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Abstract

The increasing dependence of the modern globaiogoyg on fossil fuel like
natural gas, oil, and mining has created a patlgéorerating large-scale revenues for
the countries that are rich in natural resourcdsicdn countries with their extensive
natural resources have managed to bring in hugentms, yet a close look at these
countries shows widespread hunger and poverty. Haglequacies within the
institutional, regulatory, and economic framework @revalent within the African
nations create a scope for establishing lack ofcqumaral transparencies, and
widespread corruption, over the money generateah fiteese natural resources. These
ultimately lead to poverty, hunger, violent cornflicand even wars over resource
control, human right abuses, and often stifledamati development. In the context of
Africa, diamonds form the natural resources thatehalayed a major role in fuelling
and sustaining violent conflicts in many of the i&éfn countries over the last few
decades after the end of the Cold War. This paipes 80 explore the role of diamonds
in fuelling and sustaining the various African tiwars, in order to assist in the
prevention of future conflicts, while also studyirig seek effective post-conflict
measures in the diamond initiated conflict envirents. The analysis draws largely on
the experiences of Sierra Leone and Botswana, wlte African countries where

diamond mining forms the main source of revenues.
Key words

Africa, blood diamonds, Botswana, conflict, comrap, development,
diamonds, Dutch disease, economic growth, mineealltl, natural resources, poverty

alleviation, revenues, Sierra Leone, transparenay, welfare



1 Introduction

The immense wealth of the African continent, itsrian and natural resources,
were the foundation stone and much of the subségsperstructure of modern
capitalism. Slavery and then European colonialime and went but the legacy of
both remains interwoven into the economic and $dalaric, the life experience and
expectation of the inhabitants of the whole of édri Despite the energy and ambition
of many of its peoples, most of the internecinefara; unable to break free of the
chains of historic and ongoing bondage; its citizaften desperate to escape; its
western-sponsored governments corrupt and selfrgenhard won independence
mutated into new dependencies upon imperial paggnaid the natural and geo-
political climatic forces and change, ill-equippeddefend itself against any of these;
ill-served by the international agencies, unablaftord the medicines and healthcare to
properly defend its people from decimation by ds&sathat had no such purchase
elsewhere. How did this situation come to be? Hounsich potential could become so

much loss and despair? How can this potential leaat unleashed?

A look at the modern global economic trends cleaHows that the nations are
largely dependent on natural resource extractigestries for their basic sustenance,
which has led to accumulation of large wealth ia torm of accrued revenue of the
countries rich in the natural resources (Nwete 420General logic would lead one to
believe that the generation of such revenues irRémource Rich countries (RR) would
automatically cause widespread growth and developimethese regions (Bannon and
Collier, 2003). Almost paradoxical to this logidhkeory of the RR countries and their
rapid economic growth and development, stands &frighere we find that despite
earned revenues from the Petroleum and Mineral (P&&posits, the continent also
accounts for persistently poor GDP growth rate aidespread poverty and hunger
(Arrighi, Silver, and Brewer, 2003). The variougdign investments or FDIs and the

revenues generating from the P&M resources, hawue dtile in terms of improvement
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in the standard of living of the poor African peeplnstead, it has aggravated the
sufferings of the common people in the form of tese-based wars, violence clashes
and political conflicts (Jensen and Wantchekon, 420Qvhich has hindered the
economic growth, degraded the environment owingnt@®essant mining, and also
resulted often in gross human rights abuse. Sugative attributes developing from
resource wealth also known as the ‘paradox of pldws resulted in ‘Dutch disease’
(Karl, 1997: 5) along with the gradual moving ofitdarge segment of the commercial

sector from the national economy of the many resmotich African nations.

Originally, it had been contended that the resednased wealth of the African
nations would assist in the breaking away of thelecyf poverty and the lack of
development that had been plaguing the continentrfany years (Garry and Karl,
2003). Despite the predictions of various econarasid other experts, much of Africa,
especially the states that are rich in mineraluesss, face widespread corruption, poor
economic growth, and a lack of effective governandeus, despite its rich natural
resources, modern Africa remains highly dependemt tiee foreign grants and
international development aid, for its basic sustee, as it tries hard to tackle the

persistent issues of poverty and underdevelopn@areqsen, 2001).

In the African continent, various reports showt thiejor factor contributing to
the stunted growth in economy, the large numbeiaif clashes and political conflicts,
is the wild rush to control these natural resou(@seimani, 2005). The wealth derived
from the natural resources has caused large nuaflwenflicts and violent wars (Table
1) on the African continent (Lwanda, 2003), alonghwwidespread looting of the
resource earned revenues by both the politicalgsagind the so-called ‘rebels’ (Ross,
2003). This is evident in the Sudanese conflittese the Chinese investment of more
than $8 billion in the country’s oil resource aheit subsequent arms and ammunitions

supply to Sudan to protect their own interest madfl fields have resulted in widespread
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corruption and violent clashes and a downward HBipigaof the Sudanese economy

graph (Durrant, 2006).

Table 1: The year of origin of the various conflicts irriaé that stemmed
from the natural resources of the countries.

African Year of conflict
: L Natural resource
countries initiation
Algeria 1992 Fossil fuel like gas and oll
Angola 1975 Fossil fuel and diamonds
Congo 1993 Copper, uranium, cobalt, diamonds, gold
Liberia 1989 Iron, diamonds
Nigeria 1992 Qil
Sierra Leone 1991 Diamonds, rutile
Sudan 1983 Fossil fuel

Source: Lwanda (2003: 1-5).

The Cold War, characterized by ideological andttaral conflict between the
United States and USSR, ended in 1991, and wittame to an end the bi-polar
international order and power balance. The endhef war also heralded various
changes and constraints for the newly independaahtpastcolonial African countries.
“The absence of any major ideological contestatietween the East and the West
failed in the short-term to generate the anticipafeeace dividend" for several conflict-
ridden and war-devastated African states. The ptatlof armed conflicts, civil wars,
and brutal struggles for control over the finanecatenues and territories of ‘blood
diamonds’ have exacerbated Africa’s postcoloniacieeconomic and political
problems” (Orogun, 2004: 151). The various armednskhes and the in-border
terrorist/rebel attacks for gaining control ovle thatural resources have resulted in
terrible conditions for the general citizens ofs@e&ountries, while also spelling disaster
for some of the neighbouring countries of the vean regions of Angola, Sierra Leone,
Sudan, Congo and Liberia. The result of these mtotmnflicts, that were primarily

started, sustained, aggravated and financed byn#taral resources, is political
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instability and the increase in continual regiomadecurity. This is evident in the
“intensification of border states’ hostilities arftetacute political instability of many
states in southern, central, and western Africdmrsgions” (ibid). Thus, we find that in
the present post-Cold War era, the African coustrage facing various intricate

situations and challenges, stemming from thesaaatesources.

The term ‘blood diamonds’ specifically refers te ttones that are mined and
exported from certain regions in the sub-Saharah qgfaAfrica that are reeling under
violent armed conflicts. Various rebel factions,uiggent tribal lords, and dissident
soldiers, often start these violent armed conflantsl use the proceedings from the
illegal sale of the ‘blood diamonds’ in order ta geore arms and ammunitions, leading
to political destabilization and cross-border raiiit raids, with “a major humanitarian
refugee catastrophe” (Orogun, 2004: 151) as eviderstome parts of Africa. The
‘blood diamonds’ form a significant part of the Wwbdiamond sales and Kate Dunn in
her article informs that the “blood diamonds représ4 to 15 percent of the world's
$6.8 billion annual diamond production. The stoaes mined by rebel groups to buy
guns and fund wars against democratically electetiernationally recognized

governments.” (Dunn, 2000: 1).

Four sub-Saharan countries in the African contittve become a major area
of crises in this diamond-based conflict, and thesethe countries of Angola, Liberia,
Sierra Leone, and Democratic Republic of Congost&@uned interstate and intrastate
armed conflicts have been initiated and also latanted for prolonged periods, simply
for the lure of capturing and controlling the ficgally lucrative, diamond producing
mines. In case of Angola, which has been facingewiocivil wars right from the mid-
1970s, proceedings form the illegal sale of theddl diamonds’ were extensively used
“for UNITA offensives that in the 1990s elevatedgdta's civil war to a new plateau of
savagery. At Andulo, UNITA’s headquarters in theatcal highlands of Ango, Mr.

Savimhi personally haggled with arms merchantschachond traders who flew in from
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Europe. He bargained using small bags of diamoeash of which contained several
million dollars’ worth of gems”; according to Robé&owler, the Canadian ambassador
to the United Nations and chairman of a committes investigated violations of the
embargo against UNITA (Harden, 2000: 4). Here ivasy clear that the situation is
indeed very grim, in post-colonial Africa, and th&tural resources instead of elevating
the economic conditions of the countries and impr@uvhe living conditions of the
general people, are instead striving for just tpposite. Here it must be noted that
USSR and US held the aforementioned four counaisesf great significance during the
Cold War era and considered them as major strapagits in the conduction of the war
related operations. After the end of the cold wahwhe breakdown of USSR, and
subsequently US losing interest in the African oradj there was a complete dissolution
in the ruling order, criminalization of the statatlzorities, de-nationalisation in the
arena of collective national security, with ensuiagcial disorder and conflicts.
However, amidst this picture of conflict and disemdhere are some countries that have
taken positive steps and achieved strong economowtl and a stable national
condition that promote growth and development. Quems like Senegal, Nigeria, post-
apartheid South Africa, Kenya, Botswana, Tanzaamt Ghana, despite their natural
resources have fared well, with strong democraiieeghments, competent governance,
and effective regulation by the enforcement agendi¢hile at the same time we find
that some countries have suffered violent armedicts) fragmentation of the states, or
the complete breakdown of the central governingidmdas in the DRC, Rwanda,
Liberia, Sierra Leone, Ethiopia, Sudan and Som#hile some of these conflicts were
based on religion, ethnic clashes, communal vi@ermnd regional differences, the
major clashes were for the control and dominiorthaf economic resources like oil,
gold, copper or diamonds. Many of the internalestainflicts have permeated into the
neighbouring countries and have taken the form wmfespread regional wars with
possible international aspects and involvementasTWe find that the natural resources

when “mined responsibly, as in Botswana, South c&fror Namibia, diamonds can
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contribute to development and stability. But whgosernments are corrupt, rebels are
pitiless and borders are porous, as in Angola, GamgSierra Leone, the glittering
stones have become agents of slave labour, murdsmemberment, mass
homelessness and wholesale economic collapse” ¢HaRd00: 1).

The large instances of violence and bloodshed eaisding poverty precipitated
by the ‘blood diamonds’ in many of the African ctiigs led to the formation of the
UN backed Kimberly Process Certification Schemeictvihopes to stop the trade in
illegal diamonds. Along with the illegal trade, tdeamond mining industry in Africa
also suffers from a lack of transparency within theders called, and the subsequent
bidding processes for the mining procurement. Therwdso a complete malefaction of
the revenues earned from the natural resourcaintgto the public fund diversion into
individual accounts, leaving citizens in abject gy (Eshelby, 2004). The public fund
diversion has resulted in almost non-existent indests in basic infrastructure and
public services, leading to a significant loss umfan resource development, and which

in turn has made these countries completely depermateforeign aid at all times.

According to the UN Security Council, it is fromngola, Sierra Leone, and
Congo, that the conflict primarily diamonds origmaAll the three countries are rich in
natural resources yet show poor economic growtthdr2010 GDP list provided by the
World Bank, we find that Sierra Leone ranks “164nd the DRC ranks 1TZWorId
Bank, 2011). From these figures, it is quite clémat the two countries, Sierra Leone
and the DRC, have failed to use the earnings fiwgr hatural resources in developing
their social infrastructure and economy, allevigtpoverty, and creating a sustainable
development trajectory. Yet other countries liketdaana have proven beyond doubt
that diamonds can help in economic growth and dgveént and poverty alleviation.
For the last 25 years Botswana, has persistentgrded high growth rates that is
almost comparable to the growth rates seen indheesf the emerging economies in

East Asia, like China and India.
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2 Methodology

Any research work is actually a procedure of aagi systemic enquiries on a
certain chosen problem that ultimately leads to dbeception of new knowledge on
that particular subject (Graziano & Raulin, 200%).2Since my topic deals with
diamonds and the associated conflicts and insti@iilialong with the issues of poverty
and poor socio-economic conditions in the Reso®icd (RR) countries of Africa, it
seeks to explore an area that is complex and higlaollglematic in nature. It will thus be
a ‘systematic inquiry whose objective is to providee information that will
allow...problems to be solved’ (Blumberg, Cooper, &wthindler, 2005: 20). Here the
problem is related to the misuse of the naturadueses, specifically diamonds and the
revenues earned from them. This misuse is mosslycgated with criminalisation of the
state authorities, widespread corruption, and a&gnneffectiveness of the governing
bodies and the law enforcement agencies. Howeeee tire some deviations, where we
find that some of the African countries have indeeghaged to control their natural
resources quite effectively, leading to elevatidntlmeir economic conditions and

general elevation in the socio-economic welfare.

