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Disclaimer 
 
The Prince Albert Regional Economic Development Authority (PAREDA) 
commissioned this report.  The work was undertaken by Diamond Consultants Canada.   
The data used in the report is based upon the best available information at the time of the 
research, and should be considered a snapshot of the situation at the time of writing.   
 
The diamond developments in the Prince Albert region are progressing.  However it is 
not certain that there will be a diamond mine.  The major exploration company in the 
area, Shore Gold (Shore), has not proposed a mine, nor have they completed the 
necessary feasibility studies.  Any discussion, or description of a possible mine is based 
on assumptions made by the author.  These assumptions are based on the best available 
data at the time of writing. 
 
As diamond exploration projects move forward, decisions by the mining companies and 
by the government will impact the accuracy of the assumptions and therefore the 
accuracy and appropriateness of various discussions in this report. 
 
The report is for overall planning purposes, in an effort to gain an understanding of the 
type and possible scale of the opportunities and impacts that a diamond development in 
the Fort a la Corne area might bring to the PAREDA.  It is not intended as a detailed 
planning document or study of one or more projects that have, as yet, not been defined 
or committed to by the industry or the government.  
 
Often with significant new developments that focus on a new and very different 
commodity (diamond), a significant problem for impacted people and communities is 
knowing the right questions to ask.  This report is also intended to provide the PAREDA 
with sufficient knowledge to know the appropriate questions to ask the proponent and 
the government, if and when a diamond mine is proposed.  
 
Neither the PAREDA nor Diamond Consultants Canada received or sought either 
review by or approval of the Government of Saskatchewan or the diamond exploration 
companies active in the area for this report.  
 
Any errors or omissions are the responsibility of the author. 
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1.0 EXECUTIVE SUMMARY 

 
The diamond industry has evolved with numerous traditions and structures that go back 
centuries.  At the same time it is undergoing a rapid change and re-structuring as it 
moves into the 21st century.  These changes are happening at a global level, but they 
impact every aspect of the industry from why exploration companies are working where 
they are to the type of product and sales promotions that your local retailer is using. 
 
Canada is still adjusting to and assessing the diamond industry.  Since the announcement 
of the discovery of diamonds in the Lac de Gras area of the Northwest Territories 
(NWT), Canada has been learning about the industry, its issues and its opportunities.   
As we learn, it is critical that we understand not only where the industry came from, but 
also, more importantly where the industry is going.  What will it look like in five or ten 
year’s time? 
 
In the past, De Beers dominated the entire industry, from exploration to retail.  The 
industry was structured to protect this dominance.  Over the past 25 years, the industry 
has shifted and changed.  Now the industry is driven by the producing jurisdictions, 
primarily in Southern Africa and Russia, and by the consumer. 
 
Producing jurisdictions want increased economic opportunities and benefits for their 
people.  They want increased employment and business opportunities and they are using 
tools such as mine licenses, equity investment, legislation and royalty regimes to achieve 
their objectives.  The need for diamond mining companies to address the desires of the 
producing jurisdictions has become entrenched in their operational approach.  
Jurisdictions such as Western Australia, Botswana, Namibia and South Africa have or 
are establishing structures and frameworks to ensure that the opportunities and benefits 
are maximized for their residents from the mining of their diamonds.  Canada, 
Saskatchewan and the Prince Albert Region should not be left behind in this transition. 
 
Consumers are impacting the industry through increased knowledge about diamonds and 
increased awareness of industry issues.  The Internet is providing consumers with 
increased information about how to buy, price and value diamonds.  While still very 
much price conscious, consumers are becoming more and more issue-conscious.  Ethics, 
sustainable development, conflict diamonds, local benefits are all becoming issues that 
consumers consider when buying diamonds.  The industry has to adjust how it does 
business and how it promotes, markets and sells the product.  This is a difficult 
transition for an industry known for its lack of transparency and mystery.   
 
The Canadian diamond industry is well suited to take advantage of this evolution in the 
diamond-buying consumer.   Canadian diamonds can be tracked to their origin and 
therefore branded as Canadian, earning a premium at the retail level.  They are mined in 
a sustainable manner, with benefits accruing to local aboriginal people and with the 
environment being protected.  For the downstream sectors of diamond trading, cutting 
and polishing, jewellery and retailing, the Canadian business framework and 
environment requires transparency and openness.  
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The diamond pipeline is a cross section of economic sectors.  From exploration and 
mining, through trading of rough diamonds, diamond cutting and polishing, polished 
diamond trading, jewellery design, manufacturing and wholesaling finally to the retail 
store, the diamond moves from mine to market.  Because of the diversity within the 
pipeline, it is often difficult for governments (and businesses) to understand or assess the 
full potential of diamonds.  Governments tend to handle exploration and mining 
separately and differently than retail and consumer issues or manufacturing and 
wholesaling opportunities.  If decisions are made with respect to the exploration and 
mining sector without consideration of, and in isolation from, the potential opportunities 
in manufacturing and tourism, then economic benefits will be lost. 
 
