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Congress in New York

Continued from Page 1

deceived. Absolute transparency is essential, at every link along the distribution chain. Ideally, it should be the law that deals with most if not all of the various reputational risks that I have outlined, but unfortunately it does not, nor is it ever likely to provide a comprehensive solution. But an antidote that has become more widely used of late is that of self-regulation, backed by a code of business ethics that is agreed upon within the industry.” 
“But can a code of business ethics be enforced?” Blom asked. “It all comes down to the ability on the part of the body promulgating it to enact sanctions against those to do not live by the code. In certain cases this is clearly possible.

“In this respect the trade organizations are not without teeth,” he continued. “The World Federation of Diamond Bourses included among its bylaws clear guidelines for many of the issues brought up today. The more than 10,000 diamantaires who belong to its member diamond exchanges could be sanctioned if they violate their own bourse’s rules, which must comply with the general framework created by the WFDB.”
In a resolution passed by the WFDB General Assembly relating to synthetic diamonds (see full text of resolution on page 5), the WFDB resolved to cooperate with trade associations and companies formulating a common standard of disclosures and nomenclature for synthetic diamonds. The resolution also called upon laboratories to refrain from issuing certificates for synthetic diamonds.

In its resolution concerning HPHT-treated diamonds (see full text of resolution on page 5), the WFDB acknowledged progress made by the leading trade laboratories in the matter of certification of HPHT-treated diamonds. Still the resolution called on the trade laboratories to introduce a format for such certificates that draws attention to the fact that the diamond is HPHT treated, so that it is “clearly evident at first glance.”

The congress returned to the issue of conflict diamonds in a joint resolution passed by the general assemblies of both the WFDB and the International Diamond Manufacturers Association (see full text of resolution on page 5). Urging their members to fully enact and implement the Kimberley Process Certification Scheme (KPCS), the two organizations specifically called on diamantaires to company with voluntary system of warrantees and guarantees. “Each organization is urged to pro-actively ensure their members include on each invoice or memo for diamonds or jewelry containing diamonds a warranty that they have been traded in a manner consistent with UN resolutions, the Kimberley Process, and the system of warranties,” the resolution stated.

O

ther subjects debated at length during the congress were the effects on the diamond trade of the Diamond Trading Company’s Supplier of Choice policy, and means of expanding and strengthening the standing and influence of the WFDB in the international diamond and jewelry sectors.

WFDB President Schnitzer reported on discussions conducted between the WFDB and the DTC, and noted that in 2003 and 2004 the DTC had complied with its commitment to supply up to $500 million per annum to the secondary rough diamond market through its Diamdel rough dealerships, and in fact exceeded the amount. The WFDB agreed to continue to monitor the situation in the market, and to maintain the dialogue with De Beers and other rough diamond producers.

“The subject of Supplier of Choice is critical to us,” he said. “Many of us are not sightholders, and therefore require supply from the secondary market. Therefore I view the DTC commitment as a significant achievement. And this is not simply a matter of words; it is expressed in action.” 
“I ask myself, had we not chosen the path of ongoing dialogue but opted for head-on confrontation, would we have succeeded in reaching this result?” the WFDB president stated. “In all our meetings with the DTC executives, we raised the issue of wholesalers and middlemen in different markets who are not associated directly with sightholders and the Supplier of Choice scheme. The task at hand here is more difficult than ensuring rough supply to the secondary market, but both sides are investing sincere effort in resolving this issue, as well.”
Regarding the expansion and consolidation of the WFDB’s role in the diamond and jewelry markets, the General Assembly agreed to develop a WFDB trademark, which could be used by the more than 10,000 diamantaires that are members of WFDB-member bourses, and will attest to their commitment to the high ethical standards and rules of conduct that are required by the federation (see full text of resolution on page 5). The WFDB will act to promote recognition of its trademark, and consequently the standing of members of affiliated bourses in their respective communities.

Also as part of its efforts to involve the WFDB in the expansion of the diamond trade, the congress agreed to conduct talks with the U.S.-based JCK group to organize an annual trade show specifically for the loose diamond and colored gemstone trade, preferably in New York, but barring that at any other international location (see full text of resolution on page 5).

Significantly, the congress of New York saw two new bourses joining the WFDB for the first time, expanding the federation’s involvement into new markets, and reinforcing its position as the largest and most important representative organization in the diamond industry. They are the Shanghai Diamond Exchange, which will become the first WFDB-affiliated bourse in mainland China, and the Dubai Diamond Exchange, which will become the first WFDB-affiliated bourse in the Arab world.

