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GLOBAL PRECIOUS STONES MARKET AND MODERN TENDENCIES OF

DIAMONDS MARKET DEVELOPMENT

The influence of globalization on the development of global precious stones market is explained. Negative conse-
quences of precious stones shadow market functioning are outlined. Diamonds market condition and major development
tendencies are analyzed. The role of Kimberley process certification scheme in regulation of diamonds turnover is re-
vealed. Ukraine s role in these processes is shown. The lacking impact of diamonds production and sales development in
the countries participating in diamonds global market on their social and economic development is proved.

Keywords: diamonds, globalization, Kimberley process, global precious stones market, shadow turnover, financial
instability.

Kcemkyk O. C. CBITOBUM PUHOK JOPOIOIIHHOIO KAMIHHSI TA CYYACHI TEHJEHIII
PO3BUTKY PUHKY AJIMA3IB

Ob6rpyHmosano enaiug 2100ani3ayii Ha po3eUmMoK c8imo8o20 PUHKY 00POLOYIHHO20 KAMIHHA. 3a3HaAUeHo He2amueHi Ha-
CIOKU PYHKYIOHYBAHHA MIHLOBO2O PUHK) O0OPO2OYIHHO20 KAMIHHA. TIpoaHani308aH0 KOH TOHKMYPY Md 8UABILEHO OCHOBHI
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menoenyii pozgumky punxy aimasie. Obrpynmosano ponv cepmuixayitinoi cxemu Kimbepaiiicokozo npoyecy y peeynio-

6anni obiey anmasie. 3’sicoeano ponv Yxpainu y yux npoyecax. 1liomeepoaceno giocymuicmos 6naugy po3gumxy 6upoo-

HUYMBAa ma mopeieii aimasie 8 KpaiHax-yuacHuysx ceimoeoeo puHKy aimasie Ha ix coyianbHO-eKOHOMIYHUL PO3GUMOK.
Knrouoei cnosa: anmasu, enodanizayis, Kimbepniticokuii npoyec, c8imosuti puHoK 00pO2OYIHHO20 KAMIHHS, MIHbOGULL

00ie, inancosa HecmabinbHiCM®.

The constant countries’ redistribution by the strength of
economic influence on major development trends, access
to natural resources and their exploitation, attraction of hu-
man capital, etc takes places under the influence of globali-
zation processes in world economy. Global precious stones
market is an important segment of global economy, which
has transformed into the global industry with relevant in-
stitutions encompassing all the processes from the explora-
tion of deposits to selling of manufactured items of jewelry
to supply of raw materials to other industries. Gemstones
deposits are unevenly allocated in the world and raw ma-
terials have different values, therefore the companies keep
competing for the access to these resources, their exploita-
tion, production and trade. Moreover, precious stones in-
dustry includes the shadow market in addition to the legal
one (its funds are directed at financing of terrorism and
military conflicts and it’s hard to estimate them because
some part of them is legalized through various schemes).
Therefore, the abovementioned processes generate a range
of challenges that define both structural changes of global
precious stones industry and new development tendencies.

Scientific literature provides research on jewelry prop-
erties of precious stones, the process of their extraction and
cutting, however currently there are no fundamental papers
on economic aspects of global precious stones market func-
tioning. Mostly the analysis of precious stones market (in
global and regional perspective, by objects) is carried out
by companies engaged in the spheres of their exploration,
production and turnover, by organizations responsible for
surveillance and control over the market and by analysts
(Paul Zimnisky). From an economic standpoint certain de-
velopment aspects of global precious stones market and its
segments were outlined by Nikolayev Yu., Semenyuk K.,
Tatrintsev V. Moreover, swift changes in global economy
and its markets as well as financial instability and strength-
ening of its unpredictability require much more profound
research of global precious stones market and its segments.
This contributes to the urgency of the paper.

