
When buying a diamond (not that we know so 

far) you invest a huge amount of money in a luxury pr
oduct.  Most diamonds are bought for consumer 
interest which lead to a market value of $82 billion 
in 2017.1 A diamond is a symbol of love, value, wedding 
or engagement, but they are often 
associated with fraudulent activities such as 
smuggling, counterfeit and even war. The 
true  origin of  a  diamond  is  often 
hard to trace because of unclear transactions. How  
can you secure that you buy a  diamond from  
 a secure source?  

 

Diamonds – from mine to market 
The journey of a diamond begins with a rough 
stone, being mostly mined in Russia, Australia or 
Africa.2 These stones are then transported to 
countries like India, Belgium or Israel for 
being cut and polished.3 From there on, they are 
shipped all over the world to be set into jewellery.4  
 
As in many industries, there is a legal 
framework, such as regulations and 
restrictions, to protect counterfeit and unethically 
produced  goods. However, the main problem 
in fighting  counterfeit diamonds is the tracking of 
the supply chains. According to a study from the 
Consumer Goods Forum in 2017. it's estimated that 
fraud in jewellery alone tops the charts at around 2.5 
billion dollars’ worth in counterfeit goods.5   
 
 
 
 
 

Additionally, the Global Witness Report "A ROUGH 
TRADE" (1998), found out how these stones are used 
to fund wars abroad.6   In a reaction to 
that the United Nations (UN) immediately created a 
regulatory authority called the Kimberley Process 
(KP), which is designed  for the  purpose  of  
stopping diamond smuggling for the funding of 
criminal activities. 7    
 
The KP changed a lot in the transparency 
of its mining process, but banks and insurance 
companies are still facing problems of fraudulent 
diamond insurance claims because 
the documentation of ownership is still mostly on 
paper and therefore hardly traceable.8   Exactly these 
issues can be solved with the new Blockchain 
(BC) Technology. It has the potential to revolutionize 
how we track diamonds from mine-to-market.  
 
What is Blockchain Technology?    
Blockchain Technology is a system of unique 
databases. This digital ledger can store data as an 
encrypted block of information which are chained 
together and stored chronologically. The result is 
a hack-proof network  environment  between the 
members of the Blockchain.  One  can  only   add  
information to the ledger but never change the old  
information.9 
 
There are some companies that have launched 
blockchain based ways to track the diamond supply 
chain. Those companies are DeBeers, 
Tracr and Everledger as well as IBM who launched 
the TrustChain Initiative that provides diamond 
verification and third-party oversight on one private 
permissioned platform.10

1 Thacker et al. (2021) p. 8747 
2 WEGHV (2015) 
3 Rudnicka et al. (2010) p. 4 
4 Markets Insider (2018) 
5 Kelley (2018) 

 

6 Global Witness (1998) 
7 Kimberly Process  (2021) 
8 Thacker et al. (2021) p. 8753 f.  
9 Thacker et al. (2021) p. 8750 f. 
10 Kelley (2018) 

 



Figure 1: Diamond Supply Chain (own illustration) 

 

Can Blockchain Technology be a game-
changer for the diamond industry?  
During the refining of a diamond many parties are 
involved such as diamond miners, exporters, 
manufacturers and registrars for rating the 
diamonds value and later retailers, jewelers and the 
consumer. This often leads to a lack of 
transparency and fraud since some people break the 
law in trying to enrichen themselves in the diamond 
trade. As a result, there is a lot of distortion and 
mistrust throughout the Supply Chain. 

 

But this can be enhanced by introducing BC 
Technology to every step in the supply chain.  When 
a diamond is mined, the data can be entered into the 
blockchain in effect starting the process. Every 
transaction that follows is then recorded in the 
blockchain.  After the diamonds are cut and polished, 
experts determine the value of the stone by analysing 
the 4 Gs “carat weight, clarity, colour and cut”. In the 
past, these unique details of a stone and the 
identification of a diamond were kept on a paper 
certificate. This was a huge opportunity for 
counterfeit and bank or insurance fraud. This 
problem is adjusted when entering the details and 
the certificate in the Blockchain, too. 

 

Every following transaction to the retailers, jewellers 
and consumers can be traced via the 
blockchain. With this, the customer gets another 
certificate of origin via Blockchain and not only on 
paper. This will make authentication a whole lot 
easier for sellers, consumers and even banks or 
insurances what will raise security and transparency. 