I

n the vote for WFDB president, Schnitzer was nominated along with Jacob Banda, the president of the Diamond Dealers Club, and Derek Parsons, the president of the Diamond Bourse of Southeast United States. Both Banda and Parsons withdrew their candidacies before the vote.

Most of the WFDB previous executive committee were also returned to office. They include Ernest Blom, president of the Diamond Dealers Club of South Africa, who was re-elected vice president; Michael H. Vaughan of the Antwerpsche Diamantkring, who was re-elected secretary-general; Dieter Hahn of the Diamant und Edelsteinbörse Idar-Oberstein, who re-elected treasurer-general; Jacob Banda, the president of the Diamond Dealers Club; Julien Drijbooms, the president of the Vrije Diamanthandel; Freddy Hager, the president of the London Diamond Bourse and Club; Lawrence Ma, the chairman of the Diamond Federation of Hong Kong, and Sergey Oulin, the chairman of the Diamond Chamber of Russia. Joining the executive committee for the first time was Anoop Mehta, the president of the Bharat Diamond Bourse in Mumbai, India. Hager was re-appointed WFDB deputy treasurer-general, and Rony Unterman was appointed deputy secretary general.

The forthcoming Presidents Meeting will take place in Mumbai, India, in 2005, and the Presidents Meeting in 2007 will take place in Amsterdam, Holland. The venue of the 32nd World Diamond Congress in 2006 will be decided by the WFDB president and will be announced at a later date.

WORLD DIAMOND CONGRESS
Resolutions passed by the WFDB General Assembly

at the 31st World Diamond Congress in New York

RESOLUTION
HPHT

The WFDB acknowledges the progress made by the leading trade laboratories in the matter of certification of HPHT-treated diamonds.

The WFDB calls upon all the trade laboratories to introduce a format for such certificates wherein the fact that the diamond is HPHT treated shall be unambiguous and clearly evident at first glance.

RESOLUTION
SYNTHETICS

The WFDB resolves to cooperate fully with any other internationally recognized trade associations and companies to formulate a common standard of disclosures and nomenclature for synthetic diamonds.

Furthermore, the WFDB calls upon all the laboratories to refrain from issuing grading reports for synthetic diamonds. This should be clear and unequivocal so that the consumers are fully aware of, and confident in, the nature of the product they are purchasing.

RESOLUTION
TRADEMARK

The WFDB agrees to adopt a WFDB mark of integrity to be known and registered as the “WFDB Mark.”

This trademark is to be created as a proactive world-wide tool for the protection and advancement of its stakeholders, thereby protecting the interests of the affiliated bourses and their members, promoting the interests of people all over the world who earn their livelihood in the diamond trade.

RESOLUTION
DIAMOND SHOW

The WFDB resolves to talk to JCK to organize, on an annual basis, a trade show which would be held as a preference in New York or any other suitable international location. The show would specifically be intended for diamonds and colored gemstones.

JOINT RESOLUTION
KIMBERLEY PROCESS

The International Diamond Manufacturers Association (IDMA) and World Federation of Diamond Bourses (WFDB) re-confirm their commitment to end any use of rough diamonds for the purpose of funding conflict in Africa. By forming together in 2000 the World Diamond Council, IDMA and WFDB worked closely with governments and civil society to formulate the Kimberley Process not only to contribute to the end of conflicts by preventing so-called conflict diamonds from entering the legitimate trade, but also to contribute to effective conflict prevention. 

Diamonds make an enormous contribution to the economic development and prosperity of the nations that produce, cut, manufacture and design diamonds and diamond jewelry. Our endorsement of the Kimberley Process and the supporting system of warranties has contributed to the achievement of the main goals of the Kimberley Process. We will continue to remain vigilant so that rough diamonds are never again used to fuel war. 

Consistent with the undertakings expressed by the World Diamond Council at the Kimberley Process Plenary meeting in October 2001 in Luanda, Angola, the Joint Resolution of IDMA and WFDB passed at the World Diamond Congress in London in October 2002, and consistent with previously enacted individual resolutions adopted by all member organizations of the WFDB and IDMA, it is hereby resolved that WFDB and IDMA strenuously urge its members to continue to fully enact and implement the Kimberley Process Certification Scheme (KPCS) and its supporting system of warranties. 

