Guides caution marketers not to use
the name of any precious stone, including diamonds,
to describe a simulated or laboratory-created stone,
unless the name is immediately preceded by a clear
disclosure of the nature of the product and that it’s
not a mined stone.”
It is also noteworthy that the FTC Jewelry Guides
continue to ban the use of the terms ‘real’ and
‘genuine’ to qualify laboratory-grown diamonds: “It
is unfair or deceptive to use the word ‘real’, ’genuine’,
‘natural’, ‘precious’, ’semi-precious’ or similar terms to
describe any industry product that is manufactured
or produced artificially.”
Despite this, some lab-grown diamond brands
continued to ignore these directions well into
2019; numerous organisations, including the
Jewelers Vigilance Committee and the DPA, continue
to bring this to the FTC’s attention.
The second area of consumer confusion is value.
Even though lab-grown diamond retail prices have
fallen quite significantly and continue to do so, they
remain very high when compared to their production

cost; $US350 per carat for a 1-carat stone is the typical
cost attributed to producing a synthetic diamond.
That’s especially important when considering that
they have no resale value.
So, what does that have to do with transparency
and trust? Our research shows that most consumers
are still confused about lab-grown diamonds, what
they are and how to value them. In this kind of
situation, consumers typically hold onto price as a
proxy for value.
But when cost and price are so disconnected – for no
good reason other than temporary lack of supply of
larger goods and lack of consumer information – you
know that it will not last.
That will leave many early adopters/purchasers
deceived and potentially disenchanted with the
whole diamond category.
Products that are supported by a strong brand may
fare better at retail level, but the premium will go
to the brand owner, not to the manufacturer, as the
product supplied will be increasingly standardised
and commoditised.
It is not clear how long it will take for synthetic
diamond prices to stabilise; however, just as sure
as there is gravity, as supply increases, prices will
converge towards the marginal cost of production
– which keeps reducing.
In other words, there is a window of opportunity
to earn margins, but it will be at the expense of
the consumer.
And that is never a good thing, because consumers
have a long memory. i
A B O U T THE A U THOR

Jean-Marc Lieberherr is CEO of the
Diamond Producers Association. He previously
held senior roles at Rio Tinto Diamonds, Unilever
and Moët-Hennessy.

December 2019 Jeweller 21

LAB-GROWN SUPPLIER

Sustainably created: that is
the future of diamonds
MARTIN R OSCHEISEN‘S KEY POINTS :
Consumer demand will determine whether created or mined diamonds prevail
Diamond mining is unnecessary given consumers now have an alternative product without its negative impacts
Jewellers have different priorities than mining companies – their finished product is what consumers buy, not just the raw materials
Predicting the future is harder than shaping it –
but creating a sustainable future is paramount,
which is why many couples around the world
are now choosing sustainably created diamonds
for one of the most precious moments of their
lives: engagement.
Leading designers, including Sir Jony Ive and Marc
Newson, create jewellery with created diamonds –
in particular, those made by Diamond Foundry.
A-list celebrities, too, have embraced ‘aboveground’
diamonds, and one of the reasons for their appeal is
guaranteed impeccable origin.
For those that choose to buy created diamonds, it is
clear that mined stones are like the controversy that
surrounded fur – there’s no upside to wearing it, just
negative impacts on the environment.
In a year where De Beers reported a 39 per cent
decline in sales, Diamond Foundry’s production
quadrupled profitably for the second successive
year. That’s two factors of four – a rarity, even in
Silicon Valley.
We continuously sell out our production from our
US-based megacarat foundries.
The singular reason that prices for mined and
non-mined diamonds are presently diverging is the
diamond cartel being alive and well.
Whether regulators will intervene or not, the
decline and growth trends themselves will break
the cartel sooner rather than later. Diverging prices
are the strongest proof to any economist about
price collusion.
The time is coming where throttling sales volume
in order to maintain prices will no longer work.
A steep drop in mined diamond prices will happen
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and destroy the myth of mined diamonds being a
store of value.

Most cheap aboveground diamonds found online
are coal-fired emission-producing diamonds.

Of course, consumers called that myth long ago
already – they instinctively know that buying at
retail prices and selling at wholesale prices is not an
investment proposition.

There are studies arranged by mining companies
that seek to sow confusion around the
environmental benefits of non-mined diamonds.

But the real impact will be on the miners themselves
and their lenders that finance exploration; indeed,
those lenders are already pulling back in a
significant way.
THE ETHICAL AND SUSTAINABLE CHOICE

There’s no true reason for mining diamonds other
than greed and hunger for power.
Diamonds are a super material that, unlike other
natural resources such as oil and rare-earth metals,
can be manufactured aboveground, with zero
carbon footprint and none of the cruel impacts
of mining.
Whether diamonds produced aboveground
versus underground belong in the same product
‘category’ or represent two different categories is
somewhat academic.
If the above trends continue, one category will
be 99 per cent and the other 1 per cent. That is
good news because consumers are tired of being
deceived and sick of the abuses of mining.
Our company goes the extra mile to produce
diamonds with a net zero carbon footprint.
However, it’s relevant to note that most other
created diamond producers use coal-fired power,
sometimes in large quantities.
In turn consumers will start learning to differentiate
between different producers.

That’s always been the PR playbook when one is
stuck in the corner.
It’s hard to argue with zero though – and zero is the
net carbon footprint of the entirety of our company,
including employees commuting to work and all
ancillary impacts.
We have also been independently audited and
certified by the leading environmental trust,
Natural Capital Partners.
WHAT RETAILERS SHOULD KNOW

Jewellers will soon start to notice that they
sell jewellery creations, not raw materials.
Diamonds, just like gold and steel, are the material
only. The piece of jewellery created is something
entirely different.
For years, the mining propaganda was so strong
that as a jeweller, one could almost get confused
about what business you are in. But the jewellers’
interests are not the same as the miners’.
The jewellery business will remain alive and well by
using the highest-quality components, including
created diamonds. i
A B O U T THE A U TH OR

Martin Roscheisen is CEO of Diamond
Foundry, the leading producer of gem-quality
lab-grown diamonds in the US. He holds
a PhD from Stanford University.

GEMOLOGICAL INSTITUTE OF AMERICA

Sustainability and gem tracking
have arrived in force
R USSELL SHOR’S KEY POINTS :
Sustainability, fair practices and provenance have become key concerns for consumers
The natural diamond industry has taken great strides in ensuring supply chain transparency in 2019
The challenge for diamond companies and retailers is to counteract lingering negative sentiment
This year, businesses have begun to take action
towards consumer concerns about sustainability
and the origins of the products they buy.
Many sectors, including the diamond and jewellery
industries, have created initiatives to support
sustainability standards. Even the world’s major
financial markets are developing indices that
address investor concerns about environmental,
social and governance (ESG) issues, and are
integrating them into fund trading.
A Financial Times report, published in October
2019, noted that ESG issues have taken their
place alongside important financial performance
indicators, such as yield and return, for investors
looking at new investment opportunities. This marks
a profound shift from just a few years ago.
The reason? Investors, especially younger ones,
demand it.
All businesses along the diamond and jewellery
supply chain – from mine to market – have
embraced this movement as consumers
become more concerned about sustainability,
including sound environmental and fair labour
practices, fair returns to communities, and
women’s empowerment.
Along with sustainability, consumers also want
to know where their gems, and even their gold,
come from.
THE INDUSTRY PERSPECTIVE

The strength of industry sentiment toward these
topics was evident by the standing-room only
crowds at two seminars on the subjects at the JCK
Las Vegas show in June.
One was sponsored by GIA (Gemological Institute

of America) and the other by the Responsible
Jewellery Council (RJC).The messages were clear
in both seminars: consumers are increasingly
demanding that their gems, diamonds and precious
metals be ethically sourced.
In the consumer’s view, the responsibility for this
extends through the entire value chain.
At the GIA panel, ‘Embracing Sustainability Amid
New Consumer Expectations’, moderator Susan
Jacques, GIA president and CEO, acknowledged
that, despite significant efforts – including the
Kimberley Process and the establishment of the RJC
– consumers have harboured negative impressions
of the industry for years.
The five panellists – Dr Saleem Ali, of the University
of Delaware; Marcus ter Haar, CEO of Okavango
Diamond Company, Botswana; Lisa Bridge, CEO of
US retailer Ben Bridge Jeweler, which operates more
than 80 stores; Swarovski executive Nadja Swarovski;
and Claire Piroddi, the sustainability manager for
watches and jewellery at French luxury group Kering
– detailed the efforts of their organisations to
adopt sustainability programs and counter the
lingering negativity.
Ali, a professor of energy and environment, said,
“Jewellery may be a luxury product that not
everyone needs, but it does sustain a standard of
living for many people who work in the gem and
jewellery supply chain. These workers can create
wealth and economic growth from the elements of
the Earth.”

people, planet, profit. In Botswana, we’ve seen our
capital [Gaborone] grow from a small town to a
progressive, modern city, [with] a great increase
in life expectancy, [and] free health care – all
from diamonds, which account for 50 per cent of
government revenue and 30 per cent of GNP. Every
diamond purchased represents food on the table.”
Swarovski told the audience, “Today, companies
must think of others as well as themselves.”
Her business focuses on three basic principles:
positive production, women’s empowerment and
fair partnerships.
Meanwhile Piroddi stressed that “95 per cent of
luxury products come from nature, so we must take
care of our environment.”
She also revealed that in a company survey done
for its fashion brands – including Gucci, Yves Saint
Laurent and Alexander McQueen – “75 per cent of
people care where their products come from [and]
they are more informed than ever.”
Finally, Bridge told the audience, “Sustainability
begins at home.” She noted that her company
supports community organisations in each town
where it has stores.
At the RJC panel, ethically sourced products
occupied much of the discussion. The moderator,
RJC executive director Iris van der Veken, stressed
that sustainability is a shared responsibility across
the entire value chain.

He added that the conditions must be there to
enable them to do so.

“Trust and transparency are the new equity,” van der
Veken noted. “People want to have confidence that
their purchases do some good.”

Ter Haar cited the benefits diamonds have brought
to Botswana, “It’s the circles of sustainability:

One of the most difficult areas for the incorporation
of sustainable sourcing practices is artisanal mining,
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as panel member Shekar Shah of Real Gems, New York, explained: “These
miners are the backbone of the coloured gemstone industry, so they
must be well taken care of.”
MINE TO MARKET TRACKING

Given the consumer and industry concerns, mine to market tracking
has become a necessity. The diamond industry has developed tracking
initiatives that make it possible for consumers to know their diamond
was produced, cut and traded by ethical and sustainable standards.
Notably, most of them debuted this year.
GIA’s Diamond Origin Report requires a diamond be received and
examined in rough form directly from the mine. GIA lab staff then collect
data on the rough and assign a unique identification number.
After the diamond is cut and polished, the manufacturer re-submits
the polished diamond, along with the assigned identification number
from the rough; GIA then analyses the data to determine if they match.
The report includes the country of origin with an assessment of the
diamond’s ‘4Cs’.
De Beers and Alrosa have recently introduced their own mine-to-market
diamond tracking, while GGTL Laboratories Liechtenstein launched the

“CONSUMERS ARE INCREASINGLY
DEMANDING THAT THEIR DIAMONDS
BE ETHICALLY SOURCED”

Cullinan Diamond Report identification system – named for the Cullinan
Diamond and the Cullinan family – to track high-value, previously mined
diamonds.
In Israel, Sarine Technologies began offering a service charting a
diamond’s progress through the cutting process, while in 2018,
GIA worked with Hong Kong-based jewellery group Chow Tai Fook
to introduce the first consumer-facing application of blockchain
technology in the gem and jewellery industry.
Customers who buy Chow Tai Fook’s T MARK diamonds can choose to
receive a blockchain-secured digital diamond grading report from
GIA through the dedicated T MARK app on their phones. This gives them
instant access to information about their diamond.
These are just some of the initiatives being developed to address
consumers’ demand for environmental and social transparency so they
can feel good about their gem and jewellery purchases.
As Jacques noted at the GIA panel, “There are so many positive stories
to be told.” It is now up to the industry to work hard to change the
lingering negative perceptions. i
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Russell Shor is senior industry analyst at the Gemological
Institute of America (GIA). He worked with the diamond industry for
more than 30 years and is a former editor of JCK.

DIAMOND AUTHORITY

Questioning the ethics of
synthetic diamonds
MARTIN R APAPORT ’S KEY POINTS :
Synthetic diamonds have no value proposition of their own – instead, they trade off the attributes of natural diamonds
In the engagement sector, synthetic diamonds betray the ‘diamond dream’ with a less valuable product
Natural diamonds have lost the battle for low-quality melee, and fashion jewellery is also under threat
Synthetic diamonds are a fundamental threat to
the natural diamond industry. They are not just
a competitive product like gems, pearls or gold
jewellery – they are a replacement product.
Their marketers shout out, “Don’t buy natural
diamonds – buy synthetic diamonds because
synthetic diamonds are more ethical. They
are cheaper.”
They build up the image of synthetic diamonds by
tearing down natural diamonds.
The natural diamond trade is confused and afraid.
Our diamond distribution system is under relentless
attack as retailers are forced to match lower prices
from online sellers who operate at lower costs.
Furthermore, suppliers are using the Internet to
sell direct to consumers, cutting out retailers.
Competition is fierce, profit margins are low and
people are leaving the industry.
The problem is not just distribution. Natural
diamonds themselves are under direct attack.
Synthetic sellers are mounting marketing and
public relations campaigns to convince consumers
that natural diamonds are bad. They claim natural
diamonds deface the earth and force child labour.
The reputation of our diamonds and trade are being
destroyed in the mind of the consumer.
IDENTITY CRISIS

Our trade is having an identity crisis. Are synthetics
more ethical? Are they a good product? Should we
sell synthetics? If we sell synthetics, what does that
say about our natural diamonds and us?
The synthetic marketing campaigns are just the tip
of the iceberg. What’s really going on is an attempt
to steal the identity of natural diamonds and hijack
the reason people buy diamonds.