The medium and long term potential for rough diamonds looks very good as there is a 
developing and increasing shortage of rough diamonds.  With the ending of the 
monopolistic control of the rough diamond market by one producer, there is increased 
volatility in the rough diamond pricing.  However the upward trend is strong.  The 
growing Chinese and Indian markets are driving the demand for diamond jewellery, 
while the US market dominates by consuming almost 50% of the world’s diamond 
jewellery. 
 
Globally, Canada is the primary target for diamond exploration.  This despite the 
generally high costs of exploration and mining.  This image is somewhat distorted by the 
fact that all diamond mines to date are in remote isolated northern locations, where the 
cost of operations is high.  Saskatchewan is an exception to this, and needs to take 
advantage of the lower cost structure, not only in exploration and mining, but in 
downstream processing as well. 
 
The impact of diamond developments can be substantial.  The Prince Albert Region has 
the opportunity to assess what has happened elsewhere, and to develop approaches and 
plans to maximize what diamond opportunities may develop here.   At this time, there is 
no certainty that a diamond mine will develop at Fort a la Corne.  While there have been 
positive results to date, there are still significant steps that need to be successfully 
completed before a mine decision can be made.   
 
Assessing potential impacts in the absence of a project description or mine proposal is 
uncertain and requires significant assumptions and estimates.  At best the results provide 
an order of magnitude estimate.  These estimates allow for the establishment of 
priorities.   
   
The greatest impacts come from the mining of diamonds.  Significant jobs are created 
directly and indirectly, potentially in excess of 3,000 by a large open pit diamond mine 
in the Fort a la Corne area.   Significant business opportunities will also likely develop, 
with potentially $150 million annual expenditures within the Prince Albert Region.  
Some business sectors that will likely be in demand include security, construction, 
electrical, maintenance and heavy equipment.  
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In order to take advantage of these job and business opportunities, work needs to be 
begun at developing a training plan and a business development plan.  By working with 
local training institutions, the mining company, aboriginal groups, local businesses and 
the provincial and federal governments, the Prince Albert REDA can play a critical 
coordinating role in the development of these plans.  Establishing communications with 
the key players, and setting common objectives and priorities, will ensure that, if and 
when a diamond mine is announced, the Region can hit the ground running to ensure 
that the needs of the diamond development and the objectives of the Region are being 
met. 
 
A diamond mine in the Fort a la Corne area will not be an isolated mine, designed as a 
stand alone entity, flying its workers in and out on a regular basis.  It will be part of the 
community, and the surrounding communities will provide accommodation, support 
services and infrastructure for the mine.  There will be costs associated with the 
development.   The areas in which these costs are likely to occur include infrastructure 
primarily an impact on roads, services (such as education, health services for the 
increased population), housing (a need for more housing for the incoming workers) and 
municipal services (building inspectors etc to handle increased development).  There 
will also be government revenues associated with the development in the form of 
royalties, corporate and personal income taxes, property taxes, fuel taxes etc.  However 
until a mine proponent submits a proposal / project description, the costs and revenues 
cannot be calculated.   
 
The Prince Albert REDA should begin creating within the Provincial Government an 
understanding and awareness of the potential costs that a diamond mine development in 
the Fort a la Corne may bring.   Once a project proposal is submitted, the Prince Albert 
REDA needs to work with the provincial government to identify the specific costs and 
the potential sources of revenues to address the costs.  All parties need to recognize that 
the mine development will require support and services from the surrounding 
communities in order to be successful.  
 
There is also substantial opportunity in the downstream diamond activities.  Rough 
diamond sorting, valuation, sales, diamond cutting and polishing all provide 
opportunities for further job creation and business ventures.  It is clear from the 
experiences of other jurisdictions that some, if not all of these activities will be 
economically viable in Saskatchewan.  To what scale and value depends on primarily 
on the characteristics and volume of the rough diamonds produced by the mine, which 
will not be known until a project description is submitted.  It is also clear from the 
experiences of other jurisdictions, that these opportunities will be lost if action is not 
taken by the responsible authorities.  Inaction is in essence a decision.  In the past, the 
province lost out on over $1.5 million in annual tax revenues and a loss of over $12.8 
billion in Gross Provincial Product (GPP), by missing uranium value added 
opportunities.  Diamonds are a new opportunity. 
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Diamonds represent a significant opportunity for Saskatchewan and for the Prince 
Albert region.  In order to maximize these opportunities and the associated benefits, they 
must be assessed and considered before, and during the decision-making processes, by 
the responsible government authorities, the mining company and the Prince Albert 
REDA.  
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2.0 INTRODUCTION 

 
Diamonds are exciting.   
 
Diamonds are new.   
 
Diamonds are different.   
 