1. Each member is urged to continue to educate themselves and other members of the industry in the implementation and enactment of the KPCS and the supporting system of warranties. 

2. Each organization is urged to pro-actively ensure that their members seek from their suppliers specific warranties on any invoice or memo accompanying diamonds or jewelry containing diamonds that the diamonds are traded in a manner consistent with UN resolutions, the Kimberley Process and the system of warranties.

3. Each organization is urged to pro-actively ensure their members include on each invoice or memo for diamonds or jewelry containing diamonds a warranty that they have been traded in a manner consistent with UN resolutions, the Kimberley Process, and the system of warranties.

4. Each company is urged to periodically review their individual business records of incoming and outgoing warranties for the purpose of ensuring the use of warranties for all goods traded.

IDMA and WFDB call upon all other sectors of the diamond trade, including jewelry manufacturing and retail sectors to fully participate in efforts to educate their members on the system of warranties and to fully participate in the efforts of the World Diamond Congress to implement the obligations of the Kimberly Process and the system of warranties.

WORLD DIAMOND CONGRESS
Moving forward with the decisions

taken at the World Diamond Congress

By Michael Vaughan

WFDB Secretary-General

T

he WFDB’s working sessions at the 31st World Diamond Congress proved to be informative and challenging, with a lively and constructive debate on all the major issues that formed the Agenda.

The congress concluded with four WFDB resolutions and one joint resolution with the International Diamond Manufacturers Association (IDMA).  You should by now have had ample opportunity to read the resolutions forwarded to your bourse, so that they should have been posted on your notice board. The resolution on HPHT- treated diamonds requires your active participation by ensuring that your local gemological laboratories issue certificates which are “unambiguous” and “clear at first glance.”
Our resolution on “synthetics,” which is a subject very much in the news today, has requested in the strongest possible terms, that gemological laboratories refrain from issuing grading reports for synthetic diamonds.  Since our congress, a German court has ruled that the term “cultured diamonds” may not be used and that in each case the word “synthetic” or “artificial” must precede the word diamond when referring to man-made diamonds.  It is envisaged that this ruling, which has taken place within the EU, will have far-reaching effects, not only within the EU but beyond.

A

nother important resolution, was to hold on an annual basis a diamond show, which preferably should take place in New York or another suitable international location.  This show, aimed at the members of the 25 affiliated bourses world-wide, would specifically cater for loose diamonds and colored gemstones and it would give you the occasion to meet other members in order to develop and enhance business contacts. It continues to be our aim to pay special attention to the medium and small dealers and manufacturers as they form the foundation of our industry.

A Strategic Plan was introduced at Congress by our president, Shmuel Schnitzer, to protect and help develop the business dealings of all our members and to be known as the WFDB Mark of Integrity.  We are in addition in the process of creating a new logo, which will be used with the WFDB Mark and should be available within the near future.

As soon as the new logo has been finalized with the launch of the WFDB Mark, you will be able to place the logo on your letter-headed paper, providing you with an additional business ethical assurance to those with whom you are involved in your business dealings.

This article also gives me the opportunity to welcome and congratulate both the Dubai Diamond Exchange and Shanghai Diamond Exchange on being accepted as members of the WFDB. I know that I can count on their co-operation, as with the other 23 bourses that have shown their commitment and enthusiasm in helping me tackle the various issues confronting our industry.

Information is always available for you to read on the various issues confronting our industry. To be fully informed and updated with the latest news, you should receive information directly to a World Federation email address.  It is for that purpose that we have created the opportunity for each member to have their own personal email address @worldfed.com.  This e-mail address is free of charge and can be obtained by asking your bourse for the relevant forms for completion. 

PROMOTION & COMMUNICATIONS
Coordinated communications campaign

hones WFDB’s ‘public persona’

By Ernest Blom

WFDB Vice President & Promotions Committee Chairman

I

n the modern business environment, the following has become a fact of life: “It is not enough to simply be good; one needs others to see you as being good.” This truism is something that has guided the World Federation of Diamond Bourses (WFDB) for more than three years.

In an age when issues like conflict diamonds, HPHT treatments and synthetics find their ways onto the pages, television screens and radio waves of the general press, the role played by a representative organization like the WFDB is critical. For good reason, we claim to be operating in a moral and progressive industry, and we can present the facts to back it up. But, to be able to put forward our case effectively, we have to develop a public persona, spreading the word both within our community and also outside of it. And, if we do not, we leave the stage to others, who will pursue their own agendas—often at our expense.