Synthetics sellers are not saying, “Buy synthetics
because they are more beautiful, sparkly, or well cut.”
They are saying, “Buy synthetics because they are
the same as natural diamonds but with better ethics
and lower prices.”
They are getting under our skin by trying to capture
the idea and promise of natural diamonds.
Synthetics are parasites living off the marketing
message that naturally scarce diamonds are the
ultimate gift of love and commitment. Synthetics
are trying to steal the ‘Diamond Dream’.
They don’t have their own message. Synthetics
are not more ethical1, they don’t contribute to
sustainable economic development in developing
countries, and most importantly they don’t
hold value.
SYNTHETIC PRICES

Synthetic sellers make a strong argument that w
are “exactly the same”2 as natural diamonds. But
that’s not true. Synthetic diamonds have no natural
limitation of supply – they can be cranked out in
unlimited quantities and will be manufactured as
long as there is profit.
Given a competitive market, the quantity and supply
of synthetic diamonds manufactured will increase
until there is very little price difference between
the cost of manufacturing and the sales price.
The wholesale B2B price of synthetics is limited to
manufacturing costs plus a small distribution profit.
The cost of manufacturing synthetic diamonds
is continuously decreasing (it currently stands at
$US300–$500 per carat). Technological advances
in synthetic processing are being driven by
governments and companies seeking to develop

a broad range of futuristic synthetic diamond
technologies that have nothing to do with jewellery.
These include synthetic diamond chips for quantum
computers, high-powered CO2 lasers, and even
biological applications funded by the US Department
of Defense3.
Extended funding for these advances will create
new technology that will further reduce the cost of
creating synthetics. Think Moore’s Law on steroids.
There are also the tens of thousands of High PressureHigh Temperature (HPHT) machines in China
shifting production from creating synthetic diamond
abrasives to synthetic gem rough.
And let’s not forget about what happened to
synthetic emeralds, rubies and sapphires: their
prices plummeted as unlimited production
increased supply.
For all the above reasons, it is reasonable and rational
to predict that synthetic diamond prices will decline
significantly over the next few years. In fact, according
to some reports, prices for 1-carat synthetics have
fallen more than 20 per cent in just the last quarter.
In contrast, the supply of natural diamonds –
particularly large expensive diamonds – is limited by
their natural occurrence. You can’t just crank them
out. Natural diamond prices are based on scarcity
and that is why their price per carat increases with
size and quality. The scarcer something is, the more
valuable it is.
SYNTHETIC VALUES

Jewellers considering the sale of synthetic diamond
engagement rings should consider the ramifications
of what happens when the customer comes back in
a few years and finds out that her $30,000 diamond
is now worth $3,000 or $300.
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What will you say? What will you do? Do you think
that customer will ever trust you again? Do you
think the customer will ever again buy any diamond,
synthetic or natural, from you or anyone else?

That is what she is thinking and that is what she is
expecting. The fact that no one is telling her the
value of her synthetic diamond will deteriorate is a
great injustice.

Consumers are not being told of the sinking value of
their synthetic diamonds. Jewellers are presenting
the diamonds as a discounted item compared
to natural diamonds even though they are not
comparable when it comes to value retention.

The diamond dream is about the promise of real
love, based on real emotions, based on a real
diamond that maintains real value.
The diamond dream is not about cool technology,
celebrating a transactional relationship, or a
synthetic diamond that has no long-term
value. There is no such thing as a synthetic
diamond dream.

These jewellers and jewellery companies are
misleading consumers who think they are buying
a diamond that will retain value the way a natural
diamond does. An entire generation of Millennials is
being ‘ethically’ ripped off.
Sadly, we have an industry that is cashing in on the
reputation of natural diamonds. We are destroying
the long-term reputation of diamonds as a store of
value for short-term synthetic profits. It’s shocking
to see so many in our industry willing to take
consumers for a ride without disclosing the likely
price decline of expensive synthetic diamonds.
THE DIAMOND DREAM

So what is the diamond dream? Why do people buy
diamonds? What is the promise of diamonds?
Let’s talk diamond engagement rings. When a man
gives a woman a diamond4, there is more going
on than the physical exchange of a commodity.
Similarly, when a couple has a committed
relationship, there is more going on than a onenight Tinder experience.
We seek to transcend our physical connection by
incorporating high-level emotions into a spiritual
relationship. We seek to make love, not just have sex.
The diamond engagement ring is an emotional and
spiritual gift that transcends the physical diamond
as it communicates the commitment of love forever.
The universally symbolic gift of a diamond
engagement ring is similar to a wedding ring, which
is ‘worth’ much more than its weight in gold.
The value of the wedding ring incorporates the
emotional and spiritual investment of the couple; so,
too, the diamond engagement ring.
For many young women, the diamond dream is that
she will fall in love. The perfect man will come along,
ask her to marry him and give her a diamond ring
to seal that love. The dream starts at a young age –
maybe 10 or 12 – and continues throughout her life.
Even after she gets married, she will look at the ring
every day, remembering the love it represents.
The foundation of diamond demand is the
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SYNTHETIC PROFITS

Our research shows that retailers can make higher
profit margins selling synthetic diamonds.

engagement ring. A man does not give an
engagement ring to a woman just because it
sparkles. He is giving her much more than the
physical product. He is giving her his promise to be
there for her, for the rest of her life.
THE VALUE OF VALUES

The natural diamond trade does itself a disservice
by promoting diamonds based on price. If the most
important thing about the diamond is price then
why doesn’t the man just give the woman cash?
Many in the trade do not know how to sell the
emotional power of the diamond so they just sell
price discounting. It is likely that these companies
will lose market share to synthetic diamond sellers.
The woman receiving the diamond does not just
want price – she wants value. She does not want a
commodity transaction; she wants her relationship
with her lover to be more than transactional.
She wants her man to give her something valuable
because she projects the value of the diamond onto
herself. She wants to think, ‘He loves me so much, he
spent so much on me.’
Sure, she wants the biggest and best diamond she
can get for their money, but most importantly she
wants him to show her he loves her by buying her
something expensive – something that has no utility
other than to make her feel good and confident in
his love for her.
The Achilles heel of synthetic diamonds is that
they don’t have the ability to store value. Yet an
important part of the diamond dream is the idea
that the gift she is receiving is valuable and will stay
valuable forever.

Table A presents wholesale (B2B) and retail (B2C)
prices for natural and synthetic diamonds. Table
B provides an analysis of how the Rapaport list is
being used for natural and synthetic diamonds
using the example of fine-cut 1-carat, G-colour,
VS2-clarity, triple-Ex diamonds.
The gross profit margin based on internet B2B
to B2C prices for a 1-carat, G, VS2 synthetic
diamond is 50 per cent versus only 13 per cent
for a natural diamond.
The difference in profit margins is significantly
higher for smaller sizes. For example, a 0.30-carat
synthetic diamond shows a gross profit
margin of 105 per cent versus 29 per cent for
natural diamonds.
Not only are synthetic diamonds much cheaper
to source (-69 per cent B2B price) and easier to
sell (-50 per cent B2C price) they are also much
more profitable for the retailer. From a price and
profit perspective synthetic diamonds are killing
natural diamonds.
One reason for this is that retailers are not passing
on the lower B2B cost of synthetics to consumers.
They price synthetics in comparison to naturals,
making consumers think they are getting a
good deal.
One key question is if such a high mark-up will be
sustainable once B2C competition expands and B2B
prices come down.
Another question is if bricks-and-mortar retailers
can gain significantly increased margins for
natural diamonds based on their ability to provide
added-value services that differentiate the value
proposition of natural diamonds.
Given the current pricing and profit structure
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it’s hard for retailers to ignore the short-term
attractiveness of synthetic diamonds. Consider,
however, where all of this going. There will
be significant declines in the B2B prices as
new technology and increased supply impact
the market.

Competition, particularly Internet competition,
will be driving down B2C prices and the profitability
of synthetics. Synthetic diamonds will be sold
in a downward-moving market with continued
price competition.
Undoubtedly, short-term temptations will
encourage many retailers to sell expensive synthetic
diamonds. What will they say to their customers
when synthetic diamonds go the way of synthetic
emeralds, rubies and sapphires?
All of us in the diamond trade face an ethical
challenge: short-term profits versus long-term
integrity. Leonardo DiCaprio is a great actor and the
Titanic was a great ship. But ask yourself, should you
be going down with Leonardo’s Titanic?
SYNTHETIC MELEE AND FASHION JEWELLERY

So far, our analysis has been limited to expensive
engagement rings and the diamond dream. But
what about synthetic melee and the market for
inexpensive fashion jewellery?
Our primary concern that expensive synthetic
diamond prices are unsustainable is not a factor

Margin
to be%lost. There is no marketing support for natural
melee. On the contrary, marketers including De
Beers are supporting synthetic melee and sizes up
to 1 carat in fashion jewellery.
13%
Given the lack of differentiation marketing and the
extreme difficulties associated with continuous
testing for natural melee in inexpensive jewellery,
it is likely that natural and synthetic melee markets
50%
will merge.

when it comes to inexpensive fashion jewellery.
De Beers has set a B2C price of $US800 per carat
for synthetic polished diamonds in sizes up to 1
carat. Assuming rough production costs are about
$US300 per carat, there is a limited pricing downside
considering the diamonds must be cut, polished,
marketed and delivered to consumers.
Furthermore, even if melee prices do fall
significantly, consumers don’t care if the price of
their inexpensive fashion jewellery goes down. We
are not talking about an emotional investment in a
$5,000-plus engagement ring.
While the high-end jewellery and watch brands
will continue to limit their purchases to top-quality
natural diamond melee, the market for medium
to low-quality natural melee will come under
continuous pressure.
Competition from synthetic melee will increase
as synthetic prices continuously decline due to
technological innovation and increased rough
production from Chinese HPHT manufacturers.
Absent aggressive Diamond Producers Association
(DPA) marketing, consumers probably won’t care if
their fashion jewellery contains synthetic or natural
diamonds. It’s the look that counts.
Ultimately, if synthetic diamonds become extremely
cheap, we may see differentiated demand for
natural melee. In the meantime, the fight for the
differentiation of low-quality natural melee appears

Mixed parcels of synthetic and natural diamonds
will become the norm. If consumers don’t care, why
should retailers or dealers?
High-end jewellery using melee for halo, micro-pavé
or other settings will have to implement careful
supply chain controls if they wish to ensure natural
diamond consistency in their products.
In general, we expect increasing supply chain
control for high-end jewellery. One area that may
benefit from the confusion is the melee market for
recycled diamonds, which is expected to do well in
light of the increasing emphasis on ethical jewellery
sourcing by synthetic suppliers.
RECOMMENDATIONS

It is important to recognise the US Federal Trade
Commission’s (FTC) policy that consumers are best
served with a wide offering of products and services.
Hence, it makes sense for the FTC to legitimise the
sale of synthetic diamonds to consumers on the
condition that there is full disclosure regarding the
nature of the product.
Unfortunately the FTC and our industry trade
organisations5 fail to require proper full disclosure
regarding synthetic diamonds.
1. Consumers must be informed that lab-grown
diamond prices are subject to significant risk
of lower prices due to the fact that they can be
produced in unlimited quantities. Lab-grown
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diamond prices may diverge significantly from
natural diamond prices, which are based on
natural scarcity related to the size and quality of
the diamonds.
2. Since the FTC has established that synthetic
diamonds and natural diamonds are ‘diamonds,’
both types should be treated the same when
it comes to treatments. There is no justification
for exempting synthetic diamonds from
treatment disclosure.
Once a synthetic diamond emerges from its HPHT
crucible or CVD device, any further treatments
must be disclosed. ‘Treated lab-created diamond’
should be an acceptable description. It is
fundamentally unfair to require natural diamond
disclosure of treatment while exempting
synthetic diamonds.
3. The FTC should investigate claims by synthetic
diamond companies ‘guaranteeing the value of
your diamond’. Such guarantees only provide
credit toward the purchase of other synthetic
diamonds. They do not guarantee the value or
price paid for the diamonds.
Furthermore, statements by Leonardo DiCaprio
and others referring to synthetic diamonds as ‘real
diamonds’ should be removed from websites.
4. While the DPA is to be congratulated for
its landmark study of The Socioeconomic and
Environmental Impact of Large-Scale Diamond
Mining6,it must aggressively defend the market for
large natural diamonds, particularly engagement
rings. It should be highlighting the value-retention
difference between natural and synthetic
diamonds. Consumers need to know that synthetic
diamonds do not retain value due to their
unlimited supply.
5. Industry trade organisations must address the
issue of melee diamonds that cannot be tested
due to their small size, colour, tint or low value.
Mixed parcels of synthetic and natural diamonds or
untested parcels must be recognised as such and
traded with full disclosure.
6. The diamond trade must make additional
efforts to eliminate ‘questionable diamonds’ from
the supply chain. Synthetic diamond producers
are breathing down our necks with claims about
unacceptable sourcing.
Reliance on the Kimberley Process to ensure the
legitimacy of diamonds is no longer sufficient
or acceptable. New source certification and
provenance systems capable of ensuring an
ethical supply chain must be encouraged and
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promptly implemented. Unethical companies and
individuals must be excluded from the legitimate
diamond trade.
CONCLUSION

Synthetic diamonds are threatening the integrity of
the natural diamond trade by promoting the sale of
expensive synthetic diamonds without disclosing
their inability to store value.
Consumers are being misled about the mediumand long-term value of their synthetic diamonds.
Absent full and fair disclosure it is likely that once
consumers find out about the ‘value retention
problem’ they will no longer be interested in buying
any diamonds, including natural diamonds.
As Millennials finally come of marriageable age,
we are in danger of losing an entire generation
of diamond consumers due to our failure to
differentiate our natural diamonds from synthetic
diamonds based on value retention and other
factors. Better marketing focusing on the benefits of
natural diamonds compared to synthetic diamonds
is desperately needed.
It looks like we have lost the battle for low-quality
natural melee diamonds. The benefits of natural
diamonds for inexpensive fashion jewellery are
unclear. Extensive marketing efforts to brand and sell
synthetic diamond jewellery by Swarovski, Diamond
Foundry and others are taking place. Nothing similar
is being done for natural diamonds.
All of us in the diamond industry face an ethical
dilemma: should we or should we not sell synthetic
diamonds? Even with full disclosure about value
retention, we will still have the problem of facing
consumers who will come back in a few years with
worth-less synthetic diamonds.