Diamonds are a great opportunity.   
 
But what are those opportunities?  How do communities and a region take advantage of 
those potential opportunities?  What needs to be done to ensure that these opportunities 
are available to residents? 
 
As the diamond projects in the Fort a la Corne area have advanced, the Prince Albert 
Regional Economic Development Authority (PAREDA) decided that a better 
understanding of the global and Canadian diamond industry was required. 
 

Figure 1: Prince Albert REDA
1
 

 
 

                                                
1 Prince Albert and Area Regional Development Strategic Plan, Derek Murray Consulting Associates, Oct 

2005 
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The PAREDA is a voluntary non-government organization whose members include 
cities / towns and municipalities, aboriginal groups and businesses.  The purpose of the 
PAREDA is to bring a local approach to economic development by bringing the 
community together to support wealth creation and attract new investment. 
 
The PAREDA undertook this work in order to understand how other jurisdictions have 
benefited from diamond developments, what diamond developments in the Region 
might look like, and how the Region should prepare themselves for the developments. 
 
The document provides an overview of the global diamond industry, and of the 
Canadian industry.  The economic impact of diamonds on various jurisdictions is 
reviewed.  It is intended to provide part of the foundation for making decisions about, 
and planning for the development of a diamond industry in the Prince Albert region. 
 
Over the past 15 to 20 years the global diamond industry has undergone considerable 
change and evolution.  These changes continue as the industry adjusts to the 21st 
century.  Canada has played a role in the changes and developments within the diamond 
industry, since the announcement of the discovery of diamonds in the Lac de Gras area 
of the Northwest Territories (NWT) in 1991. 
 
The diamond developments in the Fort a la Corne region are still at an early stage.  
There is not yet any certainty of when, or even if there will be a mine.  At the same time 
there has been considerable speculation about the potential impacts, concerns and 
opportunities.  At this time, without a completed pre-feasibility study on the Star 
kimberlite or a description or proposal for a mine, it is difficult to make detailed or 
accurate predictions of impacts.  However, by examining what has happened elsewhere 
with diamond developments, and based on the limited data available at this time, best 
guess estimates can be, and have been developed.  As the developments move forward 
and the information, plans and data improve the estimates can also be improved. 
 
It must be recognized that the work undertaken so far in central Saskatchewan has not 
lead to the certainty of a diamond mine. However there is sufficient positive results and 
evidence that the diamond resources are significant. Whether they can be economically 
extracted, by the various players involved at this time still needs to be determined.   
 
Saskatchewan and the Prince Albert region have the opportunity to learn from and 
benefit from the successes and failures of other jurisdictions around the world, and in 
Canada, as they have faced the issues, concerns and opportunities associated with 
diamond developments.   While they are not blueprints for development, as each 
jurisdiction is unique, they do provide clues and ideas that the Region and the Province 
should consider so that in 15 years time, the Prince Albert Region will be considered 
Canada’s Gateway to Diamonds. 
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3.0 THE GLOBAL DIAMOND INDUSTRY 

 
The diamond industry is truly a global business.  Exploration and mining occurs from 
the far north of Canada and Russia to the jungles of Africa, and the deserts of Australia.  
Diamond cutting and polishing and jewellery fabrication is undertaken from large 
factories in China, and India to small-specialized facilities in New York, and Milan.  
Diamonds are purchased and worn all around the world, from the fashion centers of 
London and Hollywood to the houses and homes in Beijing, New England and 
Saskatchewan. 
 
At the same time it is a relatively small industry in total value.   Total value of diamond 
jewellery (which includes the polished diamonds, other gemstones and the precious 
metal settings) sold globally in 2006 was under US$70 billion, while the value of the 
polished diamonds in that jewellery was under US$20 billion.   
 
Diamonds and diamond jewellery are luxury products.  They are not a necessity, but a 
product for which the demand has been carefully built up and grown through marketing 
and advertising.  Their competition includes luxury cars, travel and cruises, and yachts.  
The primary market is for women and within that marketplace; their competition 
includes perfume, luxury clothing, furs and shoes. 
 
The global diamond industry is most often described in terms of a pipeline that shows 
the sectors and stages that diamonds move through as they move from mine to the 
consumer.  Within the pipeline, diamonds cross over a number of sectors that 
traditionally do not interact with each other:  exploration & mining, manufacturing, and 
retail.  The standard diamond pipeline can also have diamond exploration added on the 
front end and diamond related tourism at the end.   
 
This broad range of sectors often makes it difficult for governments to deal with the 
diamond industry:  is it a natural resource industry, a manufacturing industry or a 
consumer industry?  Realistically diamonds are all three and more.   
 
Generally governments will have different departments or ministries responsible for 
these sectors, and the various departments do not always work together or in tandem.  
The expertise that handles exploration and mining issues, permitting, assessments and 
mineral data is different than the expertise needed to assess economic development 
opportunities in manufacturing, tourism and retail. 
 