Fortunately, with the tools that we have at our disposal today, it is possible to create an effective communications package that only several years ago would have cost many times the amount, and, therefore, would have been considered only by organizations larger and more affluent than the WFDB. We are referring, of course, to digital communication and the Internet, and the ability they have provided us to distribute large amounts of information to a targeted audience, with relatively little investment.

This newfound ability was already apparent when, more than three years ago, when the WFDB Promotions Committee began the task of creating a proper public relations infrastructure. I believe that we can be proud about where we have got to today.

T

ake the most recent World Diamond Congress, for instance. In the weeks leading up to the event, both bourse members—through their own diamond exchanges—should have received a copy of first a WFDB News Update and then a WFDB Newsletter, which outlined the subjects that would be discussed in New York, including a detailed agenda. The same documents were distributed to the international trade press, which used portions of them in their magazines and on their news websites. During the same period, a number of press releases previewing the congress were distributed, and these were republished in much of the trade press.

At the congress itself, a press release was prepared and distributed worldwide, together with photographs, after the first day of formal sessions, and another—which essentially included the final statement—was prepared and distributed on the last day of the event. A glossy commemorative brochure was distributed to all participants when they entered the gala dinner at the United Nations on the evening of October 19. At the final press conference, held on the last day of the conference, the journalists in attendance were given a press kit on CD-ROM, containing background material about the WFDB and the World Diamond Congress, biographies and photographs of the membership of the WFDB Executive Committee, speeches and presentations delivered at the event, and a selection of high-resolution photographs from the previous four days. Another full set of hundreds of photographs is being made available to members of the press, free of charge, upon request. 

The same press kit has being reproduced and is being distributed to all the WFDB member bourses, and in the week after the congress, the files on the press kit CD-ROM were placed on the website of our communications consultants, MarketDirect Business Communications, for downloading by FTP by those journalists who were not present in New York. 

I believe that we can safely say that, from a public relations and communications perspective, no event previously conducted by the WFDB had been so carefully prepared for.

H

ow do we operate on a regular basis? Professional services are provided by MarketDirect Business Communications, which is an Israel-based company owned by Steven Benson and Ya’akov Almor, which specializes in providing such facilities to the diamond, colored gemstone and jewelry industries. In addition to preparing and distributing most of what we release, they also provide us with products that they have developed, such as their distribution database and use of their FTP facility.

Originally our intention was to communicate with our members through the WFDB Newsletter, the first edition of which was sent out in April 2001. In time, and with a fair degree of fine-tuning, this has come to be recognized as the primary communications tool of the WFDB, and indeed has come to be used by third parties, like the Diamond Trading Company, to communicate with the members of our affiliated bourses. Today it is also released to a general audience.

It was then felt that a more streamlined version of the WFDB Newsletter was required, which could periodically deal with a single issue, or a number of briefer issues. So was developed the WFDB News Update, which first distributed in March 2003.

In contrast to the common perception that an organization like the WFDB should send out a monthly press release, the WFDB sends out releases “as the news is made.” Consequently, the frequency of the releases dispatched differs from month to month.

Reactive press releases, when dealing with a newsworthy subject, can generate a good deal of news coverage. For example—after a statement made by Des Cavanagh, who was then the managing director of Diamdel Worldwide, in an interview with the HRD’s bimonthly Antwerp Facets and in which it was suggested that the secondary market would not be supplied the amount of rough goods that the DTC pledged earlier, we were quick to react publicly. Comments made by our president Shmuel Schnitzer were widely published worldwide, and these no doubt contributed to a settling of the issue and also to the visible enhancement of the WFDB’s status as an advocate of the industry.

MarketDirect takes care of the distribution of the WFDB Newsletters, WFDB News Updates and press releases, both to the WFDB membership as well as to the trade press and a wider audience. The first audience that is contacted is the more than 10,000 diamantaires who are members of WFDB-affiliated bourses. All dispatches are e-mailed to the WFDB secretariat, as well as to the e-mail addresses of each WFDB affiliated bourse, so they can distribute, and/or publicly display the information to their own members.

It should be noted that some bourses, in order to assure that their members can absorb the information we provide, make the effort and translate our Newsletters and Updates into their own languages, such as Russian and Japanese. 