The article aims to reveal the peculiarities of global
precious stones market and to analyze modern tendencies
of diamonds market taking into consideration the existing
global challenges.

The level of development and globalization of pre-
cious stones market segments depends on the very object
— a stone and its properties. Despite the fact that there are
different tested classifications of precious stones (both by
properties and by estimated value), in practice every coun-
try defines the procedure of production, turnover and trans-
portation across the customary border of precious stones
by its law. There is no single view over precious stones in
global practice: they are seen as «minerals of natural ori-
gin, artificially polished, cut and shaped according to the
customers’ needsy [1]; however there is also a more narrow
understanding as «minerals or fossils used in jewelry items
production» [2].

In Ukraine natural and artificial (synthetic) minerals in
raw materials, unprocessed and processed forms and items
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classified in four groups are assigned to precious stones
[2]. Precious stones of first order are: diamond, ruby, blue
sapphire, emerald, alexandrite.

Precious stones deposits are natural wealth and according-
ly they create basis for economic growth in a country. Along
with this, the experience of precious stones market function-
ing indicates a very different situation, when there is no im-
provement in social and economic development parameters
of the countries leading the precious stones extraction and
processing. Thus the raw materials not necessarily are the pre-
requisite for economic growth and human development.

Precious stones extraction is one of the stages of their
life cycle, and economic effect finally depends on such stag-
es as processing and exploitation. The countries extracting
precious stones not always possess capacities for their fur-
ther processing, so they are the suppliers of raw materials
for the countries that have necessary financial and techno-
logical capabilities. The countries that import diamonds,
for example, also depend on qualitative properties of stones
as raw materials goods. Thus, Australian diamonds do not
have high qualitative properties, usually they are small, and
so their major consumer is the Indian market. Therefore, it
is especially important for precious stones of the first or-
der, because their significant deposits are in the developing
countries. Their processing at the extraction territory could
contribute to creation of new job places and reduction of un-
processed stones’ shadow turnover.

It is too hard to estimate the volumes of shadow pre-
cious stones market, as far as their illegal export as the raw
materials for further processing is one of the components
of transnational criminal networks, particularly taking into
account the fact that the reserves of some deposits are ex-
hausted, and exploration and development of new ones
requires considerable funding. For the most part it is in
capacity of large companies, which have necessary techni-
cal and technological resources. So artisanal extraction is
often illegal and poses a threat to life and health of work-
ers. Shadow market of precious stones in addition to illegal
sales includes also illegal extraction that is not subject to
tax and therefore does not influence the financial income of
a country and maintains shadow employment. Under such
conditions certification of precious stones’ quality is very
important. It is conducted by gemological centers, which
issue certificates on stones’ quality. For example, there is
a Diamond Grading Report and also different evaluation
systems are used for their certification (e.g. GIA evaluation
system of Gemological Institute of America [4], HRD Ant-
werp of Gemological Institute [5], etc). The need for certi-
fication grows annually, because the diamonds of synthetic
origin disguised as natural are entering global market. Re-
spectively, the volumes of such market entries are under
question. Thus we completely agree that diamonds inspec-
tion should be conducted at any stage of their supplies [6].

Taking into account the fact that diamond is one of the
stones of the first order, it is worth conducting the analysis of
main trends of global diamonds market development and of
countries’ attraction to the processes of production and turn-
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over. Global diamonds market includes production coun-
tries (extraction), cutting countries (processing), and coun-
tries-trade centers (trade). Diamonds are of both jewelry and
industrial and investment use, however there are differences
between them by quality and price (quality of stones for in-
dustrial use can be significantly lower, so the price is lower
as well). Accordingly, diamonds market structure consists of
gem-quality diamonds market; investment diamonds market
(investing in diamonds for investment portfolio diversifi-