In order to arrive at a workable solution for Hisove stated problem issues, my
paper will follow the research process methodolagyutlined by Graziano & Raulin,
which is represented in the flow chart given belowigure 1. Their procedure is based
on observation and rationalism, or reasoning thincargalysis. Here the whole systemic
enquiry starts with the generation of idea (the ag@ment question), which is often
initiated through personal experiences (me beingaad internet user) or other’s
research work (studying books, magazines or astiote the subject of web marketing
and the social media platform). Once the problem len defined and the research
questions framed, the procedure design starts. tthdesection many journals, books,
articles, and governmental publications, will bedstd to comprehend the intricacies of

the African diamond trade, and the fallacies thrat associated with it which leads to

16



widespread poverty and poor social conditions despiaving extensive natural
resources. Various data will be collected and a®alyfrom the different governmental
and other organisational websites, e.g. the UNtaedWorld Bank to understand the
scope and nature of the diamond trade, and alsmah&e of the various problems

faced in this process, in the context of the Afmicantinent.

Figure 1: Research process

Personal Other’s
experience research

Initial
idea

Problem Procedures
definition design

Observation

Data
analysis

Communication |« Interpretation |«

Motivating other
Research works

Source: Graziano & Raulin (2009: 40)

As for the research process shown by Graziano @liRawhere interpretation
of collected information and data plays an impdrtesie in the research process
methodology, this paper will be qualitative in nmatuMariampolski in 2001 had
observed that qualitative methodologies in the &inof social research papers could
be both, probationary and discursive in natureséld, “It is best suitable when little is
known about a product, category or respondent gasuphen the researcher wishes to
expand the current state of knowledge...” (Mariamkip8001: 23-24). Therefore, this
paper is best suited to be qualitative in natumces| wishon the ‘current state of

knowledge’ to further develop on it. Data colleatiom the various books, journals
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and websites, will show the empirical or inductheture of the research methodology.
Using the inductive or empirical line of reasonimige can easily derive “conclusions
from one of more particular facts or pieces of emick. The conclusion explains the
facts, and the facts explain the conclusion” (Blengh Cooper and Schindler, 2005:
23). The research makes use of secondary data wistide various strategies and
approaches used in diamond mining and trade, sejutyrts tables, and survey reports,
the qualitative approach for the reason for thestas it best ensembles for the aims

and objectives of the research.

2.1 Problem statement

The poor socio-economic growth and developmemhast of the resource rich
African countries has been mainly stemming from masagement of the natural
resources, corruption and ineffective governandaisTa majority of the sub-Saharan
nations, especially the ones that are rich in mhttegsources, suffer poor economic
growth and poverty with low GDP, and fall in thenka of the low-income countries
group by World Bank ranking (Charts bin, 2011). Thealth and education in these
countries continue to reflect extremely poor stadslawhile basic public services like
availability of clean potable water and electricitgmain poor or are sometimes
completely lacking; while unemployment also remaimgh, forcing many of these
countries to face the humiliation of surviving arternational aid (AlGathafi, 2005: 30-
37). Many experts contend that years of colonild amnd slave trade created a situation
that marked the beginning of poverty and underagraknt for the African nations.
However, a look at the world around shows that memyntries like Australia, New
Zealand, and India that have been subjected tagestof colonial rule have moved far
ahead of these African countries, despite somaeyhtgaining independence quite late
in the twentieth century (Oluwatuyi, 2004). There ao doubts that colonial rule and

slave trade did work towards destroying the wealttd human resources of Africa, the
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actual reasons for the present state of affaissdlsewhere. A closer look reveals that
the institutional deficiencies in the present ecoimoand regulatory machineries in
many of the African countries promote incompeteitythe leadership that tends to
become more predatory in nature. Such conditiong h@advertently proven to fertile
breeding grounds for corruption, lack of transpayerand accountability, weak
governing bodies and social structure and a comdek of any rule of law (Blustein,
2006). Thus, here the main problem question ispitkeshe presence of large revenue
earning natural resources (like diamonds) in theicAh countries, why are there
perceivable differences in the economic growth social development of the nations,
with some countries showing poor growth (Sierra nedo while other countries
(Botswana) showing significant improvement in thegonomy indicators, using the

same natural resources?

2.2 Aims and objectives

It is certainly not acceptable that the Africarios should persistently depend
on assistances from the international communityké®p a sustained economic
development and alleviate poverty, and sustainettaomic growth in the continent,
while the revenues accrued from its own naturabusses are constantly mismanaged
and looted, by the corrupt political leaders andeotcriminals. The present crisis
demands that the African nations and their leader&stablish astringent policy
framework where it can use the natural wealth wmttble economies, with specific
objectives of poverty alleviation, and human reseutevelopment. This paper explores
the above issues in the context of the diamondetmadhe African states (focusing on
Botswana and Sierra Leone) and their failures amctesses. The study aims at
providing a groundwork for the framing of more etige policies on good governance,
monitoring, accountability, transparency, and th@nagement of the natural resource

(diamond) generated revenue. The paper aims tada@vdirection in the arena of the
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diamond trade that would facilitate to find measuie@ the optimal use of the revenues
generated from the diamond industry and achievelsdevelopment and justice, while
ensuring long-term economic growth, decrease ireggvand political stability of the

African nations.

In order to achieve the aims and objectives of 8tudy it was necessary to
conduct literature review. This was undertaken imeo to facilitate a deeper
understanding of the topic itself and of all theuiss relating to this matter. A study of
the existing body of work was carried out via amelicomputerized library catalogues,

several on-line search engines, reputable jouaralsconventional texts.
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3 The world of diamonds

“Diamonds are forever” it is often said. But livase not.

“We must spare people the ordeal of war, mutilasi@md death for the sake of conflict
diamonds.”

Martin Chungong Ayafor, Chairman of the Sierra hedanel of Experts
(United Nations, 2001)
3.1 What are diamonds?

The life on Earth was still in its infancy, whemseof kilometers deep in the
active volcanoes, under unimaginable pressuresmpeératures exceeding thousands of
degrees Celsius a small miracle began to form.vbleanic eruption spewed it out onto
the Earth’s surface, where it quietly slept forliils of years. Until one day a scraping
was heard — at first, irregular as people werengryo dig it up with grazed hands and
primitive tools, later on regular as the excavatwese biting into the land. And then,
when this miracle of nature glittered in the surgs for the first time, the first thing it

could ‘see’ was a beaming human face. Come and timediamond.

Exotic and rare, diamonds are perhaps the mossure gemstones on Earth.
Diamonds glitter and dazzle with its exquisite bhgaBut what exactly is a diamond
and why is it so special? American Museum of Nattiigtory defines diamond as:
“Carbon in its most concentrated form. Except facé impurities boron and nitrogen,
diamond is composed solely of carbon, the chenalgahent that is fundamental to all
life.” In mineralogy, “diamond is the allotrope a@farbon where carbon atoms are

arranged in an isometric-hexoctahedral crystatkatt

But diamond is distinctly different from its closeusin the common mineral
graphite, which is also composed of carbon. Whdiasnond the hardest surface known
while graphite is exceedingly soft? Why is diamamadnsparent while graphite is

metallic black? What is it that makes diamond smue? The key to these questions
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lies in diamond’s particular arrangement of carladoms or its crystal structure, the

feature that defines any mineral’s fundamental erogs.

Today diamonds symbolize wealth, durability, statand peerless quality.
Across time and cultures diamond has also beerciassd with wealth, power, healing,

protection as well as conflicts and wars.

Diamonds are carbon derivatives formed by geoligicocesses taking place
within the Earth’s mantle almost 150 kilometersowethe surface. The molten lava or
magma carries the diamonds to the surface ases,rsnd erupts in small volcanoes.
Beneath such volcanoes are ‘pipes’ (carrot likehape) that are filled with pieces from
the earth’s mantle, volcanic rocks, along with émbedded diamonds (Tamm, 2002).
These pipes are known as ‘kimberlite pipes’ aftémierley in South Africa, a city
where the volcanic ‘pipes’ were first discoveredaronds are usually found in nature
in two basic forms. They are either found as kirteepipes which are excavated by
digging a hole into the pipe’s mouth and then lgptime shafts near the pipes; or they
are found as alluvial diamonds, that is, in degofirmed when the ‘pipes’ erode.
Alluvial deposits of diamonds are found in the foohsurface scatterings generally
located near a pipe, in river channels, and inghtaicoming in from the rivers that are
moved by the waves along the seacoasts. Suchalldi@mond deposits, especially the
ones found in the riverbeds, are very easily obthirand need almost no investments
and no mining techniques (ibid). Until the ninetiecentury, diamonds were primarily
found in the riverbeds in Brazil and India, thusigg a monopoly to these countries in
the global diamond trade. However, with the discpvef the diamond deposits in
South Africa in the year 1866 changed the entienado while also increasing the

world’s total diamond supplies.
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3.2 The diamond industry

3.2.1 The DeBeers cartel

In the history of the diamond industry, one comphayg persistently maintained
its top position, is the De Beers, which was fouhae1880 under the co-ownership of
Cecil Rhodes. In 1881, Rhodes managed to procurereopoly on the Kimberley pipe
way of diamond production and soon a kind of syawic comprising of ten of the
largest diamond traders in South Africa, was forniHtese traders received a certain
percentage of the De Beers’ diamonds in exchangenfoket data to ensure that the
company maintained a constant yet controlled supplyhe subsequent years, though,
De Beers maintained this system; more than a hdndiamond merchants and
manufacturers from all parts of the world, with cfie objectives of matching the
supply and demand global score, later replaced otiiginal ten members of the
syndicate. Even at the turn of the twenty firsttoey, we find that De Beers is at the
helm of the global diamond trade, with nearly twiods of the average annual supply

of the rough diamonds coming through them (Gor@0g.1).

The rough diamonds that come from the mines pasisesigh the five
processing steps. The first stage, which is theingiand the buying of the rough
diamonds, the “De Beers plays a dominant rolewih® some 40 percent of diamond
mines and regulates world prices with a large ltgteck of unpolished diamonds. This
buffer-stock is managed by the Central Selling @izition (CSO), which purchases
approximately 70 percent of the world gem miningpoti’ (Goreux, 2001: 2). During
the next step, the rough diamonds are sorted aogptal their qualities and sizes in the
various diamond centres, before being bought bylthmond manufacturers. Nearly 50
percent of the polished stones and 80 percenteofdhgh diamonds pass through the
diamond centres located at Antwerp (Belgium), wbileer diamond centres are located
in Mumbai, Lucerne, London, Tel Aviv, New York, Daiband Johannesburg. During

the third stage, the rough natural diamonds areacoording to the desired sizes and
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later polished. The natural diamonds that are reapensive are generally polished in
New York, while the other diamonds are sent to Mamdnd its adjoining areas to be
cut and polished accordingly (ibid). The fourthgetas the setting of the stones in

jewellery; while the fifth stage is the marketingdaselling of the diamond jewellery.

A rough estimate as given by Goreux (2001) shosviha huge profits that can
be made in the diamond trade. He states that i@9.1&ugh gem diamonds purchased
at mine gate were valued by the Mining Journal 78 $illion. Diamonds sorted and
polished were sold to jewellers for $14 billion.eThalue added by jewellers in the form
of labour, gold, platinum and stones other thamdiads was estimated at $14 billion,
bringing total production costs to some $28 billicdith a 100 percent retail margin,
the value paid by consumers for diamond jewelleag wstimated at $56 billion” (ibid:
2). Therefore, we find that large-scale profitst tb@n be made from the diamond trade,
most of which comes in at the last or the fifthgstahat is the marketing and selling of

diamond jewellery.