From the Rapaport perspective we question the
ethics of establishing a synthetic diamond-trading
network on RapNet or publishing a Rapaport price
list for synthetics. We do not think it is right to
create an enabling environment for products that
will harm consumers. i
Footnotes
1. See the report by Trucost ESG Analysis:
a. Mined polished diamonds produce an average of 160kg
of CO2 emissions per carat, while lab-grown diamonds
produce 511kg — more than three times as much.
b. The report includes additional information about the
ethical benefits provided by natural diamonds.
2. “Lab grown diamonds are exactly the same
as mined diamonds.” – New Dawn Diamonds
<newdawndiamonds.com>
3. Defense Advanced Research Projects Agency
2013,Quantum-assisted Nano-imaging of Living Organism
Is a First, DARPA <darpa.mil/news-events/2013-05-02>
4. While our comments here refer to a man and woman,
we recognise that many relationships are same-sex or
gender-fluid, or have non-traditional gender roles.
5. Industry trade organisations include Jewelers of America
(JA), the American Gem Society (AGS), the Diamond
Dealers Club (DDC), the Diamond Manufacturers &
Importers Association of America (DMIA), the World
Federation of Diamond Bourses (WFDB), the International
Diamond Manufacturers Association (IDMA), and the
World Jewellery Confederation (CIBJO).
6. See report available at diamondproducers.com.
A B O U T THE A U TH OR

Martin Rapaport established the Rapaport
Price List in 1978 and founded the Rapaport
Group, a value-based organisation supporting
the development of ethical, transparent,
competitive and efficient markets.

WORLD FEDERATION OF DIAMOND BOURSES

Keep your diamonds transparent to
avoid misleading consumers
ER NIE BLOM‘S KEY POINTS :
The World Federation of Diamond Bourses allows member bourses to set their own synthetic diamond trading policy
Synthetic diamond manufacturers must be held to the same strict standards as diamond mining companies
Consumers should be fully informed about the attributes of each product, including environmental impact and resale value
The Great Diamond Debate is a very important
conversation that continues to develop. As
president of the World Federation of Diamond
Bourses (WFDB), the largest global diamond
industry body, there are several relevant points
to be made on behalf of the organisation.
At the outset, let me stress that the WFDB allows each
bourse to make its own decision regarding trading in
synthetics on their premises. For example, the Bharat
Diamond Bourse in Mumbai does not allow trading
in such stones.
Meanwhile, the Federation of Belgian Diamond
Bourses has banned trading of lab-growns in any of
the trading halls of its four exchanges, although it will
still be permitted in private companies’ offices; the
same rule applies at the Israel Diamond Exchange.
Earlier this year, a tender of rough synthetics took
place at the Dubai Diamond Exchange.
I must also stress that the WFDB has no issue with
synthetics, just as long as they are fully disclosed.
They are clearly a separate niche market, and
whoever wants to buy such stones is, of course,
free to do so.
Would I recommend proposing to a partner with a
synthetic stone? Frankly, I would not, but we are all
free to do what we believe is right.
ENVIRONMENTAL CLAIMS

However, I believe that consumers must be fully
informed on which type of stone they are spending
their money when they buy such a product.
They must know that they are purchasing stones that
are mass-produced in factories and made in a month
or two using large amounts of electricity in order to
create heat and pressure for the production process.

Since most synthetic stones are made in China and
India, where more than 80 per cent of electricity is
generated by burning coal, their carbon footprint is,
necessarily, high.

these stones is declining continuously. What this
means, in practice, is that they have little inherent
value on the day they are bought and practically no
resale value.

This is, therefore, at odds with the claims of synthetics
manufacturers who have described their products as
being ‘eco-friendly’ in order to appeal, in particular, to
Millennial consumers. It is only right that this should
not go unchallenged.

Let us compare that with diamonds from the Earth,
which are billions of years old and have proved for
thousands of years that they retain their value – and,
indeed, can increase with time.

This is also in the interest of the synthetic diamond
manufacturers themselves, who face being ‘caught
out’ by consumers searching for detailed information
about the manner in which the stone they bought
was made.
The WFDB is in favour of complete transparency
regarding diamond mining and this must also be the
standard of the synthetics manufacturers, regarding
production processes.
We accept that diamond mining also has an
environmental impact and miners must use
more renewable energy sources and reduce their
carbon emissions.
In this respect, I would point to the efforts of De
Beers, which is investing in technology to store
carbon in the rocks at mines, and aiming to create its
first carbon-neutral pit.
Clearly, this is still some way from happening, but the
very fact that it is taking place shows the concern of
diamond miners for the environment and climate
change. And with De Beers leading the way, it is likely
that other companies will follow suit.
COST AND VALUE

Another important point that buyers of synthetics
should bear in mind is that the production cost of

This is the reason that they are handed down from
generation to generation: not simply because of
their sentimental value, but because of their financial
value as well.
I believe it would be fair and accurate to say that this
is unlikely to happen with a synthetic diamond.
And, finally, I would point out that it is important to
keep in perspective the impact of synthetics.
Although the media coverage has been high,
synthetic stones are still a very small part of annual
global polished supply: around 2–4 per cent of the
approximate $US19 billion in polished sales per year.
As I mentioned above, it is incumbent on both the
diamond industry and the synthetic manufacturers to
be completely transparent and honest in marketing
and selling.
This is most certainly the approach that we are taking,
and we hope that the synthetic diamond companies
will do likewise. i
A B O U T THE A U THOR

Ernie Blom is president of the World
Federation of Diamond Bourses (WFDB) and
serves on CIBJO’s Presidents Council. He is a
lifelong member of the diamond industry.
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INDEPENDENT ANALYST

Synthetic, created, lab-grown: What
should we call these diamonds?
PAUL Z IMNISKY‘S KEY POINTS :
The frequently used acronym ‘LGD’ entirely removes the word ‘diamond’, which could have significant implications
How diamonds are described has a significant impact on their appeal to consumers
‘Man-made diamonds’ may be the most accurate terminology, but it is unlikely to be widely adopted
When James Allen, the online subsidiary of US
jewellery group Signet Jewelers, began offering
man-made diamonds in May this year, the
company added an additional tab to its search
page: ‘Earth-created Diamonds’, alongside ‘Labcreated Diamonds’.
At the time, most jewellery websites that offered
both products automatically defaulted to natural
diamonds and required the user to use a filter to
search for the man-made variety.
While this seems somewhat trivial, it highlights the
fact that the industry is still unsure as to the best
way to present diamonds to consumers.
Given the wide variation in nomenclature and
a lack of standardisation being used by the
trade to describe man-made diamonds, adding
an ‘Earth-created’ qualifier to natural diamonds
seems like further convolution – at a time
when diamond customers are already, and
understandably, confused.
Today, when a consumer decides to research
what is often a multi-thousand-dollar commitment,
they are faced with many terms to describe multiple
different products, whether it be a natural stone,
a man-made, a simulant or some other altered
version or hybrid.
It’s understandable why the industry is jockeying
with marketing terms to describe these products
because it will, most likely, have an impact upon the
consumer’s perception.
The man-made diamond manufacturers and
retailers prefer the term ‘lab’ to be included in
the descriptor because it evokes a perception of
innovation and technological advancement.
However, while man-made diamonds do represent
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Preferred terms used for four primary diamond products
* Preferred by mining industry | ** Preferred by man-made industry

Natural

Lab Created

Simulant

Altered

Natural *
Mined **
Earth-created

Lab-created **
Lab-grown **
Synthetic *
Man-made
LGD *
Cultured **
Above-ground **
CVD/HPHT
(Brand)-created

Moissanite
White sapphire
CZ
Crystal

Treated
Irradiated
Hybrid

these nouns to an extent, most are not produced
in a ‘laboratory’, but rather a factory.
Only the research and development typically take
place in a ‘lab’ setting.
Prior to 2017, ’synthetic’ was the ubiquitous term
used to describe man-made diamonds.
Given that ‘man’ has made diamonds for more than
50 years, albeit largely for industrial applications, the
term was similarly applied to gem-quality versions
when the product began emerging in greater scale
in recent years.
The word ’synthetic’ tends to be the preferred
descriptor by the mining industry given the
potentially pejorative association when speaking
of a luxury product.

PaulZimnisky.com © 2019

Representative (another US government body)
issued a list of products that would be affected
by the latest round of trade tariffs with China and
used the term ‘synthetic’ to describe man-made
diamonds and other gemstones.
ACCURACY, CONVENIENCE AND PERCEPTION

Technically speaking, ‘man-made’ is probably
the most appropriate descriptor for the product
although the industry has most actively pushed
‘lab-created’ or ‘lab-grown’ given the clear
marketing benefit.
Consequently, there also appears to be an increasing
use of the acronym ‘LGD’ as a shorthand for labgrown diamonds.

Interestingly, the US’s Federal Trade Commission
removed the word ‘synthetic’ from its recommended
descriptors of man-made diamonds in July 2018.

Given the popularity of acronyms, especially in the
social media age, along with the propensity for
industry people to become tired of writing the full
wording, LGD has been appearing more frequently,
at least in trade communication.

Yet almost a year later, in May 2019, the Trade

Again, as trivial as this may sound, if ‘LGD’ becomes

the standard moniker of man-made diamonds it could actually have
significant implications. By using LGD, the word ‘diamond’ is literally
removed from the description.
Further, given consumer familiarity with ‘CZ’, the acronym for cubic
zirconia – one of the best-known diamond simulants – consumers
may subconsciously relate an acronym for a diamond product with a
diamond simulant even though, in the case of man-made diamonds,
the product is, chemically, diamond.
Ultimately, in consumers’ eyes an acronym could potentially erode
the perceived value and desirability of man-made diamonds. It could
diminish the way that consumers view man-made diamonds relative
to natural.
Widely available, high-quality man-made diamonds are still a relatively
new product, representing only a single-digit percentage of the global
diamond jewellery market, so the parlance remains up for grabs.
Many consumers still do not even know that man-made diamonds
exist, and of those that do, many are likely unsure about the particulars.
Given how important marketing and consumer psychology is to a
luxury product, and especially in the case of diamonds given the high
emotional-value component, the term that becomes the standard to
describe man-made diamonds could have a significant impact on the
success of the product longer-term. i
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DIAMOND SUPPLIER

Is the ostrich finally lifting its
head out of the sand?
DROR YEHUDA’S KEY POINTS :
The problems in the natural diamond market cannot simply be blamed on lab-grown diamonds taking market share
Fierce ideological opposition to lab-grown diamonds is beginning to fade as the financial benefits become clear
Independent jewellery retailers in the US are embracing lab-grown diamonds and have seen positive results
It’s a myth that, when faced with danger,
ostriches bury their heads in the sand. In fact,
they usually face the threat head on.

diamonds. There is no doubt that the price of
smaller diamonds has fallen since lab-grown
diamonds entered the market.

Yet the ‘political’ leadership of our diamond industry
behaved like the metaphorical ostrich when they
tried to convince themselves that lab-grown
diamonds would not threaten the existing market.

In other size categories, the price decrease can be
attributed to a shrinking market share.
However, I don’t see how the lab-grown diamond
market affects 10-carat D FL prices, which have
fallen by almost half in the past few years.

They thought that they could make believe that
lab-grown diamonds are not ‘the real thing’ and that
people would understand. The thinking was, ‘All we
need to do is explain the difference to consumers.’

So, there is a connection between the two worlds,
but I believe that the real problems of the diamond
industry are far greater than to simply blame labgrown diamonds for taking market share.

Trying to fight new technology has always failed.
Trying to do it in our era – when news travels from
one side of the world to the other in nanoseconds –
is Mission: Impossible.
I, unfortunately, think that the ‘politicians’ who lead
the industry made every possible mistake trying to
fight the lab-grown market.
The only little hope for me is that the Diamond
Producers Association (DPA) has finally begun to
advertise diamonds to the world.

PROBLEMS – AND SOLUTIONS

category. The jury is still out. I will, however, take a
small risk saying that lab-grown diamonds are here
to stay.
THE QUESTION OF PRICE STABILITY

In my opinion, the economic downturn in the
diamond industry began about 15 years ago when
De Beers decided to end its international marketing
and advertising campaigns.

As frequently occurs with new technology, the
prices of lab-grown diamonds keep dropping and
each time we see a price drop we think that it
cannot go lower – but it does.

We have to understand that if Coca-Cola stops
advertising today, it will continue to have great sales
for a few years – but at some point in the future it
will lose market share.

Prices of natural diamonds have also dropped in the
past few years and again, we always have the feeling
that it has reached rock bottom, but it never does.

“Prophecy was given to the fools,” so says an old
Jewish idiom, so I won’t try to guess the future.

The lab-grown product has taken over some
percentage of the market, which means that
the natural diamond market has lost that
same percentage.

Nobody knows if lab-grown stones will take over
the natural diamond market; it may be considered
a part of that market or it may be a totally different
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Is there a connection? There must be.

This change may have affected the price of natural

The industry is in very bad shape. There are
hundreds of empty offices in the diamond
exchange buildings in Ramat Gan, as well as
many offices in New York’s diamond district.
Antwerp is a ghost town and in Surat, where there
used to be almost a million diamond cutters, more
than half are now unemployed.
The US has seen more than 5,000 jewellery stores
close in the past five years.
Four years ago, a new product – lab-grown
diamonds – entered the market that can help
people make a living. So, who has adopted it? Many
US independent jewellers! These smart people have
decided that instead of going out of business, they
will offer their customers lab-grown diamonds – and
they’ve done so successfully.
As far as I am aware, to date, no jewellers who
adopted lab-grown diamonds have closed
their doors.
Guess who tells them, ‘Don’t do it, it will ruin us’?
The ‘politicians’ leading our industry, that’s who!