Millions of carats
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|

1

cation, risk insurance, etc); industrial (technical) diamonds
market (according to various calculations they amount to
20-30% of global extraction of natural diamonds) [7].
Condition of global diamonds market as well as other
segments of financial markets has faced significant chang-
es after Global Economic Crisis [8], when the large-scale
decrease of diamond raw materials production volumes
took place (Fig. 1), competition between market partici-
pants increased and export/import structure changed.
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Fig. 1. Dynamics of global diamonds production, million carats (according to Kimberly Process [9];
2015-2020 prognosis — according to Paul Zimnisky calculations)

Financial upheavals of the last decade caused signif-
icant volatility of diamonds market. It is proved by both
price dynamics and the suggested and calculated Zimnisky
Global Rough Diamond Price Index, which is based on
consolidated information on unprocessed diamonds and
takes into account the change in sensitivity of parame-
ters characterizing the development of diamonds industry
[10]. The report on global prices for diamonds published
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by the analyst Paul Zimnisky encompassed the decade
after global crisis (Fig. 2). According to prognosis, dia-
monds production is bound to grow in 2017 by 7%, which
should be explained by the recovery of previously closed
productions, development of new projects at old deposits
and opening of new considerable diamonds deposits. The
researcher mentions that diamonds industry has an impres-
sive ability to recover.
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Fig. 2. Dynamics of Zimnisky Global Rough Diamond Price Index [10].
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Structure of global diamond industry includes main  panies engaged in exploration, production, processing
countries — producers, importers, exporters and compa-  and realization of diamonds on the global market (Fig. 3).

nies operating on the

market [11]. In 2016 Alrosa (sales  Countries — diamond producers alternately change their

proceeds increased by 41,2% compared to 2015) and De  positions, however main countries in diamonds produc-
Beers, the company operating at main deposits of Botswa-  tion are Russia, Australia, Canada, DR Congo, Botswana,
na — Jwaneng and Orapa, were leading among the com-  South Africa, Zimbabwe (Fig. 4).

Alrosa; 28%

Other; 30%

Petra; 3%

Dominion Diamond

Corporation; 6% \_De Beers; 20%

Rio Tinto; 13%
Fig. 3. Share of major companies in global production of diamonds in [12].