Because of the range of sectors that diamonds involve, it is often easier, when 
considering the global diamond industry, and assessing the diamond pipeline, to split 
them into sections.  The first section consists of exploration and mining, the second, 
rough diamonds and diamond cutting and polishing and the third section being diamond 
jewellery and retail.   
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There are a number of overall trends and issues that face the global diamond industry.  
Some of them are new, and others have been around for some time.  They are all factors 
that will impact the viability and operations of a diamond mine in five years time, and 
how the downstream diamond industry will function in 2012. As these trends and issues 
impact all sectors of the pipeline an overview is required before examining the various 
sections within the diamond pipeline. 
 
3.1 Trends and Issues 

 
The diamond industry is undergoing a period of rapid change.  One could say that over 
the past 15 years, the industry has been moving from the 19th century to the 21st century. 
 
Historically, De Beers played the role of custodian of the industry as a controlling 
monopoly.  De Beers set rough prices and allocated supply and therefore controlled 
profits and success within the downstream sectors.  Often diamond businesses relied 
more on a good relationship with De Beers than on strong business decisions.  
 
Since De Beers is such an important part of the diamond industry, it is critical to be clear 
on the corporate terminology.   De Beers refers to the overall corporate entity that 
includes the marketing arm, Diamond Trading Company (DTC), the Canadian based 
mining arm, De Beers Canada and the South African mining arm, De Beers 
Consolidated mines (DBCM).  Debswana is the 50/50 joint venture between De Beers 
and the Government of Botswana, and that owns and operates all the diamond mines in 
Botswana.  Namdeb is the 50/50 joint venture between De Beers and the Government of 
Namibia that owns and operates a number of diamond mining operations in Namibia. 
 
Through the 1980’s and 1990’s a series of events forced huge scale changes within the 
structure of the diamond industry.  These initiating events included the end of the South 
African apartheid regime; the collapse of the Soviet Union; the development of the 
Argyle diamond mine and the associated decision by Rio Tinto to market rough 
independent of De Beers; and the discovery of diamonds in Canada.  Beginning in the 
late 1990s, De Beers made the strategic decision to withdraw from the role as custodian 
of the industry and begin implementing the Supplier of Choice (SoC) program. SoC was 
designed to force the diamond markets from one controlled by supply to one driven by 
demand. 
 
The current issues that face the industry, and that will shape its future can be grouped 
into two areas: Government driven and industry driven.  However the various issues 
overlap and impact each other, and will continue to do so as the industry evolves and 
restructures itself. 
 
A new diamond mine coming into operation in the next five years will need to be aware 
of these trends, and incorporate a response and / or position on them.    Governments of, 
and businesses within, diamond jurisdictions also need to be aware of these trends. 
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3.1.1 Government Driven 

 
3.1.1.1 Beneficiation 

 
The desire by governments of producing countries to add value to rough diamonds 
mined within their jurisdiction before export is not new to the industry.  Russia has had a 
significant diamond cutting industry for decades based on accessing supply of Russian-
mined diamonds. South Africa has had legislation on its books for years requiring 
diamond producers to offer product for sale before export.  However the legislation was 
never fully applied.  Botswana and Namibia had a few diamond factories in operation, 
but their economic viability was always in doubt.  Western Australia provided a royalty 
incentive system to encourage value-added activity, although, due to the very low 
quality of the Argyle mine production, little was achieved. 
 
Table 1: Historic Approaches to Diamond Beneficiation 

 Support 
Mechanism 

Outcome Reasons? 

Botswana Legislation 3 marginal factories - producer resistance 
- minimal political support 
- industry resistance 

Namibia Legislation 1-2 marginal 
factories 

- producer resistance 
- minimal political support 
- industry resistance 

South 
Africa 

Legislation, 
rough export 
tax 

Volatile industry - producer resistance 
- minimal political support 
- industry resistance 

Russia State ownership 50+ factories, 
economic viability 
marginal 

- industry resistance 
- not driven by economics 

Western 
Aust. 

Royalty 
incentive 

1 small factory - poor quality of rough 
- producer resistance 

 
 
More recently, the Government of the NWT (GNWT) developed a strategy and 
approach to take advantage of value-added opportunities with some success and some 
failures2. 