And who is trying to ban the lab-grown diamond
trade in the diamond bourses? It’s the same
‘politicians’ who tried to ban the trade in clarityenhanced diamonds more than 30 years ago.
At that time, I opened Yehuda Diamond Company in
New York and introduced Yehuda Clarity Enhanced
Diamonds the market.
The industry ‘politicians’ tried to ban them from the
trading floor, and then they asked the gemmological
laboratories not to grade them.
Eventually, when they lost that fight, they joined
the clarity-enhanced market, and it was hard to
find a diamond dealer that didn’t deal with clarityenhanced diamonds at some level.
Why? Because they can make money doing so!
And this will eventually also be the case with labgrown diamonds.
THE TRAIN HAS LEFT THE STATION

Today, most of the larger Indian companies, most
of the sightholders, have entered the lab-grown
market – yes, De Beers opened that door for them –

“SMART PEOPLE HAVE DECIDED
THAT INSTEAD OF GOING OUT
OF BUSINESS, THEY WILL OFFER
THEIR CUSTOMERS LAB-GROWN
DIAMONDS – AND THEY’VE
DONE SO SUCCESSFULLY”

decided to at least consider it. Why? Because market
forces and the need to make a living are stronger
than any ideology.
On the other hand, in Israel, where hundreds of
companies have no way to make a living in the
diamond trade, there is a 17 per cent value-added
tax (VAT) on lab-grown diamonds, while there is no
tax on natural diamonds.
Does it prevent honest people from making a living?
The answer is a resounding yes!

and they either bought-in and became partners or
developed an interest. Almost nobody is left out.
This is another reason for price drops, even though
new big retailers are joining, such as Kay Jewelers
and Jared in the US, which are both owned by
Signet Jewelers; supply is currently greater than
the demand.
It’s been reported that the Bharat Diamond Bourse
in India is considering allowing the trade of labgrown diamonds on the trading floor. Up until very
recently the bourse resisted the change and fought
it, but eventually they changed their mind and have

When will the VAT be lifted? When the ‘politicians’
themselves start dealing in lab-grown diamonds
– just like in India.
Lab-grown diamonds are here to stay. It’s not smart
to try to prevent people from dealing with them. i
A B O U T THE A U THOR

Dror Yehuda is president of Yehuda Diamond
Company, which produces natural clarity
enhanced and lab-grown diamonds, as well as
the Sherlock Holmes diamond detector.

Christian Paul
SYDNEY
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ISRAEL DIAMOND EXCHANGE

The industry must support
natural diamonds
BOAZ MOLDAWSKY ’S KEY POINTS :
The point of difference for natural diamonds is that they are rare and unique, with real value
Marketing initiatives and promotion of natural diamonds to consumers should be industry-wide and collaborative
Governments and international bodies must more strictly regulate the trade of synthetic diamonds
The Israeli diamond industry is one of the most
respected in the world, with more than 80
years of tradition. Israel leads the industry in its
unwavering commitment to natural diamonds.
This year, the Israel Diamond Exchange (IDE)
launched a global awareness campaign to highlight
the unique and extraordinary features of natural
diamonds. Only natural diamonds symbolise eternity,
commitment and love.
The message of the campaign is, ‘In a fake world, real
things are rare,’ and it emphasises the traits of natural
diamonds: astounding beauty, natural creation,
geological age and immeasurable value. The online
marketing campaign consists of several short videos.
Three videos have already released to date, and all
conclude with the tag line, ‘I love natural diamonds.’
We are the first global diamond centre to release
an international campaign aimed at differentiating
natural diamonds from lab-grown and other
synthetic stones.
We presented the campaign at the World Federation
of Diamond Bourses (WFDB) EXCO Conference in July
and it was immediately endorsed by the WFDB. In
addition, the IDE videos are available to the 29 WFDB
member diamond exchanges around the world for
distribution through their own social media channels.
At a time when counterfeit products and fake
reproductions flood almost every market, we believe
that few commodities remain as rare and unique
as natural diamonds. Our marketing campaign
highlights the exceptional qualities of natural
diamonds as symbols of love and timelessness over
the generations.
We aim to make consumers aware of the real value
of the gems they buy and the unmatched attributes
of natural diamonds. Our goal is to create a notable
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differentiation between natural and synthetic
diamonds. The two are not the same, even though
they may share the same chemical composition.

the Israeli government to issue regulations
applicable to the synthetic diamond trade.

We want this message to be made clear to
consumers so that they are fully aware of what they
are buying. Unfortunately, there have been many
cases where synthetics were passed-off as natural.

We are also calling upon the US Federal Trade
Commission to issue stringent guidelines and
regulations concerning the synthetic diamond
industry and to apply sanctions when synthetics are
passed-off as natural.

We are convinced, and research confirms, that
consumers want only natural diamonds for their
important jewellery. They may be willing to buy labgrown diamonds for what De Beers calls “affordable
fashion jewellery,” just as they bought jewellery set
with cubic zirconia before that.

Key players in the industry are supporting our
efforts in favour of natural diamonds; the WFDB has
adopted our campaign, and the Diamond Producers
Association (DPA) has recently launched its own highprofile campaign ‘The Diamond Journey’ ahead of the
holiday season, targeting 21–39 year old consumers.

PROACTIVE INITIATIVES

The DPA’s central themes – love, connection and
heirloom – depict the journey of a diamond as it is
transformed from rough to jewellery and carries the
tag line ‘3 Billion Years in the Making.’

In addition to launching the awareness campaign,
we have taken several steps to ensure that this
distinction will be clear to all:
•

Trading in synthetic diamonds has long been
banned on the IDE trading floor.

•

We favour the use of technology that can
detect synthetics and we are promoting
the use of this technology throughout the
diamond pipeline.

•

We have called on the leading gemmological
laboratories, most notably the GIA, to create
distinct certificates for synthetics that do not
resemble those for natural diamonds.

•

We are also calling on the authorities in all
countries to issue guidelines and regulations
for the synthetic diamond industry. For
example, in Israel, one needs to be licensed
to trade in natural diamonds and there are
regulations concerning VAT (value-added tax).
On the other hand, the synthetic trade is not
regulated and no licenses exist. We are asking

We are collaborating with both the WFDB and the
DPA in planning additional measures to promote
natural diamonds over synthetics.
The Israel Diamond Exchange has taken a strong
position in favour of natural diamonds. We have
chosen to lead the industry in this regard and we are
optimistic that the global diamond industry will join
us in these efforts.
We are certain that consumers will continue to
prefer natural diamonds as an expression of
everlasting love. i

ABOUT THE AUTHOR

Boaz Moldawsky is a board member of
the Israel Diamond Exchange and chairman
of the Israel Diamond Institute, which promotes
the Israeli diamond industry.

DIAMOND PRODUCER

The natural diamond industry is
facing disruption in every aspect
SERGEY IVANOV ’S KEY POINTS :
Lab-grown diamonds and natural diamonds are separate products with their own niches in the market
It is critical for natural diamond companies to differentiate their product and collaborate on marketing initiatives
Consumers want to know the ‘story’ of their diamond and this offers great potential for natural diamond companies
We work in a unique industry, one that makes
it possible for our customers to express and
capture their real feelings and emotions, and
celebrate achievements in their life. At the same
time, the unique nature of diamonds underlies
the unique challenges we are facing today.

The third factor is the structural change of wholesale
product purchasing in the US, which is the largest
diamond jewellery market.

and advertise diamonds. That is, because of
disruptions, many traditional ways of marketing
are no longer effective.

The sales of polished diamonds haven’t fallen –
however, we are seeing the retailers’ approach to
purchasing diamond jewellery changing dramatically.

The long overdue re-launch of generic marketing
to modern consumers by the Diamond Producers
Association (DPA) is an important step.

We are living in the modern world, which is changing
and developing lightning fast.
As has been widely noted, the diamond industry
has been challenged by disruptions: global financial
and economic instability, geopolitics, technological
advancement and, of course, the evolving
perceptions of the new generation of consumers.
I would like to touch upon some of those in
more detail.
Firstly, the current situation in the natural diamond
market – this factor was formed early last year,
due to overly optimistic expectations of retailers
and manufacturers against the backdrop of strong
seasonal demand in 2017.
Unfortunately, the next holiday season saw the sales
of diamond jewellery stagnate due to the plunge of
the US equities market the fourth quarter of 2018,
and the breakout of the US-China trade war, which is
affecting Chinese jewellery manufacturing.
The second factor relates to the strengthening of
Indian banking regulations, with stricter requirements
to obtain credit funding, unfortunately, as a result
of fraud.
The Indian banking sector is currently undergoing
transformation – and this is an important step
forward to bring more transparency and financial
discipline to the market. However, it will also
lead to higher funding costs and will limit access
to finance.

“[LAB-GROWN DIAMONDS] WILL
NOT AFFECT OUR PRODUCT IN
THE LONG-TERM... [YET] IT’S
CRUCIALLY IMPORTANT TO
TAKE ACTION AIMED AT
CLEAR DIFFERENTIATION”

However we all should contribute to it with our
innovative ideas; specific campaigns, regional
campaigns, rethinking other ‘4Cs’ and properties of
diamonds like provenance and sustainability – there
are many examples of how we can all work to find
new marketing approaches.
Creation of innovative tracks of promotion is one
of the ways to keep up with the realities of the
21st Century.
LONG-TERM THINKING

Large retailers seek to minimise their stock through
different mechanisms. Thanks to advanced IT systems
and high-quality visualisation of jewellery, retailers
can offer consumers diamond jewellery that is
physically located in other stores or has not yet been
purchased by the retailer.
Diamond jewellery retailers generally avoid
purchasing high-cost items unless they are confident
of a consumer sale.
However, the sales of diamond jewellery remain
stable and we expect that the situation will turn
around and – though quite painful – consider this
crisis to be healthy, as it will help to remedy the
current imbalances and inefficiencies in the system.
MARKETING IN THE NEW ERA

In the more competitive luxury market, we also
must think of reinventing the way we promote

Many people view lab-grown diamonds as another
disruptive factor for the global diamond industry.
Though we believe it will not affect our product in
the long-term – to eventually find its own niche – it’s
crucially important to take action aimed at clear
differentiation between diamonds and their manmade analogues.
This has been in the focus of the DPA this year, with
work being done together with our long-standing
industry partners.
Collaboration in this area is key to success. Failure
to ensure differentiation undermines not only the
diamond industry, but also the jewellery industry;
leading to loss of business in many traditional centres
of the world.
A clear challenge also lies in unsubstantiated claims
that natural diamonds are not ethical. The DPA
commissioned the first-ever report on the impact
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FEATURING THE
DELICATE PINK TONE OF
ARGYLE PINK DIAMONDS

of diamond mining on regional economies.
The report shows the exact opposite of what
many people have been told.
Not every mining industry can boast of a netpositive social, economic and environmental
impact of $US16 billion annually.
We suggest that the promotion of the
‘Diamonds do good’ story should also be a
joint diamond industry effort, not limited to its
mining community.
We need united efforts to successfully
implement industry initiatives on responsible
business practices, protection of diamond
equity, and consumer rights.
Here, the reform of industry regulation
and self-regulation systems is vital for our
product to continue to build a relationship
with new consumers.
The success of the current Kimberley Process
review cycle, the universal implementation of
a renewed system of warranties of the World
Diamond Council, and promotion of the
updated Code of Practices of the Responsible
Jewellery Council are not ‘nice to have’ but
’must have’ issues.
We must embrace this change together.
Consumers want to know more about the
diamonds in their jewellery so they can be sure
they are of a non-conflict origin, responsibly
sourced and benefit the communities where
they are mined; that human rights, at every
stage of the pipeline, were duly respected and
the environment was protected.
And this applies to all sectors of the pipeline –
again, not merely being a ‘mining issue’.
THE TRACEABILITY OPPORTUNITY

Traceability programs are also very important
to show consumers the whole journey of
the diamond.
For example, our in-house Alrosa Diamond
Digital Passport and Digital Certificates
allow our customers to get a 100 per cent
guaranteed assurance of the origin of the

E pink@samsgroup.com.au
SAMS GROUP
AUSTRALIA

W samsgroup.com.au
P 02 9290 2199

stone – the mine where it was extracted, and
where it was polished.
With this in mind I assume that the next main
disruption in the industry will occur because
diamonds will no longer be, if I may put it, a
‘faceless, unknown mass of stones’, but rather
each stone will be a unique product, with
its own characteristics that were inherently
attributed to it by nature.
Previously, only exclusive, special stones were
considered to be unique but this concept has
now entered the mass segment as well.
You see it every day: everyone wants to
know the ‘story’ behind each diamond,
not just to buy a single piece of rough or
polished diamond.
The diamond industry needs to adapt to this.
Imagine, for example, Alrosa production
reports saying that we haven’t just produced
39 million carats of diamonds, but we
produced 25 million different stones with
25 million different ‘stories’!
The diamond industry is facing disruption in
almost every aspect of the business – but that
is both a challenge and an opportunity for
all of us.
In order to grasp this opportunity, the industry
needs to embrace new realities and accept
them rather than trying to walk away from
them in the hope that someone else will come
and fix the problem.
“If you always do what you always did, you will
always get what you always got.”
That’s Albert Einstein’s quote, and this clearly
depicts the situation the diamond industry
must avoid now, more than ever before. i
A B O U T TH E AU THOR

Sergey Ivanov is CEO of Alrosa, a
Russian group of companies specialising
in the exploration, mining, manufacture,
and sale of diamonds. It is the world’s
largest diamond producer by volume.

DIAMOND AUTHORITY

Don’t blame synthetic diamonds
for the natural industry’s woes
GAR RY HOLLOWAY ’S KEY POINTS :
Market changes in India and China have had significant impacts on the natural diamond market
From a technical perspective, both CVD and HPHT synthetic diamonds have qualities that make them attractive
Synthetic diamonds offer benefits to cutters and retailers – but consumers prefer natural diamonds for engagements and anniversaries
There is a popular theory that synthetic
diamonds are killing the natural, mined
diamond business. That’s fake news! The
natural diamond industry is doing a better
job at harming itself than the manufactured
diamond industry could ever hope to do.
It’s economics 101: liquidity crisis.
Most diamond cutters (they liked to be called
manufacturers, but now ‘manufacturers’ refers to
growers of synthetics) require bank finance for their
rough diamond buying.
For far too long, Indian companies have been
hooked on government-subsidised interest rates to
promote skilled export-oriented employment.
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Finally, if you are polishing manufactured diamonds,
get rid of your highly paid rough planning team
because factory-grown rough does not need
hi-tech planning.