The MarketDirect database allows us to distribute all our communiqués to some 600 addresses worldwide—250 of them belonging to the trade press, other journalists covering the jewelry industry and communication departments of industry organizations; and 350 belonging to trade organizations and gemological institutes worldwide.

As regards the readership of the trade press publications, these vary, but the results are impressive. Typically a single trade publication is read by two or more individuals. This means that a communiqué that is picked up by the trade press reaches literally tens of thousands of members of the jewelry business. This is the way we build our public persona.

MARKETING STRATEGY
Congress agrees to develop WFDB trademark,

and to update the official WFDB logo

A

 hallmark decision of the 31st World Diamond Congress in New York involved the agreement of the WFDB General Assembly to adopt a WFDB mark of integrity, which will be known and registered as the “WFDB Mark.” According to the resolution, “it would be created as a proactive worldwide tool for the protection and advancement of its stakeholders, thereby protecting the interests of the affiliated bourses and their members, promoting the interests of people all over the world who earn their livelihood in the diamond trade.”

In a presentation delivered at the congress, WFDB President Shmuel Schnitzer noted that the WFDB to date has pursued its stated mission “to protect the interests of the affiliated bourses and their individual members” by encouraging the establishment of diamond exchanges and affiliating them, in all centers where diamonds are actively traded. For the first 57 years of the WFDB’s existence it is a strategy that proved itself to be successful. But today, for the first time in its history, the industry is facing challenges to the integrity the diamond business and the diamond itself, which represent fundamental threats to the very existence of the diamond trade. These include conflict diamonds, money laundering, treated and synthetic diamonds, to name but a few.

It is in light of these threats, the WFDB president said, it is imperative that the federation re-examine the ways in which it gives added meaning to the organization’s fundamental task. And to do so, it should look at what is happening elsewhere in the trade, where companies are developing individual and corporate ethical guidelines. These guidelines have become a sort of quality mark, which indicate that the bearers, as well as their products, are trustworthy and reliable.

The WFDB is probably the first and oldest industry organization that has internationally agreed-to standards of ethics and rules of conduct, Schnitzer noted, and these are well-known in the trade. The WFDB now faces the challenge of making the ethical codes that it enforces known to the public by creating a quality mark.

The creation of a trademark could well be the first stage in a process by which the WFDB develops into a body that accredits standards. This will be discussed further in the future.

In a related development, the Promotions Committee of the WFDB has recommended that the logo of the organization be refurbished, so that it is more in tune with the business environment of the 21st century. The process of developing new designs has been put into motion.

As a first step it was decided to relinquish use of the French and Dutch version of the World Federation of Diamond Bourses’ name. In the modern world, it was agreed unanimously, English is the lingua franca.

CONSUMER CONFIDENCE
Dealing with synthetics and treated diamonds:

Japan as a case study

Consumer confidence, and specifically the need of the diamond trade to support the natural diamonds in the face of the influx of both HPHT-treated and synthetic stones, stood at the center of the World Federation of Diamond Bourses’ deliberations at the 31st World Diamond Congress. 

The following article is adapted from an address delivered to the congress by Michio Iwasaki, of the Tokyo Diamond Exchange, which outlined the efforts being made in Japan to face the challenges posed to the diamond trade by synthetic and HPHT treated stones.

T

he article featuring “New Diamond Age” which was published last fall in Wired magazine shocked the Japanese industry not a little. Synthetic diamonds have been visible in the Japanese market for several years already, but they are believed to be small in numbers. Most of them are yellow, but we believe that the distribution of pink and blue varieties began recently.

Laboratories have reported that they have detected a number of synthetic diamond that were submitted for grading. Most of them were synthetics made with the HPHT flux method. Synthetics created by CVD are yet to be seen in Japan.

It is not well known that the large Japanese corporation, Sumitomo Electric Industries, Ltd., is the firm producing the synthetic diamonds now being sold by Chatham of the United States. Sumitomo has a long standing history as a producer of industrial diamonds, and was successful in creating gem-quality synthetics several years ago.

Currently, Sumitomo is capable of producing gem-quality synthetics of up to three carats in the rough. Furthermore, the company is freely capable of producing pink, blue, yellow, green and even colorless crystals in large quantities, by treating pre-assorted type I and type II synthetic diamonds with irradiation and HPHT.