 

 

 
 

 
 
 
 
 
 

 
 
Blockchain Technology is an ideal way of improving 
the transparency in the diamond supply chain. The 
data is secured and stored by all parties involved 
simultaneously, which can further enhance 
the trust in the Supply Chain.  Especially the problem 
of identifying a diamond and the ease of 
counterfeiting of the paper certificates can be solved 
with BC Technology. This secures the authenticity of  
the actual diamond in a more superior way against 
fraud and counterfeiting practices because the 
blockchain can’t be faked, contrary to a paper 
certificate.11 The challenge –of course- is, that 
everyone collectively needs to participate.   
 
For us it sounds like this could be a game changer for 
the diamond industry if they do 
so. When imagining purchasing a diamond, we find it
 a very interesting concept to  have  a  blockchain 
 secured certificate attached to the diamond 
and its origin is captured electronically. This in turn 
makes the diamond even more valuable when the 
transactions are traceable and ethically sustainable.  
 
 
 
“We hereby allow Prof. Carola Schulz to publish this 
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Figure 2: Hyperledger Blockchain Diamond Supply Chain (own illustration) 

11 IBM Blockchain (2017) 

 



Words: 858 

Sources: 
Images are used license free and were downloaded from: www.canva.com 

 

1, 8, 9 Thakker, Urvish/ Patel.Ruhi/ Tanwar,Sudeep/Kumar,Neeraj/ Song,Houbing (2021): Blockchain for 
Diamond Industry: Opportunities and Challenges, IEEE Internet of Things Journal, Vol. 8 No. 11. online: 
https://ieeexplore.ieee.org/document/9308965, [accessed on 07.11.2021] 
 
2 WEGHV (2015): die größten Diamantenmienen der Welt, online: https://www.weghv.de/de/news-
grosshandel/535-die-groessten-diamantenminen-der-welt, [accessed on 14.11.2021] 
 
3 Rudnicka, Eva/ Mamros, Lauren/ DebRiggi,Brain/Munshower, Branden(2010) : The Diamond Supply Chain , 
Eighth LACCEI Latin American and Caribbean Conference for Engineering and Technology, online : 
http://laccei.org/LACCEI2010-Peru/published/ACC115_Rudnicka.pdf, [accessed on 07.11.2021] 
 
4 Markets Insider (2018): Diamante Blockchain Diversifies Trade in Diamond with Cryptocurrency and 
Blockchain, online: https://markets.businessinsider.com/news/stocks/diamante-blockchain-diversifies-
trade-in-diamond-with-cryptocurrency-and-blockchain-1027678984, [accessed on 07.11.2021] 
 
5, 9 Kelley, Jason (2018): Global Diamond & Jewelry Market Tracks Authenticity with IBM Blockchain, online: 
https://www.ibm.com/blogs/think/2018/04/global-jewelry-ibm-blockchain/, [accessed on 07.11.2021] 
 
6 Global Witness (1998): A ROUGH TRADE: The Role of Companies and Governments in the Angolan Conflict 
downloaded: https://www.globalwitness.org/en/campaigns/conflict-diamonds/rough-trade/, [accessed on 
07.11.2021] 
 
7 Kimberly Process (2021):  KP Basics: online: https://www.kimberleyprocess.com/en/about, [accessed on 
07.11.2021] 
 
10   IBM Blockchain (2017): Securing the diamond trade with blockchain, YouTube Chanel, 
online:  https://www.youtube.com/watch?v=hHkc-DH0ep4, [accessed on 07.11.2021] 
 

 

 

 

We hereby declare that the blog submitted is our own unaided work. All direct or indirect sources used are 
acknowledged as references. We are aware that the assignment in digital form can be examined for the use of 
unauthorized aid and in order to determine whether the assignment as a whole or parts incorporated in it may be 
deemed as plagiarism. For the comparison of our work with existing sources I agree that it shall be entered in a 
database where it shall also remain after examination, to 

enable comparison with future assignments submitted. Further rights of reproduction and usage, however, are 
not granted here. This assignment was not previously presented to another examination board and has not been 
published.” 

 

 

Heilbronn, 14.11.21 

 

 
 

 

Aslihan Aydin        Christin Rust         