It’s commonly believed that much of the
money sourced this way has funded Mumbai
property developments.

Why polish grainy, cheap twinned rough that needs
planning to avoid inclusions, when you have a
simpler and more predictable option?

Finally, after 20 years, the government and banks are
clamping down. In Antwerp, ABN Amro – a major
lender to the rough diamond sector – has scaled
back its financing.

Note to self: sell my Sarine shares!

Firstly, they can stop buying very expensive high
colour and clarity large natural rough diamonds
because, as the Rapaport price graph shows, other
companies are dumping theirs.
Secondly, sell off your natural stock that is high
value and slow selling. Thirdly, start polishing high
demand rough, like D-J VS2-SI1.
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PRICE TRENDS FOR 0.30–3-CARAT DIAMONDS, OCTOBER 2018 TO OCTOBER 2019. SOURCE: RAPAPORT

This has led to ‘round-robin IMPEX’: import a parcel
of rough, get a low interest loan, smuggle the goods
out of the country, re-import the parcel, get a new
loan, and repeat over and over.

How can diamond dealers pay back their loans?

Apr

ANSWERS IN THE DIAMOND PRICE

When observing the diamond price trends over the
past 12 months, it becomes clear that the two big
falls reflect larger, high colour and clarity stones sold
off cheap to gain cash flow – presumably, in order to
pay back dodgy loans.
The smaller stones are ‘Chinese goods’; 30–50
pointers for engagement rings.
Like all new Asian diamond markets, Chinese
jewellers thought average consumers would buy
the same quality stones that the wealthy buy.

Wrong! Chinese jewellers stocked more than 10,000
stores with third-carat D-F VVS goods for the new
engagement ring market.
However, just like Japan and Korea, consumers
could not see the difference between a G SI1 and a
twice-the-cost D VVS.
To meet this new demand the GIA has reduced
the carat weight they grade from 0.50-carat to
0.15-carat. Cutters have moved a lot of their
production to meet the new Chinese demand,
cutting away SI and VS inclusions.
Now, they no longer need as many engineers
or advanced rough planning equipment.
The market has, simply, changed. Argyle is closing
at the right time. At around $US10 per carat, most
of their off-white output ends up in cheap
promotional jewellery.
That means lab-grown diamonds that look
far better to the naked eye will have a much
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greater appeal as they become cheaper than ‘cheap
(natural) goods’.

A couple of side notes on diamond fluorescence:
firstly, stronger blue fluorescence in a colourless (D to
Z) diamond is an indication of natural origin.

THE POSITIVES OF SYNTHETIC DIAMONDS

Secondly, recent research has proven that blue
fluorescence does not cause milky haziness or dull
a diamond unless it is combined with certain types
of inclusions.

Mahek Mehta, partner at Rajlaxmi Technomech,
explains the current problems in Surat, India, where
the vast majority of all diamonds are polished: “Due
to rising natural rough prices and slow polished
diamond sales, many cutters do not find it profitable
to manufacture.
“Small and medium-sized companies have moved
partially or completely into manufacturing and
trading lab-grown diamonds as the investment
is less compared with natural diamonds – and
[lab-grown diamonds] are a self-funded venture,
unlike naturals.”
Mehta adds: “Big companies are investing heavily
in technologies for ‘growing’ lab-grown rough.
[They] manufacture and sell polished diamonds
to prospective wholesalers and retailers focusing
on marketing loose lab-grown diamonds and
jewellery. This will target a different segment
of consumers.”
At the JCK Las Vegas show in June this year,
80 per cent of CVD [chemical vapour deposition]
diamonds I checked with an Ideal-Scope or
ASET scope had ‘magic’ proportions – compared
to less than 10 per cent of natural and HPHT [highpressure high-temperature] diamonds.

SARINE TECHNOLOGIES SHARE PRICE, OCTOBER 2018
TO OCTOBER 2019. SOURCE: GOOGLE STOCKS

according to RapNet. This makes me particularly
happy as I have worked for decades to improve the
beauty and apparent size of diamond cut quality.
I developed the Holloway Cut Adviser, a tool
that provides a visual assessment based upon
proportional parameter values of diamonds and
gemstones. It is used around a million times a year,
mainly by savvy consumers.
This year I added an additional patented online
service (hollowaycutadviser.com) enabling anyone
to check the apparent size of any round diamond
based on the proportions that appear on any
grading report.
AN HONEST ASSESSMENT

The better cut proportions of CVD results from the
depth constraint. Why grow thicker than 3.9mm to
achieve a 1-carat round?

However, some CVDs were hazy; they grow like
carbon rain falling onto a flat crystal substrate,
building upwards in layers. Banding in the layers can
reduce visible fire and brilliance, so CVD diamonds
can be less ‘crisp’ in performance.

Bear in mind that 60 per cent of natural diamonds
are much too deep at +4.00mm or +62.5 per cent,

HPHT has better transparency and lustre, but suffers
from being overly deep like natural diamonds.
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Expect to see the value of fluorescent diamond
increase – just in time for Alrosa to begin marketing
its ‘Luminous Diamonds’.
Finally, the pros and cons of stocking synthetic
diamonds versus natural diamonds come down to
consumer behaviour.
A woman might buy herself a 2-carat synthetic
diamond for $3,000 – but there’s no way this woman
will let her partner buy her a ‘fake’!
As a result, a suitor may be pressured to buy a
$40,000 2-carat natural diamond engagement ring or
anniversary present.
Pun: Syn is short for ‘synthetic’ and is a homophone
for sin. It would be a sin for a suitor to offer a
prospective partner a syn diamond.
However, when faced with a choice, many customers
shopping at High Street jewellery chain stores will
take the lab-grown option. i
A B O U T THE A U TH OR

Garry Holloway is founder of Melbourne’s
Holloway Diamonds and a self-confessed ‘cut
nut’. He is the inventor of the Ideal-Scope and
patented Holloway Cut Adviser.

LAB-GROWN SUPPLIER

Important lessons have been learnt
from the first year of Lightbox
SALLY MOR R ISON‘S KEY POINTS :
Consumers remain confused about whether lab-grown diamonds are a diamond simulant or not
There is very strong demand from consumers for lab-grown fancy colour diamonds
The lab-grown diamond industry is still in its growth phase; innovation and competition will keep prices low
While the awareness of lab-grown diamonds
may generally be increasing, confusion about
the product obviously still exists.
The Lightbox Jewelry experience – based on
focus groups, quantitative and qualitative research,
and real life customer interactions in our pop-up
stores – suggests a wide variety of beliefs and
misconceptions about what constitutes a
lab-grown diamond.
The most common questions are: ‘Is it CZ?’ and,
‘Is this like moissanite?’
So, as an industry, we need accept that in
many cases, the average consumer is still quite
uninformed, even though there’s been information
available for a while. It also means that we must
re-double our efforts around education on the
category: both for our own staff and for the public.
Ultimately, it is our responsibility to offer consumers
a real and clear choice, and to be sure they are fully
aware about the product they’re buying. We have
recently launched new online educational content
in an attempt to address this issue.
Our experience shows that, once consumers
understand lab-grown diamonds, they are typically
more open minded about considering the stones
for a fashion jewellery purchase, particularly for fun
layering and stacking in different cuts and hues.
While the majority of consumers are clear they
would prefer a natural diamond for their milestone
moments – such as engagement, a gift of love, or
significant anniversaries – they are interested in labgrown jewellery as a decorative accessory.
They see lab-grown diamonds as a sparkly treat that
they can use to punctuate an outfit, rather like a
designer bag or pair of shoes.

This openness is not limited to the Millennial
consumer – far from it.
In fact, we have seen very broad interest from
a wide range of demographics, including older
jewellery fans, who already have a nice collection of
pieces but are looking for an excuse to buy more!
This insight has very much informed our product
strategy: having launched with simple classic
silhouettes, we have now introduced stacking rings
with trillions, cushions, and baguettes.
Coloured lab-grown diamonds are potentially a
huge area to drive growth. Significantly, over the
first year of business Lightbox sold more jewellery in
pink and blue than classic white.
For most consumers this is an entirely new and
exciting product, since few have even had the
opportunity to see a natural pink or blue diamond,
which are so precious and elusive ‘in the wild’!
For the jewellery design community too, access to
lab-grown coloured diamonds offers the possibility
of creating bigger designs in broad palettes with
stones that can potentially be grown to their
individual colour specifications.
DIFFERENTIATION AND ACCOUNTABILITY

For overall consumer confidence, disclosure is key
at all levels of our industry. The Diamond Producers
Association’s (DPA) Project Assure recently tested a
range of diamond verification instruments and rated
their efficiency and effectiveness.
This is an ongoing program to assess available
instruments in the market and is an important tool
for the trade.
It’s a useful first stop for anyone wanting to research
available equipment and its performance.

All Lightbox lab-grown diamonds above 0.20 carats
have a special laser inscription of our logo that sits in
the centre of the stone.
The technology to create this internal mark was
developed by a company associated with the
prestigious Oxford University in the UK.
Stones below 0.20 carats have an inscription on the
girdle. These measures prevent any possibility of
consumers being misled about the product.
When it comes to the lab-grown diamonds
themselves, as is expected with any new
technology, prices have already dropped
due to increased – and improved – production
being implemented.
It would be reasonable to expect this trend to
continue; as techniques become more sophisticated
and processes become more efficient, better
quality material and more colours will likely
become available.
There are already many more online options today
than existed a year ago.
Despite all the activity in the market, it’s important
to remember that this is still a relatively new
technology in terms of being able to create
gem-quality material; therefore we are only at the
beginning of this changing market.
The good news is that we can harness this
innovation to drive growth. Watch this space. i
A B O U T THE A U THOR

Sally Morrison is chief marketing officer
at Lightbox Jewelry. She has previously held
senior marketing roles at World Gold Council
(LoveGold), Gemfields and Forevermark.
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RESEARCH

Retailers, it’s time to follow the
leader – your customer
MARTY HURWITZ’S KEY POINTS :
Tradition is useless in a declining retail market; the objective is to give consumers what they want
Lab-grown and mined diamonds don’t have to compete – they can serve the needs of different customers
Competitive margins make lab-grown diamonds attractive for retailers, while customers can buy a larger stone within their budget
When MVI Marketing first started researching
consumer awareness and acceptance of labgrown diamonds in 2004, most people in the
industry thought we were crazy.

For example, when the jet engine developer first
presented his plans to the propeller manufacturer,
the propeller manufacturer said: ”What do I need that
for? I’m in the propeller business!”

That was nothing new; when we first started
researching consumer acceptance of Argyle
champagne diamonds in 1989, most people in the
industry thought we were crazy then too.

Not too long after that meeting, he realised he used to
be in the transportation business.

The jewellery industry is really an industry of
followers, with few Elon Musks. But when turmoil and
tumult becomes the everyday environment and the
traditional, paternal market makers have abdicated,
there is only one true leader for any retailer to follow:
the almighty, omniscient consumer.
In other consumer goods categories it would be
obvious that whatever the consumer wants is what
is sold to them. Tradition would have little or nothing
to do with the transaction. I understand if some
readers find this jarring; change is challenging,
however we are in a period of change and
consolidation in all retailing.
The next generation consumer is not shopping
in-store and they need to be attracted back for the
retail industry to survive. Traditional jewellery retailing,
especially, is struggling.
Before you face further threats, perhaps you can
answer this question: what business are you in?
You are not in the investment business. If your
customers want investments, they should go to a
stockbroker or financial advisor.
You are in the love business. If your customers want
to give a gift that symbolises their love for someone,
they come to you. You need to focus on, and
remember, in which business you trade before you
become obsolete.
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EMPOWERING CHOICE

There is no greater personal choice than what
you choose to symbolise your love. That is the key
challenge and opportunity, with a freight train of
change coming down the track in the great labgrown versus mined diamond debate.
It’s all about offering your consumers the choice.
Let them decide and then profit from whichever
product they choose.
We work with many companies in the mined
diamond and the lab-grown diamond business.
They are complementary, and both are filled with
opportunity, as long as we present both products to
our customers and allow them to decide which best
represents their love.
In the course of our market research, we have
discovered that there are important facts for jewellers
to consider.
Firstly, the younger generations will choose labgrown diamonds because of the value they represent
to them, not the ‘investment’ value. Customers
shop with a budget in mind and when they see the
comparison of a lab-grown diamond next to a mined
diamond, they gravitate to the lab-grown diamond
seven out of 10 times. Why?
Because when it comes to diamonds, bigger is better.
Secondly, lab-grown diamonds are now a
mainstream product. Recently, Atelier Swarovski

announced the opening of a ‘Conscious Luxury
Boutique’ at Harrods in London, which features labgrown diamonds. The largest US jewellery company,
Signet Jewelers, is now in the lab-grown business as
is Helzberg Diamonds, which operates 210 stores in
the US. Australia’s Michael Hill has also introduced
lab-grown diamond jewellery.
With these large retailers now expanding into the
category, what will you say to your customer when
they ask if you stock lab-grown diamonds? If you say
you don’t or won’t stock them, there is a very good
chance that they will walk out your door, maybe
never to return.
As more retailers stock lab-grown diamonds, the
prime ‘growers’ – manufacturers – will struggle to
meet demand. Supply and demand is creating price
stability for this product. Lab-grown diamond prices
are not significantly deteriorating.
Will more manufacturers enter the market and drive
prices down? That’s the conventional wisdom – but
that wisdom ignores the fact that it’s not so easy to
‘grow’ diamonds.
Many people can raise the funds (around
$US300,000) to build a reactor, but the shortage is in
the number of scientists that know how to operate
the equipment and create a product that is the
correct colour and size.
In other words, there is a shortage of human capital,
at the PhD level – people who have the expertise to
grow quality stones. There is also intellectual property
(IP) involved in diamond manufacture and the
holders of that IP are now enforcing their rights.
This will tighten legitimate supply even further.
Major retailers will want to avoid legal liability and
will require their lab-grown diamond suppliers

to become IP compliant in order to undertake
‘legal’ manufacturing.

it. The benefit is that customers get more value, while
retailers make more money.