T

hough HPHT-treated diamonds processed by General Electric Co.—named “GE POL” and “Bellataire” have been in distribution in Japan since 1999, we don’t see them as trouble makers in the market, since the companies involved disclose the necessary information by laser inscription. There are other HPHT-treated diamonds in the market, such as the one named “Apple Green,” which turned stones with a brown color to neon green.

However, we are on the lookout for the influx of undisclosed diamonds, which we believe began to infiltrate the market in 2003. According to the Japan-based Association of Gemological Laboratories, to date more than 20 colorless, pink, and blue diamonds without any laser inscriptions on the girdles have been  identified as HPHT treated diamonds. They were submitted as natural diamonds for grading reports.

The number of diamond grading reports issued in Japan last year exceeded 500,000. In Japan, a grading report is sometimes required for a 10-point diamond. 

I

n order to maintain the consumer trust in us, the Tokyo Diamond Exchange has devised a series of concepts, which have been passed on to consumers, the industry and the mass media, in cooperation with the Japan Jewellery Association and the Association of Gemological Laboratories (AGL). We try to keep our consumers reminded of the wonderful features of natural diamonds such as “romance”, “elegance”, and “joy of possession.” While we stress that these can only be provided by natural diamonds, we leave the choice between natural, synthetic and HPHT-treated diamonds up to the consumers.

Among the industry participants, we advocate the disclosure of proper information of synthetic and HPHT-treated diamonds, and the establishment of proper business ethics. We demand everyone in the industry, regardless of domestic or overseas, abide by the rules of WFDB, which says: “Never close the deal without disclosing information. If, after the deal was closed, a diamond is found to be treated, accept the return of the diamond on demand and pay the money back to the buyer.”

With our motto being “not to distribute any questionable diamonds,” we have been helping AGL gather data that will improve their ability to identify synthetic and HPHT-treated stones, by lending samples to them and conducting experiments in HPHT treatment. As a result, as of September of this year, all the 27 labs that are members of AGL are capable of identifying type I and type II diamonds, and as a result they can completely single out synthetic and HPHT treated diamonds.

Also, starting in September of this year, we have made it mandatory to indicate “color origin” in the grading report of colorless diamonds. In case of colored diamonds, we have been practicing this since January of this year. 

We also have appealed to the mass media to inform consumers of the existence of synthetic and HPHT treated diamonds, as well as about the importance of speedy disclosure, and to remind everyone concerned that they should be able to distinguish between natural and those synthetic diamonds.

Because of our efforts, synthetics and HPHT-treated diamonds no longer generate the same feelings of fear. I believe that we will continue to do our best in keeping the trust of consumers, so that diamonds are really forever and ever.

SUPPLIER OF CHOICE
Efficient channels 

and sightholder dealing activities

By Gareth Penny

Managing Director

Diamond Trading Company

T

he Diamond Trading Company (DTC) has been asked by the WFDB to clarify how dealers fit within the DTC’s Supplier of Choice (SoC) marketing strategy. Whilst the DTC has explained this on a number of occasions, it agrees that it may be helpful to provide a written explanation of the position for further reference.

The DTC’s marketing strategy seeks to increase downstream demand for polished diamond jewelry. Instrumental to this strategy is the development of efficient channels of distribution for rough and polished diamonds.

Compared with the distribution pipelines used by other luxury products, the diamond distribution pipeline historically has been convoluted and complex. In many cases, the complexity of the diamond pipeline meant that cost was being added to the process and to the goods handled without adding value or consumer benefit. 

The DTC’s SoC process includes an assessment of the effectiveness and efficiencies of its customers’ distribution channels. The SoC sightholder criteria are designed to recognize the relative strengths of all business models and their breadth and range allow this diversity to be achieved. For example, the Distribution Ability Criterion aims to identify and award merit to those distribution channels in which participants provide services that add value to the goods or provide benefits to the ultimate retail consumer.

Clients with dealing activities who buy rough diamonds from the DTC under the SoC arrangements are well-positioned to evidence good satisfaction of this aspect of the SoC assessment. Effective and efficiently operated dealing activities can and do provide a wide variety of valuable services and benefits to their customers. Whilst by no means exhaustive, these can include:

· The provision of assortments of rough diamonds that are custom-tailored to their customers’ precise manufacturing requirements.

· A consistent supply of diamonds to meet the needs of their clients over the long term.

· Carrying sufficient supplies of sorted rough diamonds to provide ‘just in time’ supply to their customers.

