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For De Beers, the last 30 years or so have been filled with attacks by various competitors that has resulted in the firms power being weakened if only slightly. To better understand the implications of these attacks it is necessary to understand De Beers’s strategy from its very inception. Founder Ernest Oppenheimer believed that “The only way to increase the value of diamonds is to make them scarce; that is, reduce production.” It is with this mindset that the firm has operated for the last century. This strategy has also left the firm vulnerable in areas that other competitors have recently begun to take advantage of. I believe that it is in De Beers’s best interest to vertically integrate as well as change the public perception of their brand. 

General Environment


The general public viewing of the diamond industry has changed during recent years from an ignorance of where exactly these stones came from to more public awareness for conflict diamonds. This has helped to make buyers more concerned with the hands that touched their stones. It seems as if this extra peace of mind comes at a premium for the consumers. The cost of upholding the Kimberley process is undoubtedly being passed down to the consumers. The general wealth of the world seems to be increasing at a furious rate. The number of millionaires in the world reached 9.5 million. This is a small fraction of the global population but add to that the high income individuals and it is clear to see that the demand for such goods will continue to rise. This also coincides with the increase in the number of female professionals. Women own roughly 90% of the diamonds. 
Industry


In recent years the diamond industry has become more and more vertically integrated.  Companies such as Lev Leviev have made it a priority to expand their operations. Leviev along with mining their rough diamonds also polish them themselves. In fact by 2004 they were the largest producer of polished diamonds. They also gained access to the retail segment by working with Italian jeweler Bulgari. De Beers advertised diamonds to help increase the demand but never really took advantage of the possibilty of selling to customers. There has also been the introduction of artificial diamonds which has increased the competition as buyers have a choice between real diamonds and artificial ones. The indistinguishable nature of artificial diamonds, at a relatively cheaper price, help to make them a worthy adversary of authentic diamonds.
Competitors


Due to the lack of vertical integration, competition is limited to a small number of firms’. De Beers’s biggest competitor to date is Lev Leviev. There is also increasing competition from the American companies, Genesis and Apollo who both are involved in the making of artificial diamonds. Due to the size and influence of De Beers, its competitors have gained a temporary competitive advantage by performing different services than De Beers. Lev Leviev became vertically integrated while Genesis and Apollo both produce artificial diamonds. Lev Leviev have a temporary advantage due to the fact that De Beers can easily imitate their strategy. Genesis and Apollo have a sustainable advantage due to the fact that De Beers is reluctant to enter such a market.
Strengths


One of De Beers’s greatest strength is its control over the supply of diamonds. By not only producing the stones but buying them from the market when supply gets to  high, the firm has ensured that the price of the diamonds are held at premium. Having this supply also helps in its attack on its competitors. When a competitor tries to sell their stones at a discount De Beers can simply reduced the number of stones they release and the price will increase forcing the competitor to likewise increase their price. Another strength the company has are its machines the “DiamondSure” and the “DiamondView” which are used to distinguish artificial stones from real ones. This technology is vital for informing the consumer about the stone their getting rather than the quality. Regardless of how good the quality and artificial diamond will always be viewed as artificial. These machines help to sustain that perception. The most influential strength that company has to me is the weight of name De Beers. Unlike their competitors, which for the most part are relatively unknown, De Beers name has been synonymous with diamonds for 100+ years. The company’s slogan and of “A Diamond is Forever” is probably the most recognizable slogan there is. The concurrent ad which ran in the sixties is still memorable to this day. This is and advantage that is extremely valuable to De Beers. Very few companies in any industry can match the kind of recognition De Beers receive. When you think diamonds you think De Beers.

Weaknesses


Among the firms’ weaknesses is its lack of vertical integration. The inherent nature of the industry in the past was to be horizontally integrated. This is how a firm like De Beers can have a near monopoly of the mining and supply section of the diamond industry. They used this along with their previously mentioned supply of stones to help push out competitors in that phase of the diamond industry. Their power also allowed them to have influence over the buyers who were forced to take it or leave it. This has become a weakness due to the vertical integration of its competitors and the fact that it cannot control the price of the rough diamonds in the same manner it once could. Increasing competition and tighter antitrust laws worldwide make this very difficult. Buyers have many more options from which they can choose. Another big issue is its image in Africa. In 2004, 69% of De Beers output came from Botswana. Estimates have Botswana’s share of the world production at 25%.  De Beers have been criticized for neglecting the indigenous people. Lev Leviev used this to take advantage of the expiring contract that De Beers has in Botswana. Leviev built factory in Botswana and helped to employ its workers. This put them on the good graces of the government. Leviev used this success to sell the company to the other African Nations who De Beers was going to have to resign a contract with shortly.  
Exhibits 
VRIO Analysis

Value

· De Beers strategy seems very valuable because it has been able to set it self apart from other diamond producer. They don’t sell directly to consumers but their name is well known. 
· There supply management is what allows it to compete and if necessary force its smaller competitors out. This has kept there monopoly going for all these years.
Rarity

· There is nothing rare about the company’s resources as there have been many other competitors who have tried challenge De Beers. Diamonds themselves aren’t as rare as De Beers might have you think which makes producing them based on who can get to them first. 

· The firm supply management likewise is not rare due to the fact that its practices were public knowledge and similar techniques are done in other industries where supply of a product is key to keeping its price up. I can think of oil off the top of my head

Imitable

· There does seem to be a benefit due to the fact that for another competitor to be in the position of De Beers were they can manipulate their prices would take quite a bit of capital. The firm would have to mine as much rough diamonds as they could all while limiting the amount that would enter the market. The profit loss could be enormous. 

· The diamonds themselves are imitable due to the fact that artificial diamonds have been introduced into the market and are comparable in quality to the real stones.

Organization

· De Beers seems to structure its policies and competitive activities to maximize the effect of there resources and capabilities. They not only bought the excess supply of diamonds but they were aggressive at prevent their buyers from selling back old stones at a discount price. Anyone caught doing that would not be allowed to sell De Beers diamonds. There advertising was geared toward making diamonds seem valuable and an eternal symbol of love. This helps create an artificial demand for the stones and with their supply management allows them to realize excellent returns. In 2003 De Beers had sales of $5.5 billion. 
It seems that after doing the VRIO analysis, De Beers seems to have a Temporary Competitive Advantage. It is temporary and not sustainable simply because there is nothing rare about what they do. There are also stiffer antitrust laws that affect how aggressive they can be at manipulating diamond prices. 
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