A MATTER OF MARGIN

The new product also offers retailers the opportunity
to cater to self-purchasing females. Our research
indicates that these customers don’t really care about
nomenclature, gemmology or science when it comes
to their jewellery – rather, they want fashion, style and
the ability to accessorise.

Mined diamond inventory is rapidly devaluing,
and can no longer be relied upon to produce
a solid return on investment for retailers. The only
valuable inventory is inventory that sells through
to the customer.
It would be wiser for those holding mined diamonds
to sell existing stock before prices drop further. While
this point may invite scepticism, those who don’t
believe me should try to get an offer on their entire
mined diamond inventory tomorrow. That will be a
wake-up call for them.
Ultimately, the number of profitable businesses in the
mined diamond category is rapidly shrinking, while
those making margin in the lab-grown diamond
category are increasing. That’s why the freight train is
ploughing down the track.
Retailers are noticing the margin potential with labgrown product that is better than they’ve been able
to secure in years, and they want to take advantage of

Lab-grown diamond melee will also give jewellery
retailers new options for affordable, high-quality
fashion jewellery that women can buy three to four
times per year. That presents a great opportunity –
this stock is not a one-time turn per year.

traditional retailers. Retailers in Indonesia, Mexico
and South America are entering the category and
widening the jewellery market by offering lab-grown
diamonds to customers that, previously, could never
afford any diamond jewellery.I
t’s only a matter of time before this trend fully
goes global.
Consumers all over the world are demanding
sustainable practices from brands and products they
purchase and support. Jewellery is no exception
and lab-grown diamonds can provide radical
transparency and a clear chain of custody.
The only certainty in life is change. Embrace it, accept
it, own it and you will profit from it. Bury your head in
the sand, ignore the change, bemoan the loss of the
past, and you will miss the boat. i

GLOBAL OPPORTUNITY

So far, the lab-grown diamond market has been
driven by US consumers and therefore retailers,
however this is slowly changing and will impact
Australasia in the near term.

A B O U T THE A U THOR

Luxury retailers such as Courbet, on Place Vendôme in
Paris, are creating entire collections of high-end bridal
and fine lab-grown diamond jewellery. Wholesalers
in Japan are distributing lab-grown diamonds to

Marty Hurwitz is CEO of MVI Marketing, which
provides consumer and trade market research
and strategic consulting to luxury industries, with
a primary focus on jewellery and accessories.

FIND US ON INSTAGRAM
MILLENNIUM_CHAIN

Australian leading wholesaler, specialising in manufacturing
9ct and 18ct yellow gold, rose gold and white gold.
Machine made and hand made, any kind, chains and bracelets,
bangles and findings. Suppliers to retailers and wholesalers.

MILLENNIUM CHAIN
P: 03 9650 5955 | E: sales@millenniumchain.com.au
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BHARAT DIAMOND BOURSE

Members of the bourse will decide
if the synthetic ban is lifted
MEHUL SHAH‘S KEY POINTS :
Members of the Bharat Diamond Bourse voted to ban synthetic diamond trading on its premises in 2015
The bourse is utilising synthetic diamond detectors to ensure undisclosed mixing does not take place
Any change in the policy is contingent on another vote, as well as the recommendations of the Natural Diamonds Monitoring Committee
When it comes to the debate about synthetic
diamonds, the Bharat Diamond Bourse (BDB)
has one goal: to protect our 5,000 members
and ensure buyers purchase natural diamonds.
While we do not disapprove of the synthetic
diamond industry, the BDB remains a centre for
the trade of natural diamonds, which is why we
have had a ban on synthetic diamonds in place
since 2015.
The decision to disallow the trading of synthetic
products was approved at an annual general
meeting following a specific request for it to be
put on the agenda by our members.
Over the past four years, numerous media reports
have speculated that the BDB may change its
policy or lift its ban.
However, our position remains the same: we do
not allow the trade of synthetic diamonds on our
premises, and in the past we have penalised those
who have breached this ban, including lifetime
suspension from the bourse.
Any change in this policy would be subject to the
will of our members.
CURRENT INITIATIVES

At present, our focus is on preventing the
undisclosed mixing of natural and synthetic
diamonds. The most important way to achieve this
is by improving the accessibility and availability of
synthetic diamond detectors.
This equipment is now very reliable and has
become an essential tool for diamond traders,
and we encourage their use by our members.
The Gemmological Institute of India, which is
independent of but in coordination with BDB and
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the Gem and Jewellery Export Promotion Council,
manufactures detection equipment which is
available at the subsidised price of $US7,000.
Most of the diamond merchants trading at our
bourse use it and every buyer is able to use one
to independently check the diamonds again,
prior to purchase.
In addition to the detector, the BDB has its own
disciplinary committee, and diamantaires are
vigilant at every stage in verifying the diamonds.
With undisclosed diamond mixing becoming more
commonplace, transparency must be the priority
across the whole diamond supply chain.

differentiated, with clear and accurate descriptions
on all invoices and documents.
ADDRESSING THE PROBLEMS

At present, there are approximately 100 traders
dealing in synthetic diamonds in Mumbai, as
opposed to the 5,000 members of the BDB trading
in natural diamonds.
It is clear that the natural diamond market has
significantly slowed and margins are under
pressure; this may be attributed to overtrading and
a misunderstanding of the true market demand.
Reducing the production and supply of rough

A diamond’s information should not only be
available to the trade, but also to members of the
public. Total transparency is key.

could correct this imbalance, and we at the BDB

CHANGES IN THE FUTURE

We are also in discussion with government

are also trying to counter this downturn with
promotional activities.

The Natural Diamonds Monitoring Committee
(NDMC) is an Indian all-trade body formed in 2012.

bodies as to which steps we can take to support

Its purpose is to monitor the proliferation of
synthetic diamonds and the undisclosed mixing
of synthetics with natural diamonds. It also drafts
regulations in relation to these issues.

However, lifting the ban on trading synthetic

Soon, the NDMC will provide new and updated
recommendations on synthetic diamond trading.

our members and their business requirements,

These will be available to the general body of
BDB members who can then vote to reverse or
maintain the existing policy.

policies – just as they voted for the ban in 2015. i

Any decision made before the NDMC forms clear
guidelines and rules would be premature.
The WFDB allows each bourse to make
autonomous decisions on this matter as long
as natural and synthetic diamonds are properly

our members.

diamonds will not solve these underlying problems
in the natural diamond market.
As stated previously, the BDB is accountable to
and they hold the power to change the existing

A B O U T THE A U THOR

Mehul Shah is vice president of the Bharat
Diamond Bourse, treasurer general of the
World Federation of Diamond Bourses,
chairperson of the Star Brillian Group and
on the board of Diamond India Limited.

MEDIA

Both sides of the diamond debate
should verify their claims
DANIELLE MAX ’S KEY POINTS :
Increasingly, consumers of diamonds are basing their purchasing decision on social and environmental considerations
Consumers do not trust companies to honestly communicate their positive attributes – they require third-party verification
These findings present a promising marketing opportunity for both natural and lab-grown diamond companies, and retailers
A major consumer research study has been
released investigating the need for third-party
verification of both mined and lab-grown
diamond manufacturers’ claims of positive
social and environmental impact.
While that doesn’t trip off the tongue, the report
contains some important observations.
The major point is this: about 40 per cent of
consumer-purchasing decisions are driven
by knowledge of social and environmental
responsibility, as well as country of origin claims.
In addition, consumers stated that they would pay
a premium to have detailed knowledge about the
diamonds they purchase, and would value knowing
the country of origin at a jewellery store’s counter.
Since consumers value independent verification
of claims about social and environmental
responsibility, as well as provenance, this is
something retailers and brands should take
into consideration.
Further analysis of the report – published by MVI
Marketing, a luxury brand research firm – shows
that one of the most important considerations
for retailers (after the 4Cs, grading and brand/
company reputation) is that a natural diamond has
been produced using socially and environmentally
responsible methods. The same applies for labgrown stones.
However, the report found that consumers are not
prepared to automatically accept the word of a
brand or company concerning its ‘green’ or ethical
credentials – and nor should they.
A majority of consumers want to know that there
are hard facts and data to support a company’s
claims and assertions.

That’s where the third-party verification comes in;
48 per cent of respondents to the study said
third-party verification of a diamond’s country of
origin and its social and environmental compliance
was ‘very important’, and 41 per cent said it was
‘somewhat important’.
For lab-grown diamonds, those numbers were
44 percent and 42 percent respectively.
These consumers also say they would, ideally,
choose certified responsibly mined or sustainably
manufactured lab-grown diamonds over noncertified diamonds, to the tune of 86 per cent
(for mined diamonds) and 84 percent (for
lab-grown diamonds).
INFORMING YOUR CUSTOMERS

We already know that today’s consumers are
environmentally and ethically minded, and that
will only increase in the future as Gen Z come of
age and force companies to enact changes in the
way they do business, or risk losing a huge swathe
of influential customers.

empowerment, and providing care and support for
youth impacted by HIV/AIDS.
Yet, while there’s already so much positive work
currently being undertaken, just saying so isn’t
enough to satisfy savvy and knowledgeable
consumers who spend large amounts of time
researching products before they buy.
When it comes to marketing, there’s also no denying
the power of social proof.
Social proof is an element of behavioural
psychology, in which people trust and emulate
sources of knowledge, including celebrities, experts,
friends, certification and current users of a product.
Think of it as word-of-mouth advertising. Essentially,
doing good is great, but it’s so much more powerful
when someone else says it for you!
Given these factors, it’s critical for both natural
and lab-grown diamond producers to embrace
third-party certification and verification of their
ethical and sustainable claims – and then fully and
clearly communicate them to consumers.

Open most diamond mining company’s web
pages and there are sections dedicated to
sustainability, the environment and corporate
social responsibility.

Critically, that certification and authentication
needs to be available to customers at the point
of retail; having this will ultimately build trust and
help secure the sale.

The Diamond Empowerment Fund – a global
non-profit organisation supported by the
diamond industry – is dedicated to spreading
the message that ‘diamonds do good’.

As we know, in the diamond industry, trust is the
key. It’s what consumers demand, and it’s what
they deserve. i

It does so by supporting initiatives for people
in ‘diamond communities’ – either diamondproducing countries or regions where natural
diamonds are manufactured.

A B O U T THE A U THOR

Danielle Max is editor in chief IDEX Online, a
leading online diamond-trading platform and
industry publication. IDEX offers buying services,
online transactions, and real time pricing features.

Its projects include education, women’s
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NATURAL COLOR DIAMOND ASSOCIATION

Fighting for the hearts
and minds of diamond desire
ALAN BRONSTEIN ’S KEY POINTS :
The human attraction to and demand for natural diamonds pre-dates marketing and advertising – it is not a manufactured market
Intrinsic and investment value are complex to quantify in relation to natural fancy colour diamonds and man-made diamonds
Man-made diamonds do not pose a ‘threat’ to natural diamonds, as they are a separate, cheaper product without a compelling story
Of all the challenges to the diamond industry
over the past four decades, today we are
presented with the greatest rival to threaten
natural diamond desire: synthetic diamonds.

small, and often it is difficult – if not impossible – to
find two that are exactly alike. They have individual
personalities, like people. They capture your mind
and vision, because we identify with some of their
notable characteristics.

We are fighting to reignite the passion for and
positive perception of natural diamonds, and their
reputation as a store of value.

They are personal more than any other possession
because they are unique.
If the idea of ‘investing’ in diamonds is the
consumer’s overriding objective, there are many
hurdles for this to manifest:

Watching the evolution of diamond alternatives
take a bite from the $US80 billion natural diamond
industry since 1980, simulants have found a place as
inexpensive substitutes for the real thing.

1. Firstly, and most importantly, one has to
understand what one is looking at and have an
understanding of its relationship to references that
provide a fair comparison – and that doesn’t mean a
(subjective) grading certificate.

Now, man-made diamonds raise the discussion to
a higher level. Is this a threat to the industry, or just
another affordable replacement, like cubic zirconia
or Swarovski crystal?
The drama is playing out in the hearts and minds of
consumers right now. Factory-made diamonds are
promoting their potential benefits – of which 99 per
cent is price point – and raising issues that are either
obsolete (ethically-sourced diamonds) or unproven
(environmental benefits).
The idea that dictators or warlords exploit the
natural diamond industry has been reduced to a
fiction. Indeed, the number of people who were
treated as slaves – or worse – in order to supply
diamonds, which were then sold to finance tribal
revolutions, was always a small percentage of
international production.
However, it certainly – and rightly – tarnished
the entire industry when considering what
diamonds symbolise.
With greater recognition of this problem, diamond
producing countries and mining companies have,
through international co-operation, reduced to
almost nil the illegal flow of such merchandise.
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2. Due diligence in comparing cost and colour
preference, as most stones vary widely in both cases.
Almost all mining excavations have embraced
advanced ways to monitor new diamonds entering
the consumer market. This commitment has greatly
curtailed the illicit market and human suffering.
When discussing ethics, we must also consider the
millions of people who contribute and make an
honest living working with natural diamonds to
satisfy our human desire for treasure.
INTRINSIC VALUE VERSUS INVESTMENT VALUE

A major challenge to the future of natural diamonds
is the idea that all diamonds are an investment.
There is no question that the past 40 years have
seen a growing interest in extraordinary stones, and
their value has increased exponentially.
Natural fancy colour diamonds are truly one of
nature’s greatest gifts and most beautiful objects.
They can be subtle or strong, pale or vivid, large or

3. Price fluctuations, which tend to flow in cycles of
five to 10 years; for some stones, upward pressure
has raised prices 50–100 per cent, and downward
cycles have seen those same prices fall by an
equivalent amount.
4. Timing the exit – i.e. liquidating the investment,
which is the most challenging aspect. Staying
abreast of auction data can provide an indication of
this, but there are no guarantees.
Because there are so many factors that drive the
economics of the market, it is impossible to make
the predictions about timing purchases, and/or the
time to sell.
When we take a long-term approach, exceptional
natural diamonds (that means beautiful and
rare) are not only a good store of value (intrinsic)
but offer a logical – if not probable – increase in
value (investment).