· Offering their customers financial support, including the provision of credit.

· Assisting customers with their distribution of polished diamonds.

· Providing customers with market knowledge and/or research data.

· Providing customers with technical assistance and training. 

· Providing customers with advice on best practice and current topics of concern.

· Providing customers with business or marketing materials or other additional, value-adding support.

D

TC estimates that, before being cut or polished, between one-quarter and one-third of all the rough diamonds it sells are resold (i.e. effectively dealt) by clients that offer these and other value-adding services. 

Once the rough diamonds that have been dealt by these clients have been polished, it is often the case that they will be sold to customers involved in the wholesale dealing of polished diamonds or polished diamond jewelry, before finally reaching the retail end of the distribution pipeline.

Clients and new applicants who perform strongly in this aspect of the SoC assessment, are those who are using distribution channels that are efficient and appropriate to the products and markets in which they are active and are providing services, in conjunction with their downstream partners, that result in genuine value addition or consumer benefit. 

By way of illustration, it is often the case that the DTC’s clients are working proactively with dealer/wholesaler customers in “dynamic triangular arrangements.” In such cases, both the DTC client, its customer which is engaged in dealing/wholesaling activities itself and that customer’s own customers are working together to ensure that the end customer/consumer gets the best value and service out of the relationship. Such a triangular relationship might typically result in the creation of a new product or service, a B2B or even a B2C marketing program or other valuable benefits to trade players further down the pipeline and/or consumers.

Finally, it is important to remember that every client engaged in dealing activities, no matter how great or small, who buys rough diamonds from the DTC has evidenced satisfaction of the DTC’s ‘Best Practice Principles’ (BPPs), its mandatory code of ethical good practice. Satisfaction of the BPPs includes an appraisal of clients’ downstream distribution channels, to confirm that all participants within these channels can demonstrate the highest standards of business ethics. This is a further valuable service to consumers, who increasingly insist upon evidence that the polished diamond jewelry they purchase is genuine and can demonstrate an impeccable provenance.
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Message from the President





Dear colleagues,





Just one month ago, many of us were together at the meeting of our General Assembly in New York at the 31st World Diamond Congress. Naturally the bulk of this WFDB Newsletter deals with the issues that were raised at the event, and their impact on our organization and the business environment as we move forward. Specifically, I intend to address two issues—the vital need to maintain consumer confidence in our product, and the imminent creation of a WFDB trademark. 


However, I would be greatly remiss if I did not preface my remarks by recognizing and thanking those who made the 31st World Diamond Congress the success and grand affair that it was. They are Jacob Banda, president of the Diamond Dealers Club (DDC) of New York; Ronald Friedman, president of the Diamond Importers and Manufacturers Association of America (DMIA); Sylvain Ringer, DDC Secretary; Ronnie Vanderlinden, the DDC Chairman of the Board; Dr. Martin Hochbaum, DDC general manager; the DDC and DMIA staff members and the many others who worked so hard, mainly behind the scenes.


In the context of consumer confidence, much of what we discussed in New York concerned the defense of the natural diamond. This drew a contrast to the World Diamond Congresses of 2000 and 2002, where we focused more on the consumer’s confidence in the diamond trade itself. What has changed is the development of technologies that have allowed for an influx into the market of both HPHT-treated and gem-quality synthetic diamonds.


To date, it has been assumed that the word “diamond” refers to the natural diamond, each one of which created through a random set of natural forces, and thus is a one-of-a-kind specimen. It is a combination of the diamonds’ rarity and inherent uniqueness that made it worthy of its association with the message of eternal love. If treated and synthetic stones are allowed to attack that image, then the image of the brand could be irrevocably damaged.


Obviously, we need to protect our product and to guarantee those who buy diamonds from of us —be they wholesalers, distributors, brokers or retailers—that what they buy is the genuine product—in other word, a natural diamond. The way to do this is to bring to the attention of the jewelry industry worldwide—and by extension to the consumer markets—the decisions that were made at the congress, which demand that all members of WFDB-affiliated bourses are committed to total disclosure. The congress also requested that gem labs refrain from providing grading reports for synthetic diamonds. In this way we differentiate between the natural diamond and its pretenders.


This brings me to the second but very much related subject. In New York we decided to proceed with the development of a WFDB trademark, which would symbolize that that person or company displaying it belongs to a diamond exchange that is committed to the high ethical standards demanded by our organization. The WFDB, too, has a brand identity, and that is one of business excellence and high ethical conduct. Diamantaires who are privileged to belong to one of our member organizations should be able to associate themselves to the WFDB with pride.