An estimated 41 percent of the total world diam@naduction originates from
the African nations like Namibia, South Africa aBitswana, Figure 2, where De
Beers, is once again the major market player. Aaro®3 percent of the world’s
diamond production takes place in Australia, Caretth Russia. In the aforementioned
six nations that account for nearly 74 percent oflevdiamond production, the stone
extractions take place from the kimberlite pipestHese countries the technology for
diamond extraction is highly mechanized, the miaeswell protected, with high end
security. The De Beers Company holds a large stfatee kimberlite mines, especially
in Africa, and a large share of diamonds is soldl thie Central Selling Organization

(CS0), another segment within the De Beers Corjmorat
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Figure 2: List of top diamond-producing countries worldwide

I Largest diamond producers
2009, carats, m _
'n"al-.le:_sm_
1] 5 10 15 20 25 30 35
Russia I 2
Congo I 226
Botswana | 1,437
Avstratia | 313
angola
Canada ] 1,475
South Africa | B86
Namibia [ | 409
Zimbabwe | 20
Guinea [ | 29
Sierra Leane ] 78 |
Ghana | 7
cnvataticn | ;
Tanzania | 25 |
Guyana | 15 |
Source: Kimberley Process

Source:_http://www.economist.com/node/1675823@\ug 2010).

It is clear that De Beers has created a strongloaithin the diamond industry
monopolizing the trade which carried on for 70 geand which finally broke in 2000
when the diamond producers in Australia, Russid,@nada decided to sell diamonds
outside the De Beers cartebr years before the monopoly was broken, the dmmo
producers preferred using the De Beers channedl @gated price stability and hence
decreased any investment related risks, while DerBalways supported exploration in
new arenas. This suited the cartel, as it was @bleontrol the diamond prices at
favourable rates owing to their monopoly over thantbnd supply route, and the
consumers with a lack of other alternatives, wenedd to buying from the cartel
members. Edward J. Epstein’s in his article, “H&wo&l Ever Tried to Sell a Diamond?”
gives a detailed insight into the De Beers marketind advertising campaign that over

the years managed to convince the US consumerghiamall carbon bits are actually
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“inseparable part of courtship and married life982: 25). Epstein contended to hold
on to its monopoly De Beers decided to create hsidn that signified that the
diamonds were ‘forever’. In a 1938 a strategy wasited where it was decided, “That
through a well-orchestrated advertising and publielations campaign it
could...strengthen the association in the public’sidnof diamonds with romance.
Since “young men buy over 90% of all engagemengsiinit would be crucial to
inculcate in them the idea that diamonds were tajifove: the larger and finer the
diamond, the greater the expression of love. Siigjlayoung women had to be

encouraged to view diamonds as an integral paahgfromantic courtship” (ibid: 28).

By the late 1990s, it was seen that De Beers nemhé&m stock diamonds that
were almost equal to one year’s worth global diagnproduction. Holding this large
stock as buffer and promoting the sales by thecg¥ie marketing strategy “A Diamond
Is Forever” (created effectively in 1947) was swstel, but it proved to be too
expensive for De Beers, while also acting bendficiathe some of the free riders that
soon turned into rival organisations (Kretschme398). This forced De Beers to
change their strategy recently where they shifigdyato vertical integration (from the
mines to the diamond jewellery segment that aregosold under De Beers name) from
the previous strategy of horizontal integrationttaemed at complete market control
through monopoly of diamond production, and strangrketing (Goreux, 2001).
Consequently, De Beers let go of its monopoly awer global prices of the rough
diamonds, and their buffer stock was decreased f&&billion in 1998 to $4 billion in
1999 and to less than $3 billion by June 2000, Wisaclose to the $2 billion needed as
working stock. With this new strategy, De Beers toagroject a different image and the

cartel manager is now called “the Supplier of cabdiabid: 4).

The other form of diamond extraction is the aléiviorm of mining which is
generally artisan in nature. Artisan mining is bgly a small-scale mining more in

vogue in the rural and remote location sand predtlzy “a largely itinerant and poorly
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educated population with few other employment alives” (Goreux, 2001). Without
any legally defined or state authorised regulatoaynework to enforce guidelines, a
major part of this form of diamond mining is contkd illegally. Presently at an
average count almost “13 million people in aboutc8Qintries across the world are
small-scale/artisan miners, with about 80 millien1t00 million people depending on
mining of gold and precious stones for their likelbd” (ibid). The miners along with
their families, owing to the illicit nature of thredperations, get minimal salaries while
working under harsh conditions. Here the diamontlaekon, processing, and selling
methods are completely basic, while working coodti tend to be unhealthy,
dangerous, and unpredictable, with very low wagdgssides, these poor working
conditions the living standards of the workers #meir community hygiene standards
are extremely poor, and this small-scale form @imbnd mining is often seasonal in
nature, yet some of the workers that reside inethesnote and backward areas are
forced to view it as their source of life-long imge. During the off-season period, some
of the agricultural labourers turn into mineworkdrshopes of getting some relatively

expensive minerals, like diamonds and gold (ibid).

Such form of seasonal mining leads to an accumoulaif a large number of
artisan miners in particular zones which howevenas long lasting, and the already
existing population is further supplemented witle thew arrivals that come for a
temporary time-period. Since the new immigrants nd work for short-term periods,
their mining processes often lead to serious damé&gée¢he surrounding environment,
and a large part of the real economic potentidhat area is actually destroyed, owing
to a lack of governmental supervision, and abseheeregulatory and legal framework
(Goreux, 2001). There is no appropriate enforceroétite labour laws, and often there
are rampant instances of child labour; and owintpéolow salaries the civil servants (if
present), kept for regulating and supervising theimg processes, quickly fall prey to
corruption. In the conflict diamond zones ‘law emfEment’ is completely under the

rebels, as they take charge of the diamond trades,Tunder the present scenario we
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find that in the diamond trade, in one hand ther¢he strong cartel of the DeBeers
(though now much weaker) corporation that decitdesdiamond prices mostly in their
own favour; and on the other hand, some of the dimirmines are under the control of

the rebels that majorly constitute the trade inda diamonds’.

3.2.2 Debswana

Debswana Diamond Company Ltd., in short Debswasaa igiant mining
company located in Botswana and is the world’s ileagroducer of diamonds by
value. Debswana is a joint venture between the movent of Botswana and the South
African diamond company DeBeers. Each party ownspé&ftent of the company.
Debswana was formed as the DeBeers Mining Companyume 23 in 1969, after
DeBeers geologists identified diamond deposits r@p® in the 1960s. Over the next
years, the government of Botswana increased itsemship stake from an original 15
percent to a full 50 percent. In 1991 the compahgnged its name to Debswana
Diamond Company Ltd. and moved its headquarter&dborone, the capital city of

Botswana. (Debswana, 2011)

Debswana owns and operates four diamond minesntrat Botswana as well
as a coal mine. There are no private diamond mimipgrations in Botswana. All
diamond mining in the country is controlled by Debgsa. The diamond mines are:

= QOrapha diamond mine, opened in 1971.

= Letlhakane diamond mine, opened in 1975.

= Jwaneng diamond mine, opened in 1982.

= Damtshaa diamond mine, opened in 2002.

Diamond mining activities have fueled much of thewth in Botswana’'s
economy, allowing it to grow from one of the podresuntries in the world after its

independence in 1966 to a “middle income” natioithw13,604 per capita income in
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2009 (Human Development Report, 2009). Debswarea key player in the national
economy of Botswana, producing in excess of 70 g#rof Botswana's export
earnings, 30 percent of GDP and 50 percent of gowent revenue. Debswana is the
largest non-government employer in the country, legipg approximately 6,300

people (Debswana, 2011).

The markets showed great improvement in 2010 #fteproduction almost
halved in 2009. “In 2010, Debswana production iasezl to about 22.2 million carats
from 17.7 million in 2009. Carats sold were 23.9llioni, with total sales of $2.68
bn. The revenue improvement was a result of thereasein prices after
the 2009 downturn” (Debswana, 2011). The high valeeweight of diamonds mined
by Debswana has made the company the leading popdficiamonds by value in the

world.

3.2.3 Secrecy in diamond trade

The worth of a diamond is characterised by theated “the four Cs” — cut,
colour, clarity, and carat (Smillie, 2002). Anothegry important characteristic of a
diamond is the secrecy that shrouds its origin athegr processes within the entire
diamond industry. As Smillie frames it, “Almost eything about the diamond industry
is secretive, from the agreements between De Bmw®isAfrican governments at one
end of the spectrum, to the movement of a few stomeross Hoveniersstraat in
Antwerp at the other. At the high end of the chdie Beers and other mining
companies make their profit on the mystique andtenysof diamonds, and the detailed
workings of a cartel are, by its very nature, sieeé (ibid: 26). It is for this very
reason that De Beers has been barred by the UBeliBtpartment under anti-trust
laws in the US as there are charges of illegal dradel price-fixing against the

company.
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Within the diamond industry security has alwayerbat forefront, there are
innumerable cases of pilferage diamond thefts ftbexmining sites, while organised
and large scale theft and cases of violent actalacenot very rare within the industry.
So to deal with these dangers, especially in cakemall companies, the movement of
diamonds is kept as much as secretive as poskibte. some of the major transactions
are conducted simply of the basis of trust, andandizds worth millions of dollars are
transferred from one agent to another, withoutking of paper work. De Beers shows
the boxes of the diamonds (preselected and witfixpce prices) to the ‘sight holders’
and the ‘sight holders’ abstain from bargainingn@ly by putting in their trust on De
Beers, as regards the price and quality of theestolfi they did not like it they had to
find some other diamond sources (this being unjiked De Beers owned most of the
mines, or were in some sort of understanding vhth dther owners) and this system
was in vogue, until recently, when De Beers finddigt its monopoly (Smillie, 2002).
In fact, until recent years, there were no avadahinted price lists for diamonds, and
in 1978, when Mr Martin Rapaport, created a diamprck list and got it published for
the first time, it created a huge storm of debatdke world of diamond industry (ibid).
The lack of transparency in the diamond industrkesat exceedingly difficult for one
to know the exact business volume and value ofnapemy or differentiate between the
conflict and non-conflict diamonds. Many of the mi@nd dealers are well-established
in Africa for many generations, and with a lackeffiective governmental regulation in
some of the African countries, they have managedotm their own routes and
connections that allow them to easily mix the dehfliamonds with the legitimate ones
(ibid), and owing to the secret nature of the trddeer identification of the conflict

diamonds is almost impossible for the law enforaeinagencies in other countries.
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3.3 Inadequate government control

As we have seen in the previous section a lackad#gquate government
regulation facilities in the illegal diamond tradehis is very evident in the Congo-
Brazzaville areas where the lack of governmenttiaity has facilitated in the illegal
diamond trade. It has been seen that for many yharZaire/DRC diamond trade was
determined by the amount of diamond exports madeiple via the Congo-Brazzaville
route. Congo-Brazzaville is a country that has mménd mines of its own, yet it
determined the fate of the Zaire/DRC diamond trddeluly 2000, the DRC gave an
Israeli firm, International Diamond Industries ()Dthe right to monopoly on the
diamond exports, 30 days after the signing of thee@ment. In August, just prior to
monopoly coming into effect, practically no diamsendere imported from Congo-
Brazzaville to Belgium. However, from Septembesg figures suddenly skyrocketed
and almost 427,000 carats were exported, and wititennext few months, almost 2
million carats were exported from Brazzaville tot&erp. The norms and regulations
for diamond export are less stringent in the Repui Congo that has no diamond
mines, thus making the export duties on the diammdade much less here than in the
DRC, and allowing the diamond merchants in the uRép of Congo to pay more
prices for the rough diamonds. After the monopaodyne into effect, the diamond
exports form Brazzaville to Antwerp shot up rapidigd went up from $1.5 million
each month prior to the formations of the IDI-Comgonopoly to $25 million each
month, once the IDI-Congo monopoly came into effd@ttis is owing to the fact that
failed efforts by the Kinshasa government to brmnger control the diamond trade have
resulted in the diamonds being smuggled into thghteuring Brazzaville (Smillie,

2002).

There is another illegal route, which takes therainds to the Central African
Republic from the DRC, however, in this case, thenker country has diamonds of its

own, and these are mostly conflict diamonds ordbdldiamonds’. From here the DRC
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diamonds are then sold along with the Central AfrRepublic diamonds as local
stones, thus, we find that the conflict and nonfecirdiamonds are mixed without any
traces of their actual origin (UN Security Couriggport, 2001: par. 119: 23). In this
context, Smilie tells us that the “importers fromaBzaville, Gambia and other non-
producing transit countries, so the industry arguingees, are not breaking any law — at
least not any Belgian law. While the diamonds migbit be clean, there is no embargo
on Gambian or Congolese diamonds, so at the vergtwtbese are simply goods whose

origin cannot be determined” (Smillie, 2002: 28).