 
The first significant positive experience with beneficiation (or adding value to the raw 
resource before export, for the benefit of the producing jurisdiction) in Southern Africa 
was in Botswana, where, in 2003, the renewal of the mining leases for the very 

                                                
2  Creating the Sparkle, M. Irving, The Canadian Gemmologist Vol 28, No. 3, Sept 2007 
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profitable Jwaneng and Orapa diamond mines were tied to significant support and a 
commitment for value-added initiatives from De Beers.  By 2008, DTC Botswana (a 
joint venture between the Botswana Government and the DTC) will be sorting and 
selling Debswana’s rough diamond production mined in Botswana, from Gabrone, 
Botswana.  Approximately $550 million a year of rough (or approximately 15% of 
production) will be supplied to local manufacturers within the next two years3.  In 
Namibia, the newly formed Namibia DTC will sell over $300 million (over 40% of 
production) a year to local manufacturers4.  Sierra Leone, the Democratic Republic of 
Congo (DRC), Angola and South Africa are all following suit, using different 
approaches depending on their respective situations.  However because of inconsistent 
and incomplete data and the varying political, economic and social structures in each 
jurisdiction, it is difficult to compare directly the approaches of the various jurisdictions. 
 
While economic impacts (jobs, business opportunities, etc.) are the primary objective of 
a beneficiation policy, building up a local diamond cutting and polishing capability can 
also provide a host government with an improved understanding of the valuation of 
rough diamonds and the value of their production5. 
 
Mining jurisdictions all have their own mining legislation and regulations that govern 
the mining sector. In addition, every significant diamond-mining jurisdiction except 
Canada has diamond specific legislation.  Diamond specific issues that are addressed in 
the various pieces of legislation, regulations or attached to mine leases include:  
royalties, valuation, marketing strategies, security provisions, licensing for diamond 
possession and of diamond businesses and the supply of rough diamonds locally.  
Information on Russian legislation and control is uncertain, but based on the state 
ownership of the mining company, the data in the table is realistic. 
 
Table 2: Aspects of Diamond Specific Legislation in Various Diamond Jurisdictions. 

 South 
Africa 

Botswana Namibia Western 
Australia 

Russia 

Diamond Specific Royalties X X X X X 

Marketing Strategy Approval X X X X X 

Security provisions, including 
licenses for possession of rough 
and diamond businesses 

X X X X X 

Valuation X X X X X 

Local sale of rough X X X  X 

Fiscal incentive for local sale    X  

Fiscal penalties for export of 
rough or not selling locally 

X  X   

Limits of quantity of rough that 
can be exported 

    X 

                                                
3  DTC Botswana to sell US$550M of Rough Annually to Local Manufacturers, DIB-on-line, Sept 5, 2007 
4  Namibian DTC to Sell N$2.1 Billion Worth of Diamonds to Local Manufacturers, DIB-on-line, July 24, 

2007 
5  Vybornov's Antwerp Speech Stirs Hornet’s Nest, www.polishedprices.com, Oct 24, 2007 
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It is interesting to note that, in all jurisdictions, the state has a role in approving the 
marketing strategy of the producer.  So for example, while the state of Western Australia 
does not require local sales of rough, the Minister has the ability to require it through the 
required Ministerial approval of the marketing strategy of the producer.  The 
involvement of the state in the marketing strategy is for several reasons: 

1) Support for Value Added/ Beneficiation 
2) Compliance with Competition Laws 
3) Ensure rough diamonds being sold in a manner that provides maximum royalties 

for the state. 
 
The reallocation of rough diamond supplies by producers to the countries of Southern 
Africa and away from the traditional diamond cutting centers of India, Israel and China 
will have a substantial impact on the industry.  Total rough allocations to these 
traditional centers will decrease, forcing factories to close.   In response, the industries in 
these centers, as well as their respective governments are working to ensure continued 
supplies through whatever means they can. 
 
3.1.1.2 Conflict Diamonds 

 
The issue of conflict diamonds first arose publicly in December 1998, when the NGO 
Global Witness published a report highlighting the use of diamonds to fund the civil war 
in Angola6.  Over the next few years the Kimberley Process was developed by the 
various diamond jurisdictions and the industry.  The Kimberley Process led to the 
Kimberley Process Certification System (KPCS).  The KPCS ensures that only 
legitimate certified rough diamonds can be exported or imported into the 74 
participating countries.  The KPCS along with action by the United Nations has led to 
the virtual elimination of conflict diamonds from the diamond industry.   
 
However, through the KPSC governments became involved in the tracking of the global 
movement of rough diamonds.  They also became aware of tax evasion, smuggling and 
other illegal activities by a small percentage of industry players.  These “illicit” diamond 
activities are now a concern for governments and industry and some would like to see an 
expansion of the Kimberley Process to address these illicit diamond activities.  In 
general, the Kimberley Process has raised awareness within government of the lack of 
transparency within the diamond industry. 
 
The conflict diamond issue has also raised awareness within the entire diamond pipeline 
of the importance of the diamond jewellery consumer.   While De Beers has always had 
a focus on the end consumer, most of the other players in the pipeline have not.  The 
potential impact of how rough diamonds are mined and traded on the buying decision of 
the consumer of the diamond jewellery has changed, and will continue to change, how 
the diamond pipeline operates. 
 