I would note that the congress also dealt with progress made in the supply of rough diamonds to the secondary market by way of the Diamdel organization, which was a result of our ongoing talks with the Diamond Trading Company (DTC). Conflict diamonds also were discussed, and were the subject of a joint resolution with IDMA, which called on the industry to implement the system of voluntary warrantees and guarantees, which is part and parcel of the Kimberley Process.


When, in September, the WFDB held met in London with the senior management of the DTC, the DTC offered to set out its position on the status of rough dealers in the context of the Supplier of Choice strategy, both to its clients and to WFDB members, through the WFDB Newsletter. Gareth Penny, the DTC’s managing director has obliged, and we are pleased to be able to print his comments, starting on page 10.





Shmuel Schnitzer


WFDB President
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As many had predicted, issues concerning the confidence of consumers in the diamond trade and the diamond itself dominated proceedings at meeting of the General Assembly of the World Federation of Diamond Bourses (WFDB), which took place at the 31st World Diamond Congress in New York City from October 18 through October 20. This was not only reflected in the agenda, but also in three of the five formal resolutions passed at the congress.


The World Diamond Congress, which is held every two years, serves as forum of the general assembly of the WFDB, as well as for the International Diamond Manufacturers Association (IDMA). This year, it was held at the legendary Waldorf Astoria Hotel, and hosted by the Diamond Dealers Club of New York and the Diamond Manufacturers & Importers Association of America. 


Shmuel Schnitzer, the WFDB president who was elected to a second term in office in New York, set the tone early in his speech to the opening session of the WFDB General Assembly. “We have dealt successfully with the issue of conflict diamonds. We can all be proud of the unification of forces of all members of the diamond business worldwide, in cooperation with the governments and NGOs, in our struggle against conflict diamonds. We took part in this just battle out of recognition that we must not gain even the smallest part of our living from a 





source involved in injustice to others anywhere on earth,” he said.


“I am certain we all agree that we must ensure consumer confidence in the diamond as a natural product, free of any undisclosed intervention,” Schnitzer stated. “If any processes other than polishing are applied, these must be declared all along the diamond marketing chain, from the manufacturer to the end consumer.”


“In the course of this term, we have devoted much time and thought to resolving these problems. We are working within the restraints of the law, which forbids interfering with business, as long as it is conducted legally. We must ensure that the term ‘legal conduct’ includes the duty of due disclosure, and find ways to enforce this requirement,” he added.


The legal obligation of bourse members was touched upon the WFDB vice president, Ernest Blom, who delivered a formal report on consumer confidence to the congress. “Treated and synthetic diamonds are products fraught with reputational risk for our industry,” he stated. “Neither treated diamonds nor synthetics are illegal products, as long as they are clearly differentiated from their all-natural counterparts. Reputational risk is increased exponentially when the true identity of the gemstone is not disclosed, and the purchaser is, 


  Continued on page 3

















Message from the WFDB Promotions Committee Chairman





Dear colleagues,





As one would expect just one month after the 31st World Diamond Congress in New York, this edition of the WFDB Newsletter essentially is a wrap up of the event, concentrating on the issues that were raised during the two-yearly meeting of our General Assembly.


A heartening aspect of the congress, from the perspective of the Promotions Committee, was the degree to which the products that we have developed have become part and parcel of the life of our organization. Here specifically I am referring to the WFDB Newsletter and the WFDB News Updates. More than once, the Congress requested that information be distributed to the wider community of bourse members through one of our publications. 


This edition of the WFDB Newsletter is a case in point. When a delegation of the WFDB, headed by our president Shmuel Schnitzer, met in London with the DTC on September 9, 2004, the DTC team agreed to present its position on the supply of goods through rough dealers by way of an article in this publication. An article prepared by Gareth Penny, the DTC managing director, which appears on page 10 of this edition, fulfills this promise. 


To explain how the WFDB communications package was developed, over a period  of about three years, we are presenting an article in this edition of the WFDB Newsletter. It begins on page 7.


As I write, many of you will already be in the midst of your end of the year sales rush, which, of course, precedes the retail shopping season in December. So allow me to wish you all both good business and good reading.








Ernest Blom


WFDB Vice President


Chairman, WFDB Promotions Committee
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