In addition to the fact that a high value is gafigrassociated with these stones,
and there is a lack of accessibility of these sfanesome countries, the diamonds are
also highly portable in nature, therefore, makihg@ven easier for smuggling across
borders. Diamond are small, can be easily hiddehcannot be detected by any metal
detector and many diamonds at one go can be carmisdall pouch. The customs
section in most non-mining countries do have a dianexpert in their customs
departments, and even there is one for the pumpiche stone valuation, and not for the
sake of identification, thus allowing for the diantis to pass on, unchecked, for their
conflict status (Smillie, 2002). Though some of tdmmond producing African
countries like Namibia, South Africa, and Botswahaye stringent regulations and
norms for licensing the products, most of the camsmunations like US, lacks any kind
of regulations for identification of the conflictames, in reality there is no supervision

over what a dealer actually buys and later sddisl)i

There are three dimensions in the matter of cbntrer the diamond trade.

1) The issue of control in the diamond producingrdges In most of the diamond

producing nations, especially the ones in Afrib&ré are almost no checks on the trade.
In the case of Sierra Leone, there are some regudatn place, yet the government
cannot guarantee that the rebel group Revolutiobaited Front (RUF) are not mixing

or laundering the conflict diamonds into the leghhnnel. There is also no guarantee
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that some of the ‘blood diamonds’ are not being gged into legal channels of the
Guinean diamond trading system. There are alsoginewidences that the conflict
diamonds are mixed into the Liberian and Gambiannkls, and Gambia, is a country
with no diamond production of its own, yet with ighnhdiamond export records, and no
legal controls to check the system (Smillie, 20@%.regards management and control
of diamonds Congo-Brazzaville, Liberia, the DRGgr& Leone, Guinea, and Gambia,

and many others have been facing issues in diammamdgement and probity.

In this African scenario, South Africa reflectsoéimer side of the coin, where we
find that the country has stringent diamond tragtgikations in place. As Smillie (2002:
29) tells us, “There are, on average, a thousarestar each year under the South
African Diamonds Act, and virtually none — wheramionds are concerned — under the
criminal code. lllicit diamonds have always entetkd country, however, from other
places. All that is needed, it seems, is a smalgland a dummy South African mine,
for South Africa to constitute a ready opportunity laundering another country’s
diamonds. Smuggling diamonds into and out of Séditita is not new.” Thus, we find
that even though the regulations are in place thegglers have found out ways to
bypass the legal systems. In 2001, a UN Expert|HReygort states, “Coltan, diamonds
and gold from the Democratic Republic of Congo beeng smuggled into South
Africa, either through its porous northern bordertlorough its 4,000 unmonitored

airstrips”(UN Security Council Report 2001: par91Q1).

2) Controls while exporting diamondgntil recently, one could never be sure whether

the stones that were sent out as export produmts & diamond producing country are
the same as the ones that arrive in a consumed lmsentry. Thus, there were no
guarantees that the conflict diamonds could noammalgamated with the legitimate
diamonds travelling on the ship en route to a datitn country, especially the ones
that are not guarded well. One major window of afpputy exists in transit countries.

As Smillie furthermore tells us that “Until 2001angels of diamonds could be opened,
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mixed and re-invoiced in Swiss free trade zonethaut any government oversight or
documentation” (2002: 29-30). Even though Switzedldas modified the regulation
related to this particular issue in diamond tradid & better system for keeping a tab
on the diamonds, still the packets can be oper@dlict diamonds added and a new
invoice tagged, and it can take pace almost angevimethe world. Since there are no
international treaties on these matters, any otile bad intentions of hiding the origin

of the conflict diamonds can do so with almost asdtes.

There are at present three certification systdras dffer a part solution to the
issue of re-mixing of the conflict diamonds whileitg exported. Belgium’s Diamond
High Council has devised a measure with the govemsnof Sierra Leone, Guinea, and
Angola, where it ensures that the diamond packbhgex) exported are the same ones
that come into Belgium, and function as voluntaiatbral treaties among the three
African countries and Belgium. Another certificaticss the Kimberley Process which
seeks to curb the illegal trade in diamonds, walldiscussed in detail in a later section.
In July 2001, the Guinean Delegation produced & ertificate of origin, and has
requested other countries to block the importatbbrGuinean diamonds that do not
have the certificate. The EU countries have, howenet taken this certificate into
consideration, therefore the Guinean certificaterggin has no backing by the present
trade related treaties and regulations as are ftabyethe WTO, thus making the

certificate almost meaningless within the arenmt&rnational law.

3) Controls after reaching the first point of deation the third area that lacks a

stringent government regulation is in the consuaoemtries, once the rough diamonds
have reached from the diamond producing nationswAshave already seen, it is
extremely difficult for the governments to ascertathether the rough diamonds that
are being imported into their country are the oteg had been actually sent by the
producer countries. Belgium, with its stringentrdand controls norms, has seen the

entry of conflict diamonds that are worth billiorg dollars, falsely declared as
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“Liberian” diamonds (Smillie, 2002), where the awtities ignorant of their actual
origin simply let them pass. Once having crossedpbint of import entry, the next
steps are easier and there are always takersdorotids, even after knowing that they
are conflict diamonds. Journalists that researahiedcases of conflict diamonds within
the US and UK always have some person who is réadyy the ‘blood diamonds,’
even the stolen ones. Except for South Africa tinakes it necessary for anyone
possessing rough diamonds to have a permit, mdaseafountries do not have any law
that is so stringent. Most countries, have no fragkystem for diamonds, have no legal
requirements for keeping written records for trgdim diamonds, there are no systems
audit, and very few specialized units of law enéonent agencies to tackle diamond
smuggling. There is a complete lack of statistatatla related to the international trade
on diamonds. Though Belgium “produces summary impod export data, and some
statistics are available for other countries, lmutrhany producing countries, there are
no public statistics whatsoever” (ibid: 31). Thosging to research on conflict
diamonds are usually faced with a dilemma wherg tieve to depend on basic and
crude data type that is unreliable, thus showing dthfficulties in the nature of
conducting primary researches in this line. Herallfgngives an example that shows
the unreliability of the available data. He stdtest the “Belgian statistics show imports
from many countries that do not produce many diafsdpor in some cases, any at all):
e.g. Congo-Brazzaville, Gambia, Uganda, Zambia, iRl@aIn other cases, they show
imports that are far in excess of official prodantistatistics — from Guinea, Cote
d’Ivoire and elsewhere. In the worst case, Libeaiapuntry that at the best of times has
never produced more than $10 or $15 million woffttow quality diamonds in a year,
was shown as exporting $2.2 billion in rough diad®to Antwerp between 1994 and
1999” (2002: 31). Thus the statistics, which amited in nature, also tend to be
unreliable revealing the large-scale disparitied amomalies within the global diamond

trade.
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3.4 Conflict diamonds (also known as ‘blood diamonds’)
“It has been said that war is the price of peace.gofmand Sierra Leone have already
paid too much. Let them live a better life.”

Ambassador Juan Larrain, Chairman of the Monigphtechanism on sanctions against UNITA
(United Nations, 2001)

Diamonds, which had been always marketed as repiiag purity, now have a
rather tarnished image by news that reveal thaingain diamonds is being used to
create, sustain, and finance various violent cctsflin Sierra Leone and Angola.
According to United Nations “conflict diamonds alieamonds that originate from areas
controlled by forces or fractions opposed to laggtie and internationally recognized
governments, and are used to fund military actroopposition to those governments,
or in contravention of the decisions of the Segu@buncil” (United Nations, 2001).
UN further acknowledges the fact that conflict doards play the primary role in
funding and extending the violent conflicts in soafieghe diamond producing countries
of Africa, while it also emphasizes the fact thegitimate and well controlled trading in
diamonds has brought prosperity and developmemther countries, like Botswana,
and South Africa, all within the same continent.Sierra Leone and Angola, conflict
diamonds are still financing and sustaining the efelorganisations, like the
Revolutionary United Front (RUF) in Sierra LeonadaNational Union for the Total
Independence of AngoldUNITA) and both the groups are acting against the
international community's efforts towards bringibgck peace and order in these two

countries.

In Africa, some of the diamond producing countriige Botswana, Namibia,
and South Africa, are peaceful and politically &atations that have judiciously used
their reserves of natural resources to develop hmir tsocio-economic conditions.
However, the parts of the diamond trade that idrotiad by the rebel groups in Sierra

Leone, the Democratic Republic of the Congo (DR@J &ngola, form the conflict
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diamond trade, where we find the country’s natueslurces being used for funding
terror and anti-state activities, instead of beursd for national development and
progress. Presently, diamonds form to be one of riwst highly valued and
concentrated form of wealth in any part of the WwoAs we have already seen, the
difficulty in tracing the origin of the stones, theunreasonably high value, the
techniques that are used in mining processesntladl sizes, and the secrecy shrouding
the diamond industry, all together make the stondserable for exploitation by the
rebels that seek to sell the stones in order toenmainey for buying arms. UN defines
the term ‘conflict diamonds’ as “rough diamondsttaee used by rebel movements to
finance their military activities, including attetspto undermine or overthrow
legitimate Governments” (United Nations General eksbly Resolution 55/56, 2000:
1). Recently there were certain allegations thateli at a close linkup between the
conflicts diamonds and the terror activities of thighanistan-based terror group, al

Qaeda (Douglas, 2001).

The African conflict diamonds are known to havellied rebel activities, violent
conflicts, and civil war, owing to which the suljeaf war economics has started
receiving attention from the academic world. Insthbntext, Paul Collier, director of
the World Bank’s Development Economics Researchuioas written, “Rebellions
either have the objective of natural resource gredaor are critically dependent upon
natural resource predation in order to pursue otiigectives. These, rather than
objective grievances, are the risk factors whichfloct prevention must reduce if it is to
be successful (Collier, 2006: 2). In his paperlli@o suggested that majority of the
civil wars are initiated and aggravated when thebel groups compete with the
legitimate state governments for the power androbof the valuable natural resources,
than by any ethnic or ideological reasons or froffeiences in religion. Here in case of
the African conflicts the diamonds are the valuatdéural resources or the primary
commodity that can be easily moved and sold by rédeel groups. Here Tamm

suggests that “the role of rebel movements in ttratgte is integral to the definition of
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conflict diamonds; rebel movements in Sierra LeoArgola, and the Democratic
Republic of the Congo have put the ‘conflict’ inofdlict diamond’.” A look at the

estimated figures that portray diamond revenueshi®rebel groups, shown in Table 2,
reveal that around 3 and 4 percent of the glolal supply of rough diamonds is under

the control of the African rebels in Angola, Siebeone and the DRC (Tamm, 2002).

Table 2: Diamond output by country in US $ million, 199962

Diamond output by country (U.5. $million)
1999 2000
Botswana 1,800 2,200
Russia 1,600 1,600
South Africa 500 900
Angola A00 750
Of which: UNITA 150 75 (estimates range from 75-100+)
Namibia 400 500
Canada 400 400
Australia 400 300
Other Boo 900
Of which: RUF 70 70 (estimates range from 35 —100)
Of which: DRC rebels 35 35 (estimates range from 35-70)
(Kisangani)
Total 6,800 7,500

Source: Tamm (2002, 6).

The table above shows a summary of the approxinetels of diamond
production for 1999 and 2000, which includes esta®af diamond revenues for rebel
movements. Estimates of diamond production andevatary widely, especially in
countries where conflict diamonds are mined, dudifiering methodologies and lack

of data.

In the UN Security Council’s Panel of Experts ngpan Sierra Leone (2000) it
is stated that the conflict diamonds, “are, in essegillicit diamonds that have gone
septic” (cited in Tamm, 2002: 7). The UN Securitgu@icil was first involved in the

issue of conflict diamonds during the Angolan pega@xess, which took place after the
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Angolan 1992 peace accords failed to work out.983l it placed certain embargoes on
the diamond export and arms imports and createth@isn committee, which was later
supported by the panel of experts created in 198SSierra Leone, the army coup of
1997 and with the May 2000 breakdown of the 199%9né&opeace led to similar
developments. The sanctions on arms imports in ¥89@ soon followed by sanctions
on diamond exports from Sierra Leone in July 26D0.1 December 2000, the United
Nations General Assembly further adopted a reswiutn the conflict diamond where it
aimed at breaking the link between the illicit ®ad rough diamonds and the various
armed conflicts, in order to work towards the prdien of conflict and peace

settlement of wars (United Nations General AsserRa@golution 55/56, 2000).