However, if one cherishes the objects they can
afford and keeps them for a lifetime, they receive
the ultimate return on their investment. Consumers
should build that into their buying decisions.
NATURAL CREATION OR MAN-MADE IMITATION

The mass production of man-made diamonds over
the past 10 years has also increased exponentially. If
nothing else, this has caused us to contemplate, at all
levels of the industry, if there is any true rationale to
our innate desire for a diamond.
Is the whole idea of diamonds just a big marketing
scheme or can we justify the symbolism that has
become the essence of our diamond desire?
It is not often recognised that the fascination
over diamonds existed long before 20th Century
advertising and marketing; it dates back to the first
diamond ever discovered.
Now that human intellect has deciphered scientific
and technical ways to duplicate what took nature
billions of years to accomplish, we must look at the
ways to differentiate.
At the time I’m writing this article, scientists – while
claiming they are identical – can identify the creation
process; they can determine which stone is natural
and which is man-made.
If the difference between the two can easily be
identified, is it correct to claim they are ‘identical’?
It may not be visible to our eyes, but this invisible
‘energy’ is traceable. So, what’s the difference
between the hand of God and the hand of man?
The building blocks of natural diamonds began
forming underground 3 billion years ago; the universe
itself is estimated to be 15 billion years old.
The process of the evolving atomic structure from
hydrogen to carbon took 12 billion years. Some of
the first and oldest carbon forms are diamonds,
because they are the simplest, purest expression of
the carbon element.

Besides the virtue of their beauty and phenomenon
of their formation, why are we drawn to diamonds?
When you love somebody, you desire to give him
or her the greatest treasure – a treasure as great as
your love.
The gift of a natural diamond has come to represent
what is, in the truest sense, the ultimate material
symbol of reverence.
When diamonds were first discovered millennia
ago, their unique properties such as hardness and
transparency made them the choice of kings as their
magic gemstones. As kingdoms were conquered and

“NATURAL DIAMONDS ARE MORE
VALUABLE [THAN SYNTHETICS],
MORE EXPENSIVE, MORE RARE,
HAVE A GREATER PROVENANCE
AND STORY, AND MAYBE EVEN
SOME HIDDEN ‘POWERS’”
rulers deposed, their diamonds and gems were often
considered a fair trade for their lives and freedom.
This shows the high esteem in which diamonds were
held before the word ‘investment’ was invented. This
perception has been a constant throughout history,
as diamond folklore explains to us.
A SENTIMENTAL JOURNEY

When diamonds became more available to the
masses through new discoveries and advances in
mining, the use of diamonds as adornment and a
symbol of sentimentality was still the main motivation
for their purchase.
As we entered the modern age of marketing, say,
75 years ago, the slogan “A diamond is forever” was
the segue to embed the concept of enduring love

into every brain. This idea became the catchphrase
to ignite diamond engagement rings as practically a
necessity for marriage.
Today, the latest challenger to the natural thing is the
unnatural, man-made, factory clone. It is supposed
to be the exact same product as a natural diamond
because it is made of the same substance (carbon) in
duplicated growing conditions (heat and pressure).
This reminds me of Steven Spielberg’s film A.I. The
premise of this futuristic story is of a boy who was
created, by artificial intelligence, to be an identical
copy of a human child who had sadly passed away.
Unfortunately, as perfect a copy as he was, the
parents could not love him because he was missing
one thing: a ‘spirit’, the essence of life.
Ultimately, I feel there is no threat from man-made
diamonds to either natural fancy colour or colourless
diamonds. They simply provide another price choice
for the consumers, another story to tell, another name
to call your jewel.
Yet this is how I view the difference between a manmade and natural diamond: while it is likely that I
could not tell the difference with just my eyes, there
is an intrinsic connection that humans feel to nature.
Everything natural, from diamonds in the ground to
stars in the sky, is connected to us.
Natural diamonds are more valuable, more expensive,
more rare, have a greater provenance and story, and
maybe even some hidden ‘powers’.
When I look at the variety of expressions of natural
colour diamonds, it appears to be infinite, like
the trillions of stars in the sky. We are made of the
same stardust. i
A B O U T THE A U THOR

Alan Bronstein is president of the Natural
Color Diamond Association. He is a respected
industry advisor and speaker.
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CIBJO

Deconstructing the next great
jewellery-consuming generation
JONATHAN KENDALL’S KEY POINTS :
Understanding the consumer preferences of Gen Z is essential to the survival of the diamond and jewellery retail industries
Selling diamond jewellery to Gen Z – whether natural or lab-grown – must emphasise sustainability benefits and authenticity
Gen Z are financially aware and therefore less likely to exceed their budget or purchase on credit
In this report I wish to reiterate how absolutely
critical it is that all of us understand Gen Z
and the implications that this enormous
consumer group holds for our industry and
individual businesses.

images, links relating to accommodation, landmarks
and more having a major effect on holiday choices.
Gen Z books late, usually fewer than three months
before actually going away. For marketers,
consequently, it’s important to note how offers are
pitched. Late deals, room upgrades, bonus tours and
such are likely to win over these Gen Z travellers.

Gen Z is coming to our markets very soon – if it has
not already arrived, in reality. Its members are forecast
to spend a whopping $US143 billion on consumer
goods this year alone. So we had better get them on
our side if we want to enjoy a rosy future.

They are often looking for adventure, or so say one
in every three Gen Zs. They seek local experiences;
authenticity and they love unique things.

In fact, the future success of the jewellery industry
will depend on our understanding their needs and
wants. Get this right and we can all look forward to
strong profitable years. Get it wrong and we could be
destined for the scrap heap – not overnight maybe,
but ultimately.

So, what can we in the jewellery industry learn from
this? Probably the single most important point is the
power of the internet and how we have to use it to
communicate to our customers in a relevant and
modern way.
If we don’t focus on social media, we simply won’t
have a future.

So, what do we really understand about today’s
15–25-year-olds?
Here are some facts to enhance your understanding
into the ways they think, what they do, what they
want and much more. I can’t pretend to cover all
the aspects of this new generation, but my intention
here is to open your minds to the opportunities that
lie ahead.

BUSINESS AND CAREER ASPIRATIONS

Your audience and potential client base can literally
escalate in minutes.
Let’s take the travel industry as an example of a
business sector where the impact has been fast,
occasionally furious, and sometimes devastating.

INTERTWINED WITH SOCIAL MEDIA

Businesses that have been unable to adapt, find

Gen Z loves Instagram, WeChat, WhatsApp and many
more applications. They allow its members to talk
to a global community, like no generation has done
before. They compare products, experiences and
opinions continuously.

themselves being left behind in a very short period

On Instagram alone, users publish over 95 million
posts on a daily basis, and its users click more than
4.2 billion ‘likes’. Just imagine the scale of this
opportunity if your new product meets their
aspirations and desires.
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of time.
Gen Z is the most well-travelled group in history, with
a real passion for seeing the world. Most of their trips
are social media-inspired; which means marketing
to them has to prioritise social media over old style
media, such as travel magazines.
Research suggests that more than 80 per cent of trips
are influenced by social media, with the sharing of

Gen Z really wants to change the world. Around
40 per cent would like to become entrepreneurs,
and about half of these say they want to “invent
something that is revolutionary”.
We all know starting businesses is difficult, so
there’s an opportunity to support budding young
entrepreneurs. Industries and companies should
consider providing social entrepreneurship programs,
which could include mentorships, networking,
community and technical support.
Such ideas would certainly better influence Gen Z’s
perception of any business or brand.
The jewellery industry has a good record for
supporting new designers and craftspeople, having
hosted competitions and sponsorship programs
for many years and giving them valuable experiences

Using less ‘stuff’ is preferable to recycling because it
consumes far fewer resources. It is estimated that
we would save 2.6 billion kg of carbon emissions,
95 billion gallons of water and 204 million kg of waste
if everyone bought one used item instead of an
equivalent new product this year.
Gen Z’s understanding of these facts means that the
resale market will continue to surge.
As an industry, we sit in a really positive place for
reusing. But we need to market this aspect of our
offering in a new way, so this generation will buy our
products enthusiastically.
Reusing should be a strong part of a jeweller’s
offering, feeding into that desire to find ways of
saving the planet. We should be reworking old
jewellery to produce the most exquisite new pieces.

that help them launch their own businesses one day.
However, there is always far more we could do and it’s
clear that these budding entrepreneurs would warm
to even more of these activities.
We need to encourage younger people to excel and,
in so doing, bring into our ranks the new talent that is
vital to a vibrant future.
DEEP CONCERNS FOR THE ENVIRONMENT

The environment – and in particular climate change –
is pegged as Gen Z’s leading issue of concern.
Shopping for second-hand goods makes a lot of
sense for these sustainability-minded, financiallysavvy consumers. One in three members expect
to buy second-hand clothes, shoes or accessories,
which is an increase of 46 per cent from the number
reported in 2017. They are buying and selling
second-hand items on sites such as Poshmark,
Depop, and StockX.
Demand for second-hand products, driven by Gen Z,
is expected to push the resale sector to $US51 billion
by 2023. So, what is the appeal of second-hand?
The answer is simple: it’s considered a sustainable
way to keep up with trends. Climate change looms
in their minds and they want products that reduce
environmental impact.
Almost 70 per cent of this generation considers
sustainability to be an important factor in making
a purchase. Eco-friendly products and brands are
booming, and second-hand goods make sense,
because it involves reusing a product that otherwise
may have been discarded.

This is no longer about cheap-looking second-hand
pawnshops. This is about a proud new marketing
message from leading jewellers, stating that many of
their fabulously designed new products incorporate
second-hand elements.
Additionally, sustainability is at the heart of diamond
businesses such as De Beers, where there is a very
strong belief that it is a requirement for a prosperous
long-term future.

Retailers and businesses should consider
collaborating with vintage brands to create retro
products with a contemporary spin, and be sure to
tell an authentic story. Or, they should seek bona fide
vintage jewellery designs, and offer them at stores
alongside new merchandise.

Businesses across the diamond supply chain should
emphasise these credentials to appeal to Gen Z’s
concern for the environment and the future.

The natural diamond is and will continue to be a
symbol of love – that most authentic of emotions – to
this group. Love is a universal concept as strong today
as ever in history, and humans demand love as much
as needing to give it.

Social impact is very important to members of Gen
Z. They expect businesses to do good things and
support those in need in the local community. You
must walk the talk and support the issues people care
about, with climate change being at the top.

The inherent attributes of natural diamonds – their
uniqueness, authenticity, rarity, and value make
them a perfect gift of love, and more than half of all
diamonds sold today are given to express love and
commitment.

Gen Z craves environmentally friendly products; some
82 per cent of its members are more likely to buy a
product with good environmental credentials.

GENDER AWARE AND GENDER NEUTRAL

What’s more, Nielsen research shows that 77 per
cent are prepared to pay more for environmentally
friendly products. Almost one-third of Gen Zs have
boycotted a company they perceive as guilty of
unsustainable practices.
They want to know who handled the product and
how it was made, meaning the diamond pipeline to
the market must be transparent.
AUTHENTICITY IS BIG

There’s a real interest in dressing retro and with
authenticity. Authenticity is considered cool by about
two-thirds of Gen Z. So the jewellery industry should
keep authenticity at the heart of its product offering.

Gen Z is probably the most gender-aware and
gender-diverse population in human history.
A study by the US Pew Research Centre conducted
this year found that about 35 per cent of Gen Z
individuals polled said that they know someone who
prefers that others use gender-neutral pronouns
when referring to them.
The digital world has opened its eyes to differing
points of view, attitudes and cultures. There is no
‘ideal’ to aspire to – not for hairstyles, dressing,
jewellery or anything. Members of Gen Z don’t want
to be classified. They want to be fluid: one thing
today, and tomorrow, maybe, something different.
Gender-neutral products, campaigns, and
spokespeople are becoming commonplace. MAC
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Gen Z is prepared to splurge but they must see the
purchase as worthwhile. The more added value the
better, and that can come from its environmental
credentials or its social value.

and NYX cosmetics, for example, now incorporate
males in their advertising.
Members of Gen Z celebrate diversity, and are
suspicious of representations of human perfection,
which they consider artificial and inauthentic.

They understand money more than those before
them thanks to the Global Financial Crisis of 2008.
Businesses need to take this economic literacy
seriously, to be trusted and build long-term
relationships, particularly as the members of
Gen Z mature and gain more spending power.

Marketing should appeal to people across the gender
spectrum. Brands like Fluide cosmetics were inspired
by the activism of Gen Z with regards to LGBTQ+
and gender identity issues. Gender-neutral clothing
is also on the rise, with H&M, Skechers, and ASOS all
acknowledging there is no single idea of fashion.

For retailers to appeal to financially savvy Gen Z,
they need to focus on ensuring that their diamond
jewellery has a broad range of price points.

The jewellery industry needs to adapt – take a step
back from pieces ‘for men’ or ‘for women’.
Who will be the first to design a perfect genderneutral ring or necklace, which will be the iconic
piece of the 2020s?
There is huge potential in this category to create
diamond jewellery for everyone; the jewellery
industry needs global iconic pieces for her, him
and them, representing the gender-neutral world
we now live in.
CELEBRATING DIVERSITY AND IMPERFECTION

We need to embrace authenticity and inclusivity
through our marketing, including the models that
we employ. We all need to update our marketing
thinking and collateral.
Gen Z celebrates individuality and wants to engage
in visual media as varied and diverse as the modern
world; six out of 10 of its members say that they like
seeing ads that show diverse families.
They want to see people who look like them and
their friends and want to see advertising that features
real people in real situations.
Therefore, jewellery advertising should celebrate
diversity in all its forms: use models of different sizes,
of different colours, with different physical features,
different ages and wearing different clothes. The
more you reflect the melting pot of life, the better.
And the models do not need to be perfect. Indeed,
perfection is considered to be artificial.
‘FRIENDLY’ BRAND NAMES AND PERSONAE

More and more companies are using humansounding brand names to appeal to Gen Z.
Ollie is a fresh dog food delivery company, Billie a
personal care brand, and Casper a sleeping product
brand. These sound more like friends than most
classic brands.
Gen Z has little interest in the aspirational marketing
of the past, rather preferring brands that are
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authentic, relatable and have a purpose. Its members
seem to like brands that reflect their own personality.