                                                
6  A Rough Trade, Global Witness, Dec 1998 
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3.1.1.3 Competition Laws 

 
In 1999 De Beers announced the Supplier of Choice (SoC) program.  A key factor for 
the program was the fact that De Beers was a monopoly, and therefore they needed to 
adjust how they operated in order to be legally compliant in a number of jurisdictions.  
As the primary location of rough diamonds sales by the DTC was in London, U.K., the 
DTC submitted the SoC program to the European Union Competition Authorities for 
approval.  After various legal battles and reviews, De Beers finally received approval for 
the SoC program. 
 
More recently, the EU Competition Authorities issued a ruling limiting the sale of rough 
diamonds from Russia to the DTC.  While still the subject of some appeals and legal 
processes, this ruling has already led to a shift in rough supply processes, reducing the 
supply available to the DTC. 
 
Competition authorities in most diamond jurisdictions have at one time or another 
investigated or been involved in the diamond industry.  Over the past 50 years, De Beers 
has been charged and convicted on a number of occasions by US Authorities for anti-
competitive actions.  Recently De Beers entered into negotiations and completed an 
agreement with US authorities to resolve these issues (through payment of a substantial 
fine) and obtain permission to allow De Beers to operate in the United States.   
 
Concern surrounding competition laws is one of the reasons diamond-mining 
jurisdictions generally play a role in approving the marketing strategy of producers.  
Canada’s competition authorities have not to date investigated the industry.  
 
3.1.2 Industry Driven 

 
3.1.2.1 Supply and Demand of Rough Diamonds 

 
Supply and demand in the diamond industry really consists of two separate yet linked 
markets.  The first is the supply and demand of rough diamonds and the second is the 
supply and demand for polished diamonds.   The two markets are seldom in harmony.  
In fact they are usually out of balance. 
 
In some presentations about diamond companies, the market that is discussed is the 
supply of rough diamonds and the demand for diamond jewellery.  The point that the 
supply of rough diamonds and the demand for diamond jewellery are separated, and 
complicated by the issues of the demand for rough diamonds, the supply of polished 
diamonds and the supply of diamond jewellery is often glossed over.   While it is correct 
that the supply of rough diamonds and the demand for diamond jewellery are linked, the 
factors that impact each of the supply and demand markets between the two are 
different. 
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However, even with that caveat, the supply of rough diamonds is insufficient in the next 
10-20 years to meet the expected growth in demand for diamond jewellery.  Some 
existing diamond mines are reducing production as they age, and as they go 
underground.   There are no large diamond mines (3 million carats / year or more) in the 
development pipeline, and there have not been any since Diavik opened in 2003.  This 
shortfall is what will drive rough prices over the next 10 years, and is one of the factors 
driving the increase in diamond exploration.  
 
On the demand side, the demand for diamond jewellery will increase as consumers in 
China and India buy into the diamond dream.  However it will take time, as diamonds 
are a luxury and a middle class with disposable income needs to be well established 
before consumers begin spending on diamonds.  They will probably buy cars, houses 
and appliances before they spend on diamonds.  Synthetics will fill some of the demand 
(see below) and diamond jewellery will still need to compete against other luxury 
products, but the overall market looks strong for the next 10-20 years.  
 
3.1.2.2 Synthetics 

 
Synthetic diamonds have been around since the 1960s, and they now comprise over 95% 
of the industrial diamond market.  It has only been recently that synthetic diamonds have 
begun to impact the gem diamond market.   
 
The leading manufacturer of synthetic diamonds for the industrial market in the world is 
Element 6, a subsidiary of De Beers.  However, there is no evidence that De Beers is 
involved in producing synthetic gem diamonds for commercial purposes.   
 
The diamond industry’s major concern with synthetics is the need to ensure full 
disclosure about the synthetic diamonds to consumers.   There is disagreement between 
the producers of synthetic diamonds and the greater diamond industry on strategy and 
terminology (lab-created vs. man-made vs. synthetic vs. cultured, etc.)7. Diamond 
grading labs have in general all agreed to issue grading certificates for synthetic 
diamonds 
 
With improvements in technology, supplies are slowly increasing, mostly in fancy 
colours, but they still remain a very small percentage of the consumer market (less than 
1%).   Some analysts estimate that the sales of lab-created rough diamonds will rise to 
one million carats per year by 2010.  However it is reasonable to assume that synthetics 
will fill a part of the predicted shortfall in supply of rough over the next ten years.  
 
 
3.1.2.3 Consumer confidence / Transparency 

 
Since the 1970’s independent grading labs have provided grading reports or certificates 
(certs) for polished diamonds.  The certs are valuable selling tools for the retailer, 

                                                
7  Blom calls for Common Strategy, Nomeclature on Synthetics, Rapaport, Oct 23, 2006 
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providing confidence to the consumer that their diamond is what the retailer says it is.  
However it must be noted that polished diamond grading is, other than weight, 
subjective.   
 