In order to stop the illegal diamond trade a geddionprovement must be made
in the field of job opportunities, especially féretyoung rural labour, which may prove
to be a long-term solution for the conflict-affetttAfrican nations dealing with issues
of illegal alluvial diamond trade. One importanepgquisite for bringing in growth and
development is to destroy the vicious circle of thek of governance, poverty, and
lawlessness, within these conflict countries. Herrd Leone, Angola, and the DRC, the
present challenge is to somehow end the civil @ad, bring in peace that is long term
and sustainable. Here Goreux states that merelyréstoration of state control over
diamond sites will not be sufficient in itself. Thdtimate utilization of diamond
resources for development ends will require thbaation of effective and transparent
governance systems to regulate their exploitagoatect the labour rights of diggers,
encourage investment, limit damage to the environimend facilitate appropriate

taxation” (Goreux, 2001: 22).
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4 Efforts to curb the illegal trade in diamonds and b find alternative
income source for a more sustained future growth othe African
economy

4.1 United Nations

The various UN Security Council sanctions untildg have been the most
effective, as regards alerting the consumer-basechtdes to the issue of conflict
diamonds. The present sanctions on the diamonds lfiberia have effectively helped
in blocking a channel that was being used widetyldandering the illegal proceeds of
the conflict diamonds. However, the sanctions hasebeen able to stem the flow of
the conflict diamonds that come from Sierra Ledifee RUF has continued in its illegal
diamond mining and trading with greater pace sithee 2001 peace agreement came
into effect (Smillie, 2002). In fact, Smilie furth@dds, “Their goods are now being
laundered into the legitimate stream in other wayss could be through Liberia —
without formal government sanction — or through ame of several neighbouring
countries. Or the goods could be moved to Belgiumnother major centre without any
paper work” (Smillie, 2002: 42). Owing to small siand portability of the stones, the
secrecy of the diamond industry, and the lack afidical data makes the disposal of

the conflict diamonds absolutely of no difficulty.

4.2 The Kimberley Process

By the turn of the century, in and around 1998, tdrms ‘conflict diamond’ or
‘blood diamond’ were well known to the public, aitdvorked towards changing the
diamond industry forever. Reports by the variousegomental, international bodies,
nongovernmental organizations and the UN monitobodies that recorded the open
violations against the applied sanctions on thendiad trade, in African countries like
Sierra Leone or the DRC were regularly publishelde Fituation became even more
worrying for the diamond industry, when media gdrinvestigating the links between
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civil conflicts in Africa and the trade in diamondBo avoid consumer boycotts the
diamond industry after meeting with the various gmrernmental organizations issued
various proposals that aimed at creating a profmessystematic diamond certification,

and gave its support for creating national levelslahat aimed at blocking diamond
exports from the conflict zones. Taking a cue frams, the various country

governments soon came together to take part inoeeps for international diamond
certification negotiation that was known as thertiKierley Process” in November 2001.
This repository was made with the aim of stemmimgtrade in conflict diamonds and
South Africa’s Minister of Minerals and Energy $tar a process that was later known

as the Kimberley Process. The basic elements uhdé€imberley process included:

= “the creation and implementation of a simple andrkable international
certification scheme for rough diamonds;

» asystem based primarily on national certificasochemes;

» the need for national practices to meet internatlgragreed minimum standards;

» the need for the widest possible participation;

» the need for diamond processing, exporting and rtigpstates to act in concert;

» the need for appropriate arrangements to ensungl@nce;

= the need for transparency” (Smilie, 2002: 47).

The Kimberley process at present comprises ofiassef recommendations that
are expected to be voluntarily accepted as nornmkirwihe diamond trade, by the
participating UN member countries and is the ordy &f regulatory and supervisory

norms in place that works towards curbing the dletjamond trade.
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Map 1. World map — participants of the Kimberley Process

The following countries and regional economic gnétion organizations with

the exception of those indicated with an asterfknfeet the minimum requirements of

the Kimberley Process Certification Scheme:

Angola

Armenia

Australia

Bangladesh

Belarus

Botswana

Brazil

Canada

Central African Republic
China,People's Republic of
Congo,Democratic Republic of
Cote d’Ivoire**

Croatia

European Union

Ghana

Guinea

Guyana

India

Indonesia

Israel

Japan
Korea,Republic of
Laos,Democratic Republic of
Lebanon

Lesotho

Liberia

Malaysia

Mauritius

Mexico

Namibia

New Zealand
Norway

Russian Federation
Sierra Leone

Singapore

South Africa

Sri Lanka
Switzerland
Tanzania

Thailand

Togo

Turkey

Ukraine

United Arab Emirates
United States of America
Venezuela*

Vietnam

Zimbabwe

NOTE: The rough diamond-trading entity of Chinesg@&bhas also met the minimum requirements of tREEK.
* Venezuela has voluntarily suspended exports ammbits of rough diamonds until further notice.
** Cote d' Ivoire is currently under UN sanctiongdaa not trading in rough diamonds.

Source: http://www.kimberleyprocess.com/structuagipipants_world_map_en.html|
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4.3 Reforms to curb the illegal trade in diamonds are egards to the African
countries

1) Effective governanceemoving smuggling and laundering of diamondsas

an easy task if one takes into context the higlievalssociated with the stones. Here
Goreux presents a picture, which shows the diffycid removing the illegal diamond
trade. He informs, “In 1999, one kilogram of roudgjamonds from Sierra Leone sold on
average for $1.15 million, which was the marketgrior 135 kilograms of gold and
represented the earnings of two thousand Sierradago civil servants in a full year.
Given these magnitudes, corruption cannot be efiteth and embargoes on
neighbouring countries may not prevent smugglingces rebels can modify their
routing of smuggled diamonds” (Goreux, 2001: 11Hug, it would be more effective if
one aims at decreasing the smuggling incentivesrnging in basic and uniform
norms for the countries that export diamond andh& smuggling costs could be
increased and made almost equivalent to that ofldbal trading route costs, then

automatically smuggling would be reduced.

2) Levying taxes and export regulatioirfsexport taxes are levied they must be

kept low as diamonds are very easy to smuggle. Meryexport taxes are not the only
costs that an exporter using legitimate trade sutast bear, and the cost of financial
intermediation is also a problem. Here Goreux agares an example where he states
that “After certificates of origin became availaliteSierra Leone, exporters came out
with sizable supplies; but they had to wait for Wsedefore shipping their stones
waiting for an agreement with the central bank @onmrked out” (ibid: 11). Therefore,
we find there are intermittent delays in the preaescase an exporter chooses the legal
route, so timely communication is an essentialedat however the most difficult
challenge in the entire process would be to ché@dt ho stones from the RUF
controlled mines are being made a part of the partet have valid certificate of

origin.
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3) Transparency in the diamond pricédbe prices of the diamonds being

exported must necessarily be publicized to the mmpgp countries and there must

regular audits in the accounts of the diamond dkppragencies and there must be a
cross-check of the treasury reports with the cérdemk data. There must also be
workshops held on the correct valuation of the etan various mining areas in order to
make the artisan miners aware of the exact valubeoktones, and provide them with
an improved knowledge base as regards the coraégt wf diamonds and to strengthen
their power of bargaining which at present is vesak, owing to lack of knowledge

(Goreux, 2001).

4) Enforcement of the rights of mininfpr the kimberlite pipe mining type, that

needs highly mechanized technologies, the foremyrestors can be attracted by
presenting a transparent, secure, sustainablestablk economy for investments, which
may be achieved by bringing in reforms in the pnésaining legislations of the various
conflict ridden countries. As regards the alludamonds mining Goreux suggests that
“transparent, market-based allocation and enforoén@ mineral rights would
contribute to increasing production and reducinguggting” (ibid: 12). The
government must also provide for the social andnecoc rights of the miners,
especially those in the alluvial type of mining lwihicro financing made available for

an alternative livelihood, if the alluvial type wiiner chooses so.
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5 Case study analysis

The aim of the case study analysis is to examintecmpare the countries of
Botswana and Sierra Leone. There are two main msasor selecting these two
countries. Firstly, both Sierra Leone and Botswaexe colonized by the British
imperial powers. Secondly, both countries are abonhdh natural resources, above all
in diamonds, which present them with a great oppaty for economic growth and
development. Botswana and Sierra Leone, respegtisel a good and a bad example of

how the revenues are used.

Resource-dependence is generally characteriz@addnger economic growth and
lower standards of living, higher levels of ineque$ and corruption, as well as
authoritarianism. “Mineral and oil dependence isr@ated with lower social levels of
development, for example, child mortality of UNDPsiman Development Index, then
seen in resource poor countries” (cited in Le BiJl@a003: 10). “Oil dependence is also
associated with high rates of child malnutritioow|health-care budget; low enrolment
rate in primary and secondary education, and lowtditeracy rates. Higher levels of
mineral dependence are strongly correlated witthdnigpoverty rates and lower life
expectancy” (Le Billon, 2003: 10). Even in the ca$ea ‘success story’ like Botswana,
which has benefited from sustained high levelscohemic growth, significantly better
governance than in most sub-Saharan countries,aapdr capita GDP of $13,604,
prominent inequalities have left about 49.4 perc#nhe population living on less than
$2 a day (Human Development Report, 2009). The rmaise especially diamonds
represent a curse for many countries. AccordinthéeoOxford economist Paul Collier
(2006), the minerals are the main factor increashwy risk of civil wars outbreak.
However, not all resource-dependent countries qualy exposed to the risk of war
and not all wars are resource-related. Undeniabigtory and the economic
development of a country as well as its politiaature, institutions and its leaders are

determining factors in addition to natural resosrcBuch a scenario can be seen in
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Botswana in comparison to Sierra Leone. Althougérr§ Leone has not always been a
country of conflict. It was around the time of tbeuntry’s independence in 1961 that
Sierra Leone began to see the onset of confliderlan the rebel groups took control of
the diamond mines in Sierra Leone which led thetédhNations Security Council to
impose an 18 months ban on diamond exports fronreSieeone, recognizing that
diamonds have been fueling the conflict. SinceRb#- has been mining diamonds and
selling them to fund their weapons purchase andrabtivities, including human rights
abuses. These diamonds have been sold around ttié sametimes unwittingly,
sometimes knowingly by various diamond corporatiaiby on the contrary have the
diamonds become the basic element of economic grawBotswana? On one hand,
Botswana gained independence quite late and caach Ifrom the mistakes other
countries made and also because Botswana coul@rprépr the problems which the
post-colonialism brought about. On the other h&wtswana had a double luck. After
the independence the country had honest, uncodugtel good politicians, unlike
Sierra Leone where the government corruption aedniismanagement of diamonds
and mineral resources continued to grow. Essentidlicit mining, smuggling and
exploitation hinder revenue generation that is ededor economic growth and

development in Sub-Saharan countries heavily retarresources, mainly minerals.
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5.1 Botswana

"The diamond mines were a Godsend, and rapidlysfamed the economy, increasing
the revenue of the country from less than P10 onilé year at Independence to over a
billion today."

The then Honourable Minister of Mineral Resourced Water Affairs, Mr A.M Mogwe
(1990)

Map 2: Map of Botswana
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progressive social policies and significant capital

investment. Mineral extraction, principally diamoméhing dominates the economy.

English is the official language of Botswana alih 78 percent of the
population speaks Setswana, 82.9 percent of theem# are literate. In 2007 the
average life expectancy was 53.4 years. Botswarsa High rates of HIV/AIDS
infection, the prevalence reached 23.9 percenDDV 2but it also has progressive and
comprehensive programs for dealing with the diseBs¢swana is a middle-income
country with a per capita GDP of $13,604 in 2008ts#ana ranked on 19%lace out
of 182 countries with medium HDI of 0.694 in 200Mufnan Development Report
2009).
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5.1.1 Botswana and diamonds

After geologists discovered diamonds in Botswanald67, the De Beers
Botswana Mining Company was established in 196@. @Ohapa Mine and the Jwaneng
Mine are the richest diamond mines in the worlde TGovernment of Botswana
increased its shares in the company to 50 percerihd time the Letlhakane Mine
opened in 1975. The De Beers Botswana Mining Compas renamed to Debswana
Diamond Company (Pty) Ltd. The Debswana mines leasted economic growth in
Botswana through direct foreign investments, govemt revenues from diamonds (30
percent of GDP), taxes, employment and improvechgtfucture in remote areas. In

2010, 23.9 million carats of diamonds were produgsebswana, 2011).