They may also make more use of second-hand stones
in their designs, or focus on designs where smaller
diamonds are used in such a way as to give an
impression of being larger.
AND FINALLY…

In advertising, they want to see real life, and on social
media they often prefer ‘normal’ rather than ‘famous’.
Brands need to stand for something; their intentions
must be real. Given these factors, word-of-mouth is
important – and reviews even more so.

If you really want to keep up with this ever-changing
world it might be best to have a 20 year old as a ‘Gen
Z mentor’. In today’s disruptive environment, turning
mentoring upside down might be the one way to
keep your finger on the market’s pulse.

Gen Z likes recommendations from people they
trust, especially friends. Some luxury brands are
using pop-up stores to build brand familiarity and
increase word-of-mouth marketing opportunities.
Experimental retail is also a great tactic, as people will
talk about what they’ve seen and experienced.

Social media is now the heart of marketing, and the
whole industry needs to wake up to this fact. Retailers
need to work harder than ever to be seen and heard.
One suggestion is to employ students on a part-time
basis to devise and deliver your brands, products and
promises in the digital world. We all need to move on
mentally when it comes to marketing today and in
the future.

More than 80 per cent of Gen Z customers read
reviews before they purchase products, especially
Gen Z women, where some 21 per cent read more
than 10 reviews before buying.
So, an opportunity exists here for the jewellery
industry, since it’s often entwined with life’s
milestones, such as graduation and marriage –
times during which people share their experiences
with friends, family and followers.
With genuine opinions from the very people with
whom your customers identify, you can build trust in
your business very quickly.
THEY ARE FINANCIALLY SAVVY

Gen Z loves luxury as much as previous generations,
but they are wary of buying on credit, having seen
the disastrous impact this had on their parents.
So, don’t think that offering financing deals is the
answer to boosting sales. They are more likely to save
for their next piece of jewellery rather than buying
on credit.

And for the umpteenth time, do not discount the
impact of climate change. It is quite rightly Gen Z’s
greatest concern. It is also an area where CIBJO can
help, as we have since 2011 when we launched our
Greenhouse Gas Initiative.
In the coming years, we will see a new natural
diamond brand concept developing; one that is
environmentally and personally friendly and familiar,
diverse, open, and relaxed. ‘Charlie’, as an example, is a
great name for a diamond jewellery brand.
These new brands will have friendly characteristics, be
very approachable, and far less stiff and stereotypical.
Watch this space. i
A B O U T THE A U TH OR

Jonathan Kendall is vice-president of
CIBJO and president of De Beers Group
Industry Services.

RETAIL SPECIALIST

The consumer conundrum: ‘Should I
buy a lab-grown or natural diamond?’
JIMMY DEGROOT ’S KEY POINTS :
The first question jewellers should ask a customer is, ‘What is important to you in purchasing a diamond?’
Retailers should tailor their sales approach based on the customer’s answer and their attitude to lab-grown diamonds
Lab-grown and natural diamonds appeal to different types of customers as they offer different benefits
Jewellers need to take the lab-grown diamond
market potential seriously. I’m not saying
everyone must dive in with both feet selling labgrown diamonds – and there is a great range of
opinions on the subject.

THE SALES SCENARIO

With more and more shoppers seeking lab-grown
diamonds, it’s important for retailers to know how to
respond – and how to secure the sale.
While it may sound extreme, some US retailers are
exclusively selling lab-grown stones with no natural
diamonds whatsoever.

But as a jewellery store training specialist, I’ve had
many conversations with jewellers on both sides of
the issue, as well as many in the middle.

De Beers’ Lightbox Jewelry – previously an
e-commerce business – is also undertaking a bricksand-mortar trial with two high-profile US retailers.

Typically customers fall into one of three categories
regarding these diamonds: the customer didn’t
know about lab-grown diamonds until the jeweller
brought it to the customer’s attention, the customer
was aware of them through advertising or social
media, or the customer had done research and was
adamant about buying lab-grown.
The first of these customers is typically delighted at
the cost difference between natural and lab-grown
diamonds, which allows them to purchase a larger
diamond with the same budget.
It’s easy to understand the benefits, and when
sticking to their budget is a high priority, they will
likely opt for the lab-grown diamond.
The most important question for any jeweller
to ask a customer is, ‘What’s important to you in
purchasing a diamond?’
Their answer will reveal their true desire and the
jeweller can then deliver a product and service to
match the customer’s requirement.
If the customer is aware of the lab-grown product
– but hasn’t done further research – they will
have many questions for the jeweller.
This is good and an important conversation because
it provides the jeweller with the opportunity to
create trust, value and a relationship with the

Consumers are increasingly becoming aware of
lab-grown diamonds from blogs, social media and
advertising, and the number of consumers who
are passionate about the product is also increasing.
Retailers would be wise to take notice.
customer. How the jeweller handles this customer is
key to sales success.
Integrity is key in this conversation. The jeweller
should educate the customer, as much as possible,
as to the future value, trade-in potential, and
production processes of lab-grown diamonds.
It’s important, when speaking with this customer,
not to guess or speculate on the future of lab-grown
diamonds, which is ambiguous.
For the customer who is adamant about buying a
lab-grown diamond, the sales conversation should
be straightforward – yet I would still advise retailers
to practise full disclosure regarding the future value
of the diamond.
Again, asking the question, ‘What’s important to
you in purchasing a diamond?’ will confirm the
customer’s desires and priorities, as well as give the
jeweller a comfortable lead-in to the sale.

For retailers who have recently started stocking labgrown diamonds – or who are considering doing so
– here are some sales scenarios:
You respond: “I don’t sell lab-grown diamonds”
– If a jeweller asks the key question mentioned
previously – ’What’s important to you?’ – they can
steer the conversation towards how the benefits of
a natural diamond match the customer’s desire.
If the customer wants a ‘big rock’ for the lowest price
possible, and the jeweller does not stock lab-grown
diamonds, an ‘off-make’ diamond may be the only
option. In that situation, the argument of ‘future
value’ does not carry the same weight.
Some jewellers may be afraid of the changing
diamond market. The sentiment generally sounds
like this: ‘We don’t know what the value will be in
three years, so how can we give guarantees, tradeins or buy-backs?’
It’s a very good question – and there’s just cause for
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trepidation. It seems more lab-grown suppliers
and retailers are popping up monthly and we
know, based on other items such as televisions,
computers and smartphones, that the more
ubiquitous the supply, the lower the prices.
Nevertheless, once a customer knows about
the benefit of a lab-grown diamond – a larger
diamond that looks beautiful and has a lower price
point – that option becomes very enticing.
The instant gratification of the purchase and
excitement of the moment will most likely prevail
over their other considerations, such as the future
value of the diamond.
You respond: “I offer both natural and labgrown diamonds – what are you looking for in
a stone?” – This is the camp within which I find
an increasing number of jewellers. Some show
their natural products first and ‘hide’ the lab-grown
diamonds under the counter until the customer
asks for them; others display natural and lab-grown
diamonds next to each other.
Most members of the ‘both’ group don’t maintain a
large stock level of lab-grown diamonds but they
do occasionally mention them in advertising and
marketing materials.
Often the customer who visits the store
specifically asking about lab-grown diamonds
ends up purchasing one. If there are no lab-grown
diamonds in stock, the customer goes elsewhere
– they do not consider a natural diamond as
an alternative because they are attracted to the
specific attributes of a lab-grown stone.
If the jeweller has developed a relationship with
the customer, that opens the door to order
diamonds on memo/consignment.
The customer relationship and, again, asking
the question – ‘What matters to you?’ – are key;
without these elements, retailers are dealing at a
transactional level rather than a relational level,
making sales success less likely.
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THE COMPLEX QUESTION OF ‘VALUE’

Often, jewellers are asked questions about buyback or future trade-in of lab-grown diamonds and
their answer has to be: the future is unknown. It is
an evolving technology, so at this time jewellers
may decide not to offer buy-back or guarantee
trade-in value for lab-grown diamonds.
For the most part, customers willingly agree to
those terms, because they want to buy a beautiful
piece of jewellery for their loved one. The purchase
is purely emotional, not based on a future value

or investment. Just like with natural diamonds,
customers fall in love with lab-grown diamonds in
the moment.
The thought of returning the jewellery in the
future – or the relationship with their loved one
ending – is the furthest thing from their mind.
Additionally, when it comes right down to it, at
what price would most jewellers offer to buy back
a natural diamond sold to the customer eight years
ago? In general, jewellers offer a similar trade-in
value to the purchase price – if the customer
agrees to buy a significantly larger stone.
As an outright purchase, however, jewellers usually
offer cents on the dollar. When we look at it this
way, we are truly comparing apples to apples.
Some have argued that the lower price point
or ‘lack of resale value’ precludes lab-grown
diamonds from the engagement ring category.
Yet for a jeweller to determine the unsuitability of
any gemstone for use in an engagement ring is
short-sighted and shows a lack of attention to the
customer’s desires.
I’ve seen engagement rings set with opals,
iolite and even citrine, because that was what
the customer wanted. In the end, a jeweller is a
businessperson; they are in business to make a
profit. Supplying customers with what they want
provides that profit.
Some customers are adamant about wanting
natural diamonds in every piece, from fashion
jewellery to their engagement ring, and they
will happily pay the higher price natural
diamonds command.
Others strictly want fashion jewellery pieces that
are more affordable. Give it to them!
Finally, if a customer requests a specific stone
for any reason – be it environmental, cost or
another factor – a jeweller that values life-long
customers would do well to provide them with
what they want.
It’s wise for jewellers to consider how they can
offer customers exactly what they’re after, enjoy a
healthy margin and keep them from purchasing
elsewhere. Think about it. i
A B O U T THE AU THOR

Jimmy DeGroot is a jewellery retail training
specialist and speaker. He shares his sales and
marketing techniques, developed over 20
years, at jewelrystoretraining.com.

Making the right diamond choice
LEARN TO ARTICULATE THE DIFFERENCES AND BENEFITS OF BOTH NATURAL
AND MAN-MADE STONES TO FIND THE BEST FIT FOR YOUR CUSTOMER

Natural Diamonds
Shared Traits

Lab-Grown Diamonds

Both have a hardness of 10 on Mohs’ scale and are chemically diamond, with a diamond’s brilliance and sparkle
Both will last forever and retain their sentimental value as a family heirloom

Generally retain value and have resale value

Low price per carat

•

•

The price per carat of colourless (‘white’) diamonds and fancy colour
diamonds – particularly pink – has increased over time and retailers
are generally willing to buy-back or trade-in natural diamonds

Lab-grown diamonds cost less to produce, and those savings get
passed along to the consumer. In general, lab-grown diamonds are
priced 20–40 per cent lower than natural diamonds ^

Each one is unique

Consistent quality

•

•

No two diamonds are exactly alike and each one features unique
inclusions and other qualities

Manufacturing diamonds ‘from scratch’ means factors affecting quality
can be controlled and more high-quality diamonds can be produced

Rare – and getting rarer

Large quantities available

•

•

Existing mines are closing and miners have struggled to locate new
sites, adding to their rarity and preciousness

Diamonds can be ‘made to order’ and supplies are, theoretically,
unlimited, keeping prices low and ensuring availability

Fancy colours are incredibly special

Fancy colours are affordable

•

Natural fancy colour diamonds account for a tiny percentage of all
diamonds mined

•

•

Natural pink diamonds cannot be truly synthesised as the cause of
their colour can’t be replicated in a factory; they are unique

Lab-grown blue, pink and yellow diamonds are priced at a fraction of
the cost of natural fancy colour diamonds, making them accessible to
consumers with a smaller budget

Generate less carbon emissions than synthetic
diamonds and miners mitigate environmental damage

Use less water and cause less animal habitat damage
than mined diamonds

•

Mined diamonds produce 69 per cent less carbon emissions per carat
than synthetic diamonds*

•

Lab-grown diamond factories do not have the same land or water
requirements as diamond mines

•

The top seven diamond producing countries protect more land than
they use through conservation programs*

•

Some lab-grown diamond manufacturers are certified carbon neutral
and some factories are powered by 100 per cent renewable energy

Generate socioeconomic benefits in developing nations

Little risk of worker exploitation

•

Mines are largely located in developing nations – particularly in Africa
– providing a stable and higher-than-average income for local people

•

•

The top seven diamond producing companies contribute $US16 billion
annually to local communities including direct employment, purchase
of goods and services, and funding of social programs*

Some lab-grown diamond factories are located in developed nations
including the US, UK and Singapore, which have strong labour laws
and protections

•

Other factories in India and China provide stable income to local people

•

Diamonds go through fewer ‘hands’ during processing, meaning the
supply chain is easier to trace and exploitation is less likely

•

Consumers can purchase diamonds mined in developed nations,
including Australia and Canada, which have strong labour protections

The result of billions of years of natural processes

The result of innovation and cutting-edge technology

•

•

They are a miracle of nature only found in certain areas, and that gives
them an undeniable romance. They are mined, cut, polished, and sold
in multiple different countries, so each one has a fascinating story

Brought to you by Jeweller

Human beings have found a way to mimic nature to an almost
imperceptible degree, after decades of research and scientific
setbacks. They are a triumph of engineering and perseverance

^ Paul Zimnisky, ‘2018: The Year of the Lab-created Diamond’, 26 November 2018. www.paulzimnisky.com/the-year-of-the-lab-created-diamond.
* Trucost (S&P Global), The Socio-economic and Environmental Impact of Large Scale Diamond Mining, 2019. Commissioned by Diamond Producers Association. www.diamondproducers.com.
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