Annual Global Summary: 2016

Production in Carats Production in Value US $
Country Name Volume, cts Percent Country Name Value US $ Percent
Russian Federation 40,322,030.00 30.08% |Russian Federation $3,578,732,550.00 28.86%
Gongo, Democratic Republic of 23,207,443.46 17.31% IBotswana $2,845,948,820.10 22.95%
Botswana 20,501,000.00 15.29% Canada $1,397,308,511.77 11.27%
Australia 13,957,722.00 10.41% South Africa $1,248,912,617.71 10.07%
Canada 13,036,449.00 9.72% Angola $1,079,411,359.37 8.70%)
Other 23,046,041.14 17.19% |Other $2,250,442,738.81 18.15%
Total 134,070,685.60] 100.00%) |Total $12,400,756,597.76 | 100.00%)
Imports in Carats Imports in Value US $
Country Name Volume, cts Percent Country Name Value US $ Percent
India 149.318,342.30 39.21% |India $16,665,593,398.89 34.32%
European Union 113,535,405.78 29.82% |European Union $13,195,106,516.32 27.17%
United Arab Emirates 70,564,768.62 18.53% |United Arab Emirates $6,480,946,858.19 13.35%
China, People's Republic of 13,576,740.95 3.57% [israel $3,698,153,020.05 7.62%
Israel 13,479,193.29 3.54% |China, People's Republic of $1,793,367,094.94 3.69%)
Other 20,309.602.31 5.33% |Other $6,725,888,803.91 13.85%
Total 380,784,053.25] 100.00%) |Total $48,559,055,692.30 | 100.00%
Exports in Carats Exports in Value US $
Country Name Volume, cts Percent Country Name Value US $ Percent
European Union 101,422,723.37 26.54% |European Union 13,013,359,413.12 27.15%
United Arab Emirates 68,854,884.27 18.02% |United Arab Emirates 8,595,518,557.08 17.93%
Russian Federation 42,719,517.92 11.18% |Botswa.r|a 5,600,127,833.67 11.68%
India 38,500,903.58 10.08% |Russian Federation 4,393,288,384.90 9.17%
Botswana 31,446,014.67 8.23% |Israel 3,222,843,371.67 8.72%
Other 99,168,659.65 25.95% |Other 13,106,648,275.93] 27.34%
Total 382,112,703.46 100.00% |Total $47,031,785,836.37 | 100.00%
KPC Counts Imports KPC Counts Exports
Country Name KPC Counts Percent Country Name KPC Counts Percent
India 32,105 52.56% |European Union 29,350 47.60%
European Union 10,606 17.36% |united Arab Emirates 10,125 16.42%
Israel 6,112 10.01% [israel 4,147 8.73%
United Arab Emirates 5,427 8.89% |Russian Federation 2,870 4.65%)
China, People's Republic of 2,279 3.73% |india 2,709 4.39%)
Other 4,548 7.45% [Other 12,464 20.21%
Total 61,077 | _100.00%, |Total 61,665 | 100.00%)
Fig. 4. Geographical structure of production, export and import of diamonds in 2016 [9].
100 Bunyck 5 (127)
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China becomes one of the perspective markets of dia-
monds production keeping on exploration of its own depos-
its and development of existing ones. Diamonds industry
gains active development due to state assistance, in par-
ticular reduction of enterprises taxation level in the sphere,
tax incentives on added value tax on import of unprocessed
gem-quality diamonds in order to provide raw materials for
their processing plants. China policy in the sphere is based
on forming of so called «diamond clusters» in diamond
processing between the provinces. Therefore, in perspec-
tive according to optimistic prognosis China can become
an important global rough and processed diamonds trade
center. At the same time, reduction of demand on jewelry
items in China as the items of excessive luxury and state
regulation of the processes contributed to deceleration of
its participation in diamonds trade.

In 2000 The Kimberley processes was initiated in the city
of Kimberley (Republic of South Africa) [13] as the interstate
conference aiming at diamonds market safety maintenance and
prevention of «conflict» diamonds trade. «Conflict» diamonds
are raw materials, operations with which are used for financial
assistance to terroristic organizations and military conflicts
[14]. In 90s of XX century 15% of diamonds came to the global
market from the countries, where military and armed conflicts
were taking place (Angola, Congo, Sierra-Leone) [15].

The initiative on removal of «conflict» diamonds
from trade turnover was joined by 81 countries, includ-
ing Ukraine. In 2003 the Cabinet of Ministers of Ukraine
adopted the Regulation Ne 307 as of March 12, 2003 «On

import of diamonds into the customs territory of Ukraine
and export from the customs territory of Ukraine» [16].

Ukraine joined the Kimberley process in 2003 and,
according to the adopted «Procedure of formulation of ac-
companying documents and launching of diamonds into
turnover according to the certification scheme of Kimber-
ley process» [17], in order to transfer diamonds through the
customs border it is necessary to provide a certificate for
customs clearance issued by State Gemological Center of
Ukraine [18]. The certificate testifies that diamonds are in
legal turnover and are not involved in crime schemes. Ac-
cording to the law the diamonds falling under the following
trade positions of Ukrainian Classification of Goods should
be certified: 7102.10 (unsorted and industrial diamonds),
7102.21 (industrial —unprocessed or simply split, cracked or
tattered), 7102.31 (non-industrial — unprocessed or simply
split, cracked or tattered). Counterfeit certificates and lack of
the established system of internal control for production and
turnover of diamonds remain to be up-to-date for Ukraine
and many other countries. Ukraine’s participation in ex-
port-import flows of diamonds is insignificant (in 2016 p.
import amounted to 7,195 mln. US dollars, 25633, 12 carats,
export — to 0,141 mln. US dollars, 1176,78 carats).