Diamonds have never been used in Botswana to fondlict. Botswana is a
founding member and participant of the Kimberleypd&ss. As a member of the
Kimberley Process, customers can rest assuredhbadiamonds mined in Botswana

are from conflict free sources.

5.1.2 Botswana case study

Despite initial success, that took place just wtienpost-colonial era started in
African continent during the 1960’s and 1970’sthie modern context, Africa is on an
economic down slope where poverty and hunger isigtently increasing in many of its
countries, with a universally accepted pessimisrgamding its future economic
prospects (Easterly and Levine’s, 1997). Varioysoress show that the general sub-
Saharan countries are turning poorer at a faster than any low-income country
worldwide (ibid). The average economic growth rhtes been persistently negative
from round 1965, with an average 35-times diffeeeimcUS and the African per-capita
income level (ibid). However, amidst this depregspicture of low economic growth

one African country has performed better than ahgronation in the world, in the span
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of the last 35 years, it is Botswana. Botswana “ad&PP-adjusted income per capita of
$5,796 in 1998, almost four times the African ageraand between 1965 and 1998, it
grew at an annual rate of 7.7 percent” (Acemogihndon, and Robinson, 2001: 2). In
2002, we find that Botswana “exported some US $bbiof diamonds, nickel, copper,

gold, and other resources - over 80 percent abitd exports” (limi, 2006: 6).

Botswana has one of the highest amounts of natesalurces in the world, and
we see in the above-mentioned figures that it rehkexperiencing significant growth
in economy and infrastructure for several decadé® presence of diamonds had
significantly backed Botswana’s strong economicwdho until the late 1990s, after
which the average growth rate has fallen slightlying to recent diversification of
economy, where we find Botswana is now not depenplarely on the revenues that it

earns from its natural resources, see Figure 3.

Figure 3: Botswana: Growth Contribution by Mining 1980/8103(04
(Percentage chase)
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Source: limi (2006: 3).

49



It is a general belief that economies that are llwyhdependent on natural
resources, tend to have a slow economic growthclwls often referred to as the
‘resource curse’. Botswana however did not haveavaurable start right after its
independence, and was considered a poor countty littie chances of elevation in
their economic conditions. It is here that diamohdse played an important role and
currently account for almost 40 percent of the ¢ousm natural resource output
(Acemoglu, Johnson, and Robinson, 2001). Evenghaue find that Botswana had in
the past experienced strong growth owing to ith natural resources, however such
growth, as predicted by many economists, is notagwable for a long-term basis
(Sachs and Warner, 1995). This is owing to the flaat the mining industry does not
offer too many job opportunities. Figures show thatBotswana while the mining
sector contributed almost 40 percent to the taaéibnal GDP, it created only around 4
percent employment opportunities (limi, 2006). Tgresent economic diversification
has already started showing a negative impact®nakional economic, and it is as limi
framed it “ a specific and intensified capital istiment in the primary sector that has
restrained Botswana from benefiting from forwardl dackward linkages and labour
market externalities” (2006: 8). Besides this facib has been contended by many
experts that geographical location where a coustfgir from the sea, makes it difficult
to create strong economy that is based only omlbluedant natural resources. Products
from the natural resources are generally exporedtiier countries by the sea route,
thus leading to very high shipping charges. A labkhe African resource rich countries
will show us many of them are landlocked, includiBgtswana (Sachs and Warner,

1995).

Almost all experts universally acknowledge thet that Botswana achieved this
unprecedented economic growth and development bptiad effective management
policies, and with a stable basic legal system filmattioned reasonably well, shown in
Table 3. “State and private predation have beete djonited. Despite the large revenues

from diamonds, this has not induced domestic palitinstability or conflict for control
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of this resource. The government sustained themahpublic service structure that it
inherited from the British and developed it intangritocratic, relatively non-corrupt
and efficient bureaucracy. The parastatal sectsmleaer been large and to the extent it
has existed, it has faced hard budget constraiitsough there was a government
marketing board, usually an institution employed thg urban interests to exploit
farmers in Botswana the board was not used to @xtesources from the rural sector.
Moreover, the government invested heavily in infagure, education and health.
Fiscal policy has been prudent in the extreme dredexchange rate has remained
closely tied to fundamentals” (Acemoglu, Johnsond &obinson, 2001: 2). The
institutions of Botswana have always encouragetignaation from all segments of the
society, with constraints on the political leadefhere is a universal belief that
Botswana achieved rapid economic growth owing ® ddoption of sound policies.
With the “government appear[ing] to have pursuddtingely sound economic policies,
and there is little evidence of infighting acrosBedent tribes or groups for control of
the state apparatus. Therefore, in Botswana goodoeaics appears to have been good

politics” (ibid: 4).

Table 3: Governance Research Indicator Country Snapsh&l(3), 2002

P— Sub- Law- Middle- High-

Botswana Lesotho  Mamibia Africa Swaziland Saharan  income income income
Africa  countries  countrics  countrics
Vioice and accountability 0.75 33 0.66 0.75 028 .38 0.57 0.82
Political stability 0.78 57 0.69 0.52 064 (.40 039 0.82
Gowvernment effectiveness 0.66 .40 048 .59 036 .27 04z 077
Quality of regulation 0.72 .44 0.39 0656 0.0 .34 051 0.85
Rule of law 067 43 0.60 0.53 034 0.33 .29 047 054
Control of corruption .62 .39 0.47 0.51 036 0.29 .25 039 0.76

Source: limi (2006, 9).

According to the Governance Research Indicatom@glBnapshot database we
find that Botswana shows comparatively good govwarea as per the international,
national and regional standards. The GRICS indicdiate six different aspects of

governance: voice and accountability, politicalbgdity, government effectiveness,
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regulatory quality, rule of law, and control of ogption. Here, each index is normalized

between zero and one (limi, 2006: 9).

Despite this strong economic growth, for past maegades and a stable
political condition, Botswana is recently facingns® serious social issues that if
unattended, may seriously attenuate the achievediag®ment. One major issue that
Botswana currently faces is from HIV/Aids. The HIZR09 a report by the United
Nations estimated that the incidence of HIV/AidsBatswana in 2007 reached 23.9
percent of those aged 15-49 years - the highest imthe world. The Economist
Intelligence Unit estimates that Botswana has tghdst death rate from natural causes
in the world (Nkala, 2003: 53-54). From these fegyrit is evident that the country is
facing a large-scale social crisis. The secondeisaoed by Botswana is the increasing
instances of organised crime in the country, armdafecountry that was seen as the
hallmark for all other African nations epitomisirsjrong economy and democracy,
corruption and organised crime poses to be magr fihis has been primarily caused
by the immigration of people from other countriegoi Botswana, attracted by its
prosperity, and the “influx of people into Botswahas unfortunately exposed the
country to the hazards of organised criminal attjvivhich transcend boundaries”
(ibid). It has also been opined that the landlogiesition of the country has turned into
a haven for the organised criminals that mainly tigecountry “as a transit point for
conveying illicit commodities from sources to maskgwith] South Africa, the largest
source and the biggest regional market for a wartétcriminal enterprises [as its
neighbour], Botswana is naturally vulnerable. edrugs, mostly acquired in the East,
are transported to South Africa along routes tlmmhetimes include Botswana, and
stolen goods from South Africa destined for cowstrio the north occasionally pass

through Botswana with the aid of local criminal digates” (ibid: 54).

Various reports have clearly shown that corruptaml criminal activities are

fast turning into a major problem for the Botswamaernment, and if not handled with
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urgency the criminal industry would continue touilish and adverse effects on the
economy of the entire region. If the entire regadrsouthern Africa turns into a hub of
criminal activities then inevitably it “would lead erosion and dissipation of investor
confidence” (Nkala, 2003: 67). It has been esthblisbeyond doubt that organised
criminal groups are increasing their hold in Boteaa In July 2001, Interpol
emphasised on the necessity to elevate the prestartmation and technological
systems in the country for a better-coordinatedhtfiggainst the organised criminal
groups (ibid). Even though the criminal groups mt¥vana are not as sophisticated and
technologically oriented, as their European or Anar counterparts, they still pose a

grave danger and a strong potential to disrupttumtry’s socio-economic order.

From a study of the various African nations th@RR and a comparative study
of the effectiveness of their governing bodies &ng the revenues accrued from the
resources being used for economic developmeniyast derived that abundant natural
resources cannot guarantee socio-economic growtti, (2006). Good governance,
strong judiciary, well planned policies with thaitringent implementation, and strong
law enforcement bodies, determine the level to wiasiaccountry can effectively use its
natural resources towards creating strong sociagoa@ growth. Thus, “good
governance - specifically a strong public voicelwéiccountability, high government
effectiveness, good regulation, and powerful amtigation policies - tends to link
natural resources with high economic growth. Trst tavo dimensions of governance
are especially important for natural resource mamemt in developing countries”

(ibid: 24).
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5.2 Sierra Leone
Map 3: Map of Sierra Leone
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is underdeveloped. Nearly half of the populatioml
survives by subsistence agriculture, although #&ludiamond mining accounts for
nearly half of the country’s exports and is the trgnificant source of earnings. In
addition to diamonds, the country also has sewvettadr natural resources — titanium

ore, bauxite, iron ore, gold and chromium.

English is the official language of Sierra Leond bnly 38.1 percent of its
citizens are literate. In 2007 the average lifeegtgncy was 47.3 years and AIDS/HIV
prevalence was 1.7 percent. Sierra Leone is a hoanne country with a per capita
GDP of $679 in 2007. Sierra Leone ranked on™@@ce out of 182 countries with low
HDI of 0.365 in 2007 (Human Development Report 2009

5.2.1 Sierra Leone and diamonds

Diamonds were first discovered in Sierra Leonel®80. In 1935 the first
marketing contract was set up between the Diamampdation and the Sierra Leone
Selection Trust Ltd. The Government Diamond OffxéeSierra Leone opened in 1959
and managed all diamonds produced under the Allldi@mond Mining Scheme. A
year later, the Diamond Corporation agreed to pi®vechnical assistance to the Sierra
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Leone Government in the search for mineral depo€itsflict disrupted the industry
when rebels attacked diamond mining operationsenr&Leone in 1994. In 2000, the
United Nations Security Council banned both dirand indirect imports of rough
diamonds from Sierra Leone to all member statesceSthe end of the civil war, the
diamond industry has provided technical assistaaue training to Sierra Leone’s

Ministry of Mines in setting up the Government Diama Office.

Companies mining diamonds in Sierra Leone incliaedu-Sefadu mines,
Diminco Mine, Magna Egoli alluvial mine (aka Zimmpioperty mine), Koidu Open Pit

Mines and African Diamonds plc. (African Diamondrids, 2011)

During the civil war in Sierra Leone, rebel groupaded diamonds to fund
armed conflict (known as conflict/blood diamond#). response, the UN applied
sanctions to ban the rebels’ trade in ‘blood diadsdnToday, conflict diamonds are no
longer traded in Sierra Leone. Sierra Leone isragpaant of the Kimberley Process, a
unique joint initiative by government, the diamomalustry and non-governmental
organizations, to prevent conflict diamonds fronteeing the legitimate diamond
supply chain and provide an assurance that theaidenmined in Sierra Leone are

from conflict free sources.

5.2.2. Sierra Leone case study

For the first time in January 1999, Sierra Leaanasmall country in the remote
west corner of Africa came into the headlines fbthee wrong reasons. The news came
out that an armed rebel group had attacked thdatapty Freetown, and there were
“media reports of civilians raped, mutilated, andrdered by rebels who horrified the
international community. The rebels’ use of chitddgers also came to light: after the
January 1999 attack, over 3,000 children were tedomissing — abducted by the

rebels for brutal induction into their army” (Tamg0Q02: 10). AlImost six months later,
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in July 1999 the Organization of African Unity (OAlthe UN, and the West African
regional security organization ECOWAS managed tivaat a peace deal between the
Sierra Leone government and the rebels, after wtiiehUN peacekeeping force was
placed in Sierra Leone in October 1999. In July ®0the UNSC passed certain
stringent sanctions against the mining of diamoti@dd were taking place under the
chief rebel group the Revolutionary United FronUgR. Later in-depth supervision and
detailed reporting on the situation in Sierra Le@mwed how the issue of rebel
activities that were being financed by the diamdrale came into existence; these
researches also showed how the sanctions werey eagitled to carry on with the
illegal diamond trade. The diamonds, which formedimportant source of foreign
currency and revenue for Sierra Leone during thé049failed completely under the
management of the National Diamond Mining Corporat{NDMC). By the 1980s,
only a small percentage of the diamonds mined wasally exported through the legal
channels, and this corrupt management became aesotiire for the local population,

prior to the rebellion that started in 1991.