The major global grading laboratories include:  Gemological Association of America 
(GIA, International Gemological Institute (IGI), American Gem Society (AGS), High 
Diamond Council of Antwerp (HRD) and European Gem Laboratory (EGL).   Certs 
from different labs are “valued” differently by different markets.  For example in the 
US, the GIA and AGS are considered “better” than EGL or HRD.   
 
Polished diamonds are graded on four categories:   

1) Weight measured in carats is the only objective category. 
2) Cut, the quality of the cut (symmetry, finish etc…) 
3) Colour, measured on a scale where “D” is whitest 
4) Clarity, measured at what can be seen within the diamond under 10X 

magnification 
 
In 2005, the GIA faced a scandal about the grading of polished diamonds.  Employees 
were accused of upgrading polished diamonds in exchange for payments8.  While the 
issue did not receive much press in the consumer market, it was a wakeup call to the 
industry.  Concerns with the independence of grading reports, combined with conflict 
diamonds, reports of diamonds being used to finance terrorism9, synthetics and the lack 
of transparency in the industry all combined to highlight the issue of consumer 
confidence.   
 
Within consumer markets, there is an overall increase in the area of ethical buying.  
More and more consumers want to know where the product came from and was it 
produced in a sustainable, positive manner?   
 
3.1.2.4 Financing 

 
Rough diamond purchases are cash sales.  However, sales to retailers by diamond 
dealers and diamond manufacturers are generally on terms (payment in 60, 90, 120 
days) or memo (memo sales are when the product remains the property of the dealer or 
manufacturer, but is displayed by the retailer.  Payment to the dealer or manufacturer is 
not due until the product is actually sold to a consumer).  So in addition to the need for 
cash for every regular rough diamonds sale, diamond dealers and manufacturers also 
provide financing for the retailers. 
 
Specialized financial institutions, referred to as diamond banks, provide financing for 
diamond dealers and manufacturers. Diamond banks specialize in providing financing to 
the downstream activities of the diamond industry, from rough to jewellery.  
Traditionally they are not involved in retail, or in mining, though that is changing.  

                                                
8  GIA fires four in NY, Appoints Moses to head Lab, Rapaport, Oct 18 2005 
9  Blood from Stones, Douglas Farah, Broadway Books, 2004 
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Providing credit for diamond activity is a specialized business because of the unique 
aspects of the business:  how to value diamonds, the family nature of many diamond 
businesses, and memo sales for the polished diamonds sector.  Leading diamond banks 
include ABN-Amro, Antwerp Diamond Bank, State Bank of India and Bank Leumi, 
though over 60 banks provide some sort of financing to the diamond industry.  Most 
diamond banks have branches in the major centers of Antwerp, Tel Aviv, Mumbai and 
New York.  Some banks are now establishing branches in Southern Africa and Dubai. 
 
Bank debt has increased substantially since 2000.  This debt is primarily carried by the 
middlemen in the pipeline: the dealers, manufacturers and wholesalers.  The following 
factors have impacted the debt level: 

1) Increased costs associated with the requirement (by the DTC as part of the 
Supplier of Choice program) to market and brand the polished diamonds; 

2) Increase sales of rough as De Beers and the Russians sold their stockpiles of 
rough diamonds between 1998 and 2002, which lead to an over capacity in 
manufacturing, and a bulge of polished diamonds in inventory; 

3) The need to provide generous terms (extended terms of payment and memo sales 
provided to retailers) in order to move the excess of polished diamonds created 
as the stockpiles of rough diamonds moved down the pipeline; 

4) More recently, the increased cost of buying rough diamonds, as rough supplies 
get tighter and diamond manufacturers compete for supplies to keep their 
factories going. 

 
Figure 2:  Estimated Level of Debt Carried by the Diamond Banks, 2000-2006 (US $ billion)

10
 

 As bank debt increased, diamond banks found themselves requiring their clients to 
comply with the increased scrutiny that was imposed on many sectors in the aftermath of 
the events of 9/11.  The increased scrutiny and the need for greater transparency has 
transformed and formalized the traditional “family” relationship between clients and 
bankers. 
 
As long as interest rates stay low, and demand for diamond jewellery continues to stay 
positive especially in the US, the level of debt is not a concern.  However should interest 
rates rise, or diamond jewellery sales drop due to a slowing of economic growth, then 
bankruptcies are likely. 

                                                
10 Rapaport Facts and Figures, Rapaport Diamond Conference, 2007 
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3.1.2.5 Marketing / Branding 

 
Historically, advertising in support of diamonds was undertaken and paid for by De 
Beers.  In general, the diamond jewellery sector is under branded.  It is the only major 
luxury product that is generally marketed without the benefit of brands11.  This fact was 
slowly recognized by the industry in the late 1990s and the DTC made it a core part of 
the SoC program.  Other diamond producers were also adjusting by encouraging 
branding and marketing. 
 