Auvailability of rich diamonds deposits and countries’
leadership in foreign trade operations haven’t become the
factor of their economic and social development level im-
provement (human development index, World Bank indi-
cators, in particular GDP per capita (Table 1) and other
indicators testify to that).

Table 1
GDP per capita dynamics in main countries-producers, exporters and importers of diamonds
(GDP per capita, PPP (current international $) [19].

Country Name 2008 2009 2010 2011 2012 2013 2014 2015 2016
Angola 5743,1 5718,7 5775,9 5911,3 6109,1 6400,7 6594,4 6648,1 6466,7
Botswana 13226,6 12098,8 13064,5 13889,3 14506,9 16111,1 16764.,4 16384,3 16989,6
China 7635,1 8374,4 9333,1 10384.,4 11351,1 12368,0 13439.9 14478,1 15559,2
Congo, D.R. 568,1 569,5 597,1 629.9 664,8 709,0 764.,5 800,7 803,8
India 3637,6 3920,0 4315,6 46359 4916,5 5250,5 5677,7 6139,2 6583,4
Namibia 7884,8 7853,8 8289,7 8721,3 9132,3 9578,4 10130,9 10631,1 10645,6
South Africa 11716,7 11462,6 11785,6 122439 12556,7 12879,6 131274 13257,0 13247,6
Zimbabwe 1167,2 1293,4 1445,0 1667,1 1905,8 1997,1 2027,9 2040,3 2031,0
United States 48401,4 47001,6 48373,9 49790,7 51450,1 52787,0 54598,6 56469,0 57638,2
World 12217,8 12185,2 12845,0 13555,6 140889 146819 152437 15719,4 16205,4

However, it is worth mentioning that all large companies
operating at diamonds market implement numerous ecolog-
ical and social projects according to the basics of social en-
trepreneurship. But these activities aren’t enough to improve
the level of life of these countries’ population and to secure
them the necessary human development and employment.

Therefore, despite the crisis phenomena in global econo-
my, alteration of demand and supply on the precious stones
market and changes in economic growth paces in the coun-
tries-market participants, the global industry of precious
stones, including the diamonds market, continues to evolve.
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3asidysau cexmopy npob.aem mpaHckopOOHHO20 cnigpobimHuymaea

JIY «IHcmumym pe2ioHanbHux 00CAI0x4CeHb
imeni M. I. Jloatwunvoeo HAH Ykpainu», m. JIbeie

H. B. Bunap

3dobysau /1Y «IHcmumym pe2ioHaabHux 00CcAi0x#ceHb

imeHi M. I. Jlontwunvoeo HAH Ykpainu», m. JIvei

OCOBJINBOCTI CTUMY/JIIOBAHHA COIIAIBPHO-EKOHOMIYHOI'O
PO3BUTKY AEIIPECUBHUX TEPUTOPIN: EBPOITEMICBKA ITPAKTHKA TA
YKPAIHCBKI PEAJIII

Jlocnioxceno esonoyito popmysants ma ocoonugocmi peanizayii 0epicagrol pecioHanvHol nonimuku y cgepi peey-
JIOBAHHI PO3GUMKY OenpecusHux mepumopii Yxpainu. I[Ipoananizosano ii epekmugnicmos na ocnogi OyiHKiu HepigHO-
MIPHOCMI COYIANbHO-EKOHOMIUH020 PO38UMKY pe2ioHis. OKpeciieno nioxoou 0o idenmugbikayii npooremuux peioHis y
Kpainax-unenax €C ma HagedeHo 0CHOBHI IHCMPYMEHMU MA 3aX00U CIUMYNIOBANHS IX PO3GUIMKY.

Kntouosi cnosa: coyianvrno-eKOHOMIUHULL PO36BUMOK, 0eNnpecUsHi pecioHU, 0epHCA8HA Pe2iOHAIbHA NOIMUKA.