A look at the history shows us that Sierra Leoreame free from the UK in
1961, after which the civic populace suffered tyriuntil 1996, under an abusive and
corrupt army leadership. Later in 1996, a membeahefcivic populace, Ahmed Tejan
Kabbah, an ex-UNDP worker, became the Presidemieher he failed to bring in
complete state control owing to the consistentcaftdby the RUF and other dissident
soldiers. Earlier during the late 1980s, a radigadup comprising of young men,
rebelled under the army authoritarian rule, wentitoya, and received full military
training. This group had a former army colonel ndnt®day Sankoh, and under
Sankoh they turned to become the main part of thé Readership, and in 1991
rebelled against the Sierra Leone military govemmtm&he RUF made their attacks on
Sierra Leone from Liberia, a neighbouring counthatt was then under a RUF
sympathiser Charles Taylor. This movement spreaoutfh the entire Sierra Leone,

where there were seen child soldiers fighting batdgainst the government. A coup
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was staged in 1992 by a group of young soldiers wWere disillusioned with the
government and the rebel activities and displacednbh. Soon the country was placed
under confusion and chaos, as both the army andetieds started plundering. Under
pressure for the international community in 199®l&ah was elected the President in a
democratic election, however proved to be a weallde and made only slow changes
in the country’s route to progress and developm&nather coup in May 1997 by the
soldiers again brought power into the hands ofntilgary that was now known as the
Armed Forces Revolutionary Council (AFRC), and dedrRUF as its ally. Soon there
were violent conflicts within the country with raamt looting that forced the West
African regional security organization in 1998 tnd in their soldiers and defeat the
AFRC and they reinstalled Kabbah, however the RbéF AFRC still posed a serious
challenge and threat to the erstwhile government9B4, the rebels captured the Sierra
Leone’s diamond mines, and it was this wealth flretinced and sustained the rebel
war, and allowed them to buy arms from the Eadienopean countries and as well as
neighbouring countries, like Liberia, while alsolgieg them to create links with
various criminal organizations. off July 1999, the RUF and the government of Sierra
Leone finally came to peace deals and signed thmélLBeace Accords, where they
agreed to commit themselves to stopping all viokxts and the RUF changed itself
into a political party, which led to the creatiohtbe Government of National Unity,
under coalition. Here the rebels were given varibnsls of “incentives that included
full amnesty, legalized control of diamond resosrcand senior positions in the
government. All of this was achieved despite theel® role in a war that between
1991and 1999 claimed over 75,000 lives, caused0B00Sierra Leoneans to become
refugees, and displaced half the country’s 4.5ionilpeople” (Tamm, 2002: 10). The
various international human rights groups expresbed deep anguish at such terms
and conditions of the peace deal. The Human Righdtch stated, “The willingness of
all international parties to the accord to accptinclusion of a general amnesty stood

in sharp contrast with the standards of justiceomsfd in other conflicts, such as
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Kosovo and East Timor” (cited in Tamm, 2002: 11).May 2000, we find that the
rebels violated the peace deal and took 500 UN ibhsgeacekeepers in Sierra Leone
(UNAMSIL) as hostages and finally the British artmgd to be called in to diffuse the
situation. After this incident the UNSC declarediamond embargo on Sierra Leone,
and under the Security Council Resolution 1306 f&hduly 2000, a ban was imposed
on all kinds of imports of rough diamonds from $eteone that did not have the
certificate of the Government of Sierra Leone. \Witlthe next three months the
Belgium’s Diamond High Council and the governmehiSgerra Leone established a
system that had a certificate of origin which “ilwed a numbered confirmation
certificate printed on security paper, electronatatbases of exports with electronic
confirmation at destination, and electronic trarssioin of digital photographs of the

diamond packages being exported” (Tamm, 2002: 11).

However there were many loopholes in the systechsamon Liberia’s alliance
with the RUF was made open in the reports of theePaf Experts in December 2000
that was examining the sanctions made againstethels in Sierra Leone. The Panel
report noted that “diamonds far in excess of thesslable in Liberia were imported by
Belgium as ‘Liberian’. In effect, these ‘Liberia@xports served as a cover for the
export of RUF diamonds from Sierra Leone (althougluch of the ‘Liberian’
production was in the larger illicit category; #xample, there are rumours that Russian
and Brazilian dealers falsely declared ‘Liberiao’ disguise their origins in order to
evade official contracts)” (Tamm, 2002: 11). Theport then led to a series of sanctions
against Liberia by the UNSC in May 2001, which ud#d rough diamond export,
which finally saw a decline in the Liberian diamsndithin the market. Nevertheless,
many of the diamond mines in Sierra Leone are wtitler the RUF control and there
are speculations that the rebels may be channgimgliamonds masked through the
official Sierra Leonean route or may be taking esudf other neighbouring countries.
After the November 2000 ceasefire and “DisarmamiBemobilization, Reintegration”

the UNAMSIL presence has been expanded within &ieeone, with the exception of
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the eastern areas that still remain under RUF (Tag@92). The RUF diamond mining
operations remain active in the Kono Tongo Fielflars, despite the UNAMSIL being
present there. It is Tamm who opines, “lronicalblNAMSIL’'s presence may have
granted the rebels a respite from battle and tisnesgroup and rearm: they may be
stockpiling diamonds in order to build up their weary. As a recent report by the
International Crisis Group has noted, “this woukl donsistent with the rebels’ track
record of using peace agreements tactically to gaiategic advantage” (ibid: 12).
Various members of the UN and the peace keepingebadho have travelled to Sierra
Leone and Liberia have reported that RUF was stilitinuing with their diamond
mining. Furthermore, other reports in the Washing®ost claimed that the al Qaeda
network was also profiting from the RUF diamondesalAs per this report the
“diamonds are smuggled through Liberia, where lbnaBah, the RUF’s principal
diamond dealer, acts as a conduit between senidt €dthmanders and the diamond
buyers from al Qaeda and Hezbollah” (Washingtort,28¥1). Therefore, we find that
in Sierra Leone, even though there multiple thecpgaocesses, the link between war,

terror activities and diamonds, remains incomplete.
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5.3 Summary of case studies

The ineffectiveness of national mining laws andigies has created conditions
that are exploited by local and international axtorthe diamond industry. Therefore,
from the above two case studies it stands out lgl¢laat effective management of the
natural resources by the government is necessacyro illegal diamond trade. The
governments must make reforms to curb internaluption and make the diamond
processes more transparent while they have to medkems to make the effective use
of the revenues earned from the diamond sales dhreacio-economic developments.
Till date the local residents of Sierra Leone, Alag@and the Democratic Republic of
Congo have not earned any benefits from the rewseramed through their countries’
rich natural resources. To end a conflict the gorent must also make measures for
arranging an alternate route for livelihood in arttekeep the youth from straying into
the illegal diamond business, while making suré tha rebels do not get easy access to
illegal weapons. As the executive director of HunRaghts Watch has written, “For all
its flaws, an international certificate scheme daamonds is a good place to start. But
more important is to ensure that abusive forceemget weapons in the first place”

(cited in Tamm, 2002: 30).
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6 Recommendations

* While framing the African resource management pedi@and legal mechanisms
there should be an overall regional based appradtha geographical outlook,
in order to deal effectively with the illegal exphtion of the natural resources,
like diamonds or oil. The geographical outlook wbidcilitate to help focus on
the cross border exploitation and help to acqumeomeration at the state,
national, and international level amongst the dgfifi African countries in order
to improve the standards of border control (Offafethe Special Adviser on
Africa, 2006).

* The regional approach in order to stop the iloiploitation of natural resources
must focus on developing the current initiativestlims regard, as well as
bringing in new initiatives in concordance with i@tal bodies like the African
Union, the Southern African Development Communi§yADC), and the
Economic Community of West African States (ECOWAISI).

 There must be a body of experts, which would foonsengaging itself on
conducting a comprehensive analysis of the varmadlicts arising from the
natural resources (diamonds, as per this thesis)agement in the African
continent (ibid).

» The civil society must be allowed to take part amducting research work and
consultancy practices on the effective managemedt governance of the
natural resources governance in order to bringshge of the proper use of the
revenues earned from the natural resources intpuhkc sphere (ibid).

* There must greater cooperation and informationisydretween the Kimberley
Process and the Extractive Industries Transparénitiative (EITI), which
would help to focus on and tackle the exploitattdmatural resources, taking
place both legally and illegally (ibid).

* To constructively commission the nations that tailadhere to the existing

policies and regulations, instead of threateningnthwith expulsion or even
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suspending from the signed agreements (OfficeeBthecial Adviser on Africa,
2006).

The management and governance of the natural @sun order to bring in
accountability, transparency, and the appropriae of proceedings from the
natural resource exploitation, must be nationallaegely (ibid).

The countries, of which the MNCs operating in treunal resources belong,
must be kept involved in the African natural reseursector, so that the
corporations can be held accountable for their @ldével business ethics in
Africa, as in their home countries (ibid).

There must be a program and package for SpeciastAsse directed towards
the nations that are newly coming out from theesblconflict and war (ibid).
There must be special initiatives and financingdwocate, train, and assist in
the proper development of the management of natessdurces in countries
newly emerging from violent conflicts, as well dsetcountries that are at
present facing issues of illegal resource exploitafibid).

Efforts must be directed at improving the standaodlsmanagement and
governance as regards natural resource controllevdiso focusing on the
improvement of other national conditions, like aslmihg all forms of human
rights abuse, taking care of the minority rights)dadealing issues of
unemployment factors that tend to drive the youongupation towards taking
part in the pilfering of natural resources (ibid).

Placement of natural resource management techaxgarts within the peace
missions, aimed at stopping the resource basediasnénd wars in Africa
(ibid).

A joint body of the ‘UN-AU natural resource govenga unit’ can be formed
which can take part in various theoretical andqysbased researches on matters
associated with effective management and governaintte natural resources in

Africa (ibid).
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7 Conclusion

A closer look at all the above-mentioned anti-blatiamond trade measures
when taken separately will show that they are weigaate enough to sufficiently solve
or remove all issues related to conflict diamondswever, if these measures are
appropriately combined and well integrated intoramfework that is supported by
diamond trading community, the governments, andgtbbal community then they can
work effectively in curbing the issue. Since ‘blodibmonds’ are associated with
violence and conflicts, there must be persistefurisf towards peace keeping that must
be necessarily complemented with military interi@md along with nation building in
the form of social and economic development. Natoilding translates into better
governance, with improved public services and iftaes, greater opportunities for
employment, poverty alleviation, and an overalbsty economic growth. However, for
a sustained socio-economic growth there must lnditton where the country gets to
enjoy a long-term period of peace and securitys,thehowing us that solving the
problem of ‘blood diamonds’ is a multidimensionssue, and just curbing the trade in
diamonds is not enough. There must an overall ppgeowth and development in the
African socio-economic scenario with greater charcemployment in order to deflect
the young population away from the attraction & kincrative financial returns that the

illegal diamond trade offers.

Amalgamating the socio-economic factors into thecpss of peace-making, as
regards curbing the violence associated with thdlico diamond trade, holds the chief
key in creating more suitable conditions for longeriod of sustainable peace and helps
in breaking the so called ‘conflict trap’ comprigirof ineffective state governance,
widespread poverty, and violence. However, in tmstext it is difficult to seek exact
answers to the questions as how, when, and by whloowld the measures be addressed

and the various activities latent to the econonoewar be best commingled into the
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peace efforts. Bringing directly into the negobatitalks, the issue of appropriate
resource uses, as one discusses the matter of psiveeing with the rebels, the
terrorists, or any other detractors that form pathe illegal diamond trade, may help in
bringing long-term peace in some cases. In otheesahowever, the idea of decreasing
the detractor’s reach towards the resource wehtihiad been made available by the
conflict or war may attenuate the efforts towardsking out a peaceful solution, thus
often leading to mediators removing the economézisés from the negotiation talks.
Nevertheless, this exclusion does not help in aahgea long-term solution, since
records show that even after the combatants ararded, the conflicts continue to
remain. Thus, it makes it imperative for the polrogkers, that even though there are
challenges in including the socio-economic aspedthin peace talks, it is also
essential to stop the functioning of the war ecoesmor else the future chances for

having long-term sustained peace within the coymémain quite remote.