Prytula Kh., Vynar N. FEATURES OF STIMULATING OF DEPRESSIVE TERRITORIES’ SOCIO-
ECONOMIC DEVELOPMENT: EUROPEAN PRACTICE AND UKRAINIAN REALITIES

The evolution of formation and peculiarities of realization of the state regional policy in the field of regulation of the
depressed territories development in Ukraine are researched. The analysis of its effectiveness is based on the estimation
of the unevenness of socio-economic development of the regions. The approaches to identification of problem regions in
the EU member states are outlined and the main tools and measures for stimulating their development are outlined.

Keywords: socio-economic development, depressive regions, state regional policy.

B ymMoBax TMHaMIYHOTO PO3BUTKY CBITOBOT €KOHOMIKH,
aKTHBI3alil IHTErpaliiHUX MpPOLECIB y 3arajbHOCBITO-
BOMY E€KOHOMIYHOMY IIPOCTOPI, 3pOCTaHHs pOJi pEerioHiB
Ta MOMIMOJIEHHST MIKPEriOHAIBHOTO CIiBPOOITHHUIITBA Ha
MOPSIIOK JAGHHHUH IOCTAIOTh HMHUTAHHS KOHKYPEHTOCIIPO-
MOYKHOCTI BIANOBITHUX TEPUTOpid. 3 OmIsiay Ha icHyIoui
BIIMIHHOCTI y HepeyMOBaxX PO3BUTKY PETiOHIB YKpaiHH,
chopMyBaHCs 3HAYHI BIAMIHHOCTI y PIBHAX IX COIiajb-
HO-GKOHOMIYHOTO pO3BUTKY. [ToOamizamiiiHi Iporecu
Ha CHOTOJHI BiIOyBalOThCA IIISXOM IHTETpallii perioHiB.
[IpoTe migBUIIEHHS TpaHCIAPEHTHOCTI KOPJIOHIB, MPHBa-
ONHMBICTH PUHKIB MpPALli TA OCBITHIX MOCIYT € TUMHU (PAKTO-
paMu, siKi aKTUBI3YIOTh MPOLECH BIATOKY KBaJi(iKOBaHOT
pobouoi cuiM Ta MOJIOJI Y MPUKOPJOHHI PErioHH CyMiXK-

HHUX KpaiH, [0 € CepPHO3HOI0 3arPO300 CKOHOMIUHIH 0e3-
nieni Kpainu Ta ii perioHis.

BigMiHHOCTI y TIOTEHI[iajlax PO3BUTKY PETIOHIB, 3/1aT-
HOCTI aJanTyBaTHCS JI0 CY4YaCHHX BUKJIMKIB 30BHIIIHBOT
KOH'IOHKTYPH pPHHKIB, IIBHJKAa 3MiHa TEXHOJOTIYHUX
YKJIaJiB 3yMOBIIO€ SIK (pOpPMyBaHHS TaK 1 IIOCHJICHHS He-
PIBHOMIPHOCTI PO3BHUTKY perioHiB. Biacue moOymosa Ta
peaizanist e()eKTUBHOI Aep>KaBHOI PETiOHAIBHOI MOMITH-
KM TIOKJTMKaHa 3[Ta/DKyBaTH iICHYIOUYi HEPiBHOMIPHOCTI Ta
CTHUMYJTIOBATH TIOABIITHI PO3BUTOK TaKUX TEPUTOPIH.

[TuraHHAME MOHITOPUHTY Ta PO3POOKH CHCTEMH 3aXOIiB
II0/T0 3MEHITIeHHS repeHtiariii perioHiB 3a piBHEM COIIiaITh-
HO-CKOHOMIYHOTO PO3BHTKY 3aiiMaroThCsl BITYM3HSIHI Ta 3apy-
6ixHi BueHi: M. bapanoscekuii, C. Iuryk, O. ITomoga, 1. ITpo-
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