It is quite evident that the challenges associatial overcoming the barriers in
improving the sub-Saharan African socio-economie@nacio are quite large.
Nonetheless, the African national leaders in otdeelease the continent from years of
weak economic growth, poverty, political and ethmignflicts must integrate the
existent measures and find out new ones to makeoppate use of the large natural
resources that abound in the continent. This iseaeble only through a change in the
present perspective, modifications in the policeesl legal provisions for fighting
against the illegal trade and exploitation of teeaurce yields. The government must
make provisions to oversee the proper social usheofevenue proceedings that come
from the resources, and there must be the necegshtigal determination to allow the
transparent and accountable function of the govemmwith the chief objective of
transforming the landscape that at present, isedoitith poor economic growth and

extreme poverty.
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9 Annexes

Figure 4: Botswana HDI trends (1980 — 2005)
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Figure6: Sierra Leone HDI trends (1980 — 2005)
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Table 4: Botswana’s Human Development Index (2007)

Botswana’s Human Development Index 2007

HDI value Life expectancy at  Adult literacy rate Combined gross GDP per capita
2007 birth (years) (% ages 15 and enrolment ration (PPP US$)
2007 above) (%) 2007
2007 2007
1. Norway (0.971) 1. Japan (82.7) 1. Georgia (100.0) . Auktralia (114.2) 1. Liechtenstein (85,382)

125. Botswana (0.694) 154. Botswana (53.42) 93. Botsad82.9) 107. Botswana (70.6, 60. Botswana (13,604)

181. Congo (Democrati¢

182. Niger (0,340) 176. Afghanistan (42.6) 151. M26.2) 177. Djibouti (25.5) b i of the) (298)

Source: Human Development Report 2009

Table 5: Selected indicators of human poverty for Botswae87)

Selected indiators of human poverty for Botswana
Human Poverty Index  Probability of not Adult illiteracy rate People not using an Children underweight

(HPI-1) surviving to age 40 (% ages 15 and improved water for age
2007 (%) above) source (%) (% aged under 5)
2007 2007 2007 2007
. 1. Hong Kong, China . "
1. Czech Republic (1.5) (SAR) (L.4) 1. Georgia (0.0) 1. Barbados (0) 1. Croatia (1)
81. Botswana (22.9) 134. Botswana (31.2) 93. Botswd®@.1) 42. Botswana (4) 70. Botswana (13)
135. Afghanistan (59.8) 153. Lesotho (47.4) 151. NI&8.8) 150. Afghanistan (78] 138. Bangladesh (48

Source: Human Development Report 2009

Table 6: Sierra Leone’s Human Development Index (2007)

Sierra Leone's Human Development Index 2007

HDI value Life expectancy at birth Adult literacy rate Combined gross GDP per capita
2007 (years) (% ages 15 and above) enrolment ration (PPP US$)
2007 2007 (%) 2007
1. Norway (0.971) 1. Japan (82.7) 1. Georgia (100.0) . Auktralia (114.2) 1. Liechtenstein (85,382

180. Sierra Leone (0.365) 170. Sierra Leone (47.31 41&ierra Leone (38.1)  165. Sierra Leone (44.6. 17&erra Leone (679)

182. Niger (0,340) 176. Afghanistan (43.6)  151. M26.2) 177. Djibouti (25.5) égetucbﬁ:%? t(hf)”?z(’;;"“"

Source: Human Development Report 2009

Table 7: Selected indicators of human poverty for Sierrariee(2007)

Selected indiators of human poverty for Sierra leeon

Human Poverty Index Probability of not Adult illiteracy rate People not using an  Children underweight for
(HPI-1) surviving to age 40 (% ages 15 and above) improved water source age
2007 (%) 2007 (%) (% aged under 5)
2007 2007 2007
. 1. Hong Kong, China . .
1. Czech Republic (1.5) (SAR) (1.4) 1. Georgia (0.0) 1. Barbados (0) 1. Croatia (1)
128. Sierra Leone (47.7)  133. Sierra Leone (31.0, 1&lerra Leone (61.9) 138. Sierra Leone (47) 114. B&lLeone (30)
135. Afghanistan (59.8) 153. Lesotho (47.4) 151. Ni28i.8) 150. Afghanistan (78) 138. Bangladesh (48)

Source: Human Development Report 2009
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Table 8: Botswana — HDR 2009

Human Development Report 2009
BOTSWANA

HDI Rank - 125 (out of 182 countries)
A. Demographic trends
Total population (millions), 2007 1.9
Total population (millions), 2020 2.2
Urban share of the population (%), 1990 41.9
Urban share of the population (%), 2010 61.1
Annual rate of natural increase of the populatii), (2005-2010 1.3
Total fertility rate (births per woman), 2005-2010 2.9
B. Economy and inequality
Total GDP (US$ billions), 2007 12.3
Total GDP (PPP USS$ billions), 2007 25.6
GDP per capita (US$), 2007 6,544
Annual growth rate of GDP per capita (%), 1990-2007 4,3
Gini index, 1992-2007 61.0
C. Health and education
Government expenditure on health per capita (PP$), 2806 487
Government expenditure on health as a percentaggabigovenrment expenditure, 2006 17.8
Public current expenditure on primary educationpesil (PPP US$) 1,158
Public current expenditure on education as a péagerpf total government expenditure, 2000-2007 21.0
Percentage of total aid allocated to social se¢gnsss disbursements), 2007 72.2
Healty life expectancy at birth (years), 2007 48
D. International financial flows: remittances, ODA and FDI
Remmittance inflows (US$ millions), 2007 141
Remmittance outflows (US$ millions), 2007 120
ODA per capita (US$), 2007 56
E. Human development index trends
Human development index trends, 1980 0.539
Human development index trends, 2005 0.673
Human development index trends, 2007 0.694
Revised HDI rank, 2006 126
F. Human development index 2007 and its components
Human development index value, 2007 0.694
Life expectancy at birth (years) 53.4
Adult literacy rate (% aged 15 and above), 2007 82.91
Combined gross enrolment ratio in education (%0,720 70.6%3
GDP per capita (US$), 2007 13,604
G. Human and income poverty
Human poverty index (HPI-1) rank, 2007 81
Human Poverty Index (HPI-1) value (%), 2007 22.9
Probability at birth of not surviving to age 40 (focohort), 2005-2010 31.2
Adult illiteracy rate (% aged 15 and above), 19992 17.1*
Population not using an improved water source Ea)6 4
Children underweight for age (% under age 5), 2006 13
Population living below $1.25 a day (%), 2000-2007 31.2°
Population living below $2 a day (%), 2000-2007 49.4°
H. Gender-related development index and its components
GDI rank, 2007 105
GDI value, 2007 0.689
Female life expectancy at birth (years), 2007 53.3
Male life expectancy at birth (years), 2007 53.2
Female adult literacy rate (% aged 15 and abo897-2R007 82.9
Male adult literacy rate (% aged 15 and above)712Q07 82.8
Female combined gross enrolment ratio (%), 2007 71.3%7
Male combined gross enrolment ratio (%), 2007 70.0%7
Female estimated earned income (PPP US$), 2007 9,961°
Male estimated earned income (PPP US$), 2007 17,307°
|. Gender empower ment measure and its components
Gender empowerment measure (GEM) rank, 2007 65
Gender empowerment measure (GEM) value, 2006 0.550
Seats in parliament (% held by women), 2008 11°
Earned income (estimated), ratio of female to n208,7 0.58
Year woman received the right to vote 1965
Women in ministerial positions (% of positions) 080 28
Notes:

1 - UNESCO Institute for Statistics estimates bam®eits Global Age-specific Literacy Projectionsaef April 2009.
2 - Data refer to a year other than that specified.

3 - UNESCO Institute for Statistics estimate.

4 - UNESCO Institute for Statistics estimates bameits Global Age-specific Literacy Projectionsaeb April 2009.
5 - Data refer to an earlier year outside the rasfgears specified.

6 - Data refer to an earlier year than that spedifi

7 - UNESCO Institute for Statistics estimate.

8 - No wage data ara available. For the purpomatsfulating the estimated female and male earnamhie, a value of 0.75 was used for the ratio of the
female nonagricultural wage to the male nonagnicaltwage.

9 - Countries with established quata systems foner Quota systems aim at ensuring that womeniuatesat least a ‘critical minority' of 30 or 40
percent. Today women constitute 16 persent of tiklbers of parliaments around the world.
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Table 9: Sierra Leone - HDR 2009

Human Development Report 2009
SIERRA LEONE
HDI Rank - 180 (out of 182 countries)

A. Demographic trends

Total population (millions), 2007 5.4
Total population (millions), 2020 7.3
Urban share of the population (%), 1990 32.9
Urban share of the population (%), 2010 38.4
Annual rate of natural increase of the populatii), 2005-2010 2.4
Total fertility rate (births per woman), 2005-2010 5.2
B. Economy and inequality

Total GDP (US$ billions), 2007 1.7
Total GDP (PPP USS$ billions), 2007 4.0
GDP per capita (US$), 2007 284
Annual growth rate of GDP per capita (%), 1990-2007 -0.3
Gini index, 1992-2007 42.5
C. Health and education

Government expenditure on health per capita (PP$) 2506 20
Government expenditure on health as a percentaggabigovenrment expenditure, 2006 7.8

Public current expenditure on primary educationpeil (PPP US$)
Public current expenditure on education as a p&gerpf total government expenditure, 2000-2007
Percentage of total aid allocated to social se¢gnsss disbursements), 2007 28.7

Healty life expectancy at birth (years), 2007 37
D. International financial flows: remittances, ODA and FDI

Remmittance inflows (US$ millions), 2007 148
Remmittance outflows (US$ millions), 2007 136
ODA per capita (US$), 2007 91

E. Human development index trends

Human development index trends, 1980
Human development index trends, 2005 0.350

Human development index trends, 2007 0.365
Revised HDI rank, 2006 180
F. Human development index 2007 and its components

Human development index value, 2007 0.365
Life expectancy at birth (years) 47.3
Adult literacy rate (% aged 15 and above), 2007 38.11
Combined gross enrolment ratio in education (%0720 44.62
GDP per capita (US$), 2007 679
G. Human and income poverty

Human poverty index (HPI-1) rank, 2007 128
Human Poverty Index (HPI-1) value (%), 2007 47.7
Probability at birth of not surviving to age 40 (focohort), 2005-2010 31.0
Adult illiteracy rate (% aged 15 and above), 19992 61.9°
Population not using an improved water source @a)6 47
Children underweight for age (% under age 5), 2P006 30
Population living below $1.25 a day (%), 2000-2007 53.4
Population living below $2 a day (%), 2000-2007 76.1
H. Gender-related development index and its components

GDI rank, 2007 152
GDI value, 2007 0.354
Female life expectancy at birth (years), 2007 48.5
Male life expectancy at birth (years), 2007 46.0
Female adult literacy rate (% aged 15 and abo@9)7-2007 26.8
Male adult literacy rate (% aged 15 and above)718@07 50.0
Female combined gross enrolment ratio (%), 2007 37.6%°
Male combined gross enrolment ratio (%), 2007 51.74%
Female estimated earned income (PPP US$), 2007 577°
Male estimated earned income (PPP USS$), 2007 783°

|. Gender empowerment measure and its components

Gender empowerment measure (GEM) rank, 2007
Gender empowerment measure (GEM) value, 2006

Seats in parliament (% held by women), 2008 137
Earned income (estimated), ratio of female to n200,7 0.74
Year woman received the right to vote 1961
Women in ministerial positions (% of positions) 030 14
Notes:

.... Data not available

1 - UNESCO Institute for Statistics estimates baseéts Global Age-specific Literacy Projectionsaef April 2009.

2 - Data refer to a year other than that specified.

3 - UNESCO Institute for Statistics estimates baseéits Global Age-specific Literacy Projectionsaef April 2009.

4 - Data refer to a year other than that specified.

5 - UNESCO Institute for Statistics estimate.

6 - No wage data ara available. For the purpomlufulating the estimated female and male earnmmhie, a value of 0.75 was used for the ratio of the
female nonagricultural wage to the male nonagnicaltwage.

7 - Countries with established quata systems fonera Quota systems aim at ensuring that womenitatesat least a ‘critical minority' of 30 or 40rpent.
Today women constitute 16 persent of the membepadiaments around the world.
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