Diamonds are now being branded in a number of ways: 

1) By the producer:  BHP Billiton produces the Canadamark diamonds in joint 
ventures with downstream players.  De Beers brands diamonds using the 
Forever mark, and also through their retail operations (De Beers retail stores 
which are a joint venture between De Beers and luxury marketing company 
LVMH). 

2) At the retail end, by branding the retailer.  Tiffany, Cartier and Harry 
Winston are international examples, while in Canada, Birks and Peoples 
(People’s Canadian Diamonds) are examples of this approach. 

3) By cut:  a distinctive cut or shape to the diamonds provides the 
differentiation from other diamonds.  The Leo cut by Schachter and Hearts 
on Fire are examples of this approach. 

4) By origin:  Started in the NWT, this approach is slowly gathering interest, as 
other changes in rough diamond distribution allow the tracking of origin 
from mine to market.  In addition to 25+ Canadian brands (such as the Polar 
Bear), country of origin brands are now produced by factories based in 
Botswana, Namibia and South Africa (based on mined, cut and polished 
within the respective jurisdiction). 

 
The need for branding and increased marketing is strong if diamonds are to compete 
successfully with other luxury goods. Branding provides the consumer with status, the 
ability to make a fashion statement, the ability to supply value-added services (buy 
backs etc…) and assurance of quality.  It is the assurance of quality, in conjunction with 
consumer confidence and a drive to make ethical choices that seems to be the strongest 
driving force behind diamond brands at this time. 
 
 
3.2 Canadian Trends and Issues 

 
In addition to the global trends that the diamond industry is facing, diamond operations 
within Canada face a number of Canadian specific trends and issues that must be 
considered.   
 

                                                
11  From Mine to Mistress, Chaim Even-Zohar, 2002 
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3.2.1 Costs 

 
When compared to most other diamond jurisdictions, whether mining (Botswana, South 
Africa) or processing (India, China), Canada is a high cost environment.  Since the 
diamond industry is most familiar with the mining operations and the cutting factories in 
the NWT, the perception within the diamond industry is actually worse than the reality.   
 
The high costs of operating in Canada are exacerbated by the rise in the Canadian dollar 
in relation to the US dollar.  Around the world, diamonds are priced, bought and sold in 
US dollars.  So as the US dollar falls in comparison to the Canadian dollar, the operating 
costs for mining and manufacturing in Canada increase in relation to the revenue earned 
(which is in US Dollars).  
 
In Canada, and certainly in western Canada, there is an increasing shortage of labour.  
Driven initially by the large oil sand developments in Alberta, but reinforced by the 
diamond developments in the NWT, the construction demand in Vancouver for the 2010 
Olympics, and the overall positive economy in Alberta and Saskatchewan, there is a 
shortage of skilled workers in almost all sectors of the work force.  Construction costs 
are increasing, and will continue to increase, while labour components of operating costs 
are also increasing. 
 
3.2.2 The “Canadian” Diamond 

 
One of the areas of the Canadian diamond industry that has impacted the global industry 
is the development of the “Canadian” diamond brand.  The timing for the development 
of the “Canadian” brand was right for the following reasons: 

1) A desire by the GNWT to offset higher processing costs in the NWT through 
developing a premium on the finished product; 

2) Increased desire within the diamond industry for branded products; 
3) The existing “Canada” brand based on the positive image of Canada 

globally; 
4) The ability to access rough diamonds directly from the mines and therefore 

have the ability to certify the origin of the diamonds; and 
5) General increase in awareness from the consumer about the ethical issues 

around diamonds (conflict diamonds, etc…). 
 
An issue that is unresolved is whether or not Canadian mined rough diamonds sell for 
more because their origin can be substantiated as Canadian, and therefore they can be 
branded as Canadian. Because valuations and selling prices are not publicly disclosed, 
the actually selling price of Canadian rough diamonds versus rough diamonds of 
unknown or other origin is not known.  
 
There are well over 20 branded Canadian diamonds, and a number of certification 
systems have been developed in order to provide confidence to the consumer about the 
mined origin of the diamond.    
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While the definition of a Canadian polished diamond in Canada has been addressed 
through the federal Competition Bureau, other jurisdictions appear to be applying a 
different definition to their branded product.  In Canada a “Canadian” polished diamond 
is a diamond that was mined in Canada, regardless of where it was cut and polished12. 
Botswana and Namibian branded diamonds must be mined, cut and polished within their 
respective jurisdiction, as is the South African Rand diamond.  
 
Based on anecdotal discussions with a number of diamond dealers and retailers, sales of 
Canadian diamonds (loose stones or in jewellery) can be estimated at 30% - 35% by 
value of diamond jewellery sales in Canada.  Anecdotally, premiums on Canadian 
branded diamonds range as high as 10% and the demand for Canadian product is 
greatest in western Canada.   
 

                                                
12  www.competitionbureau.gc.ca/internet/index.cfm?itemID=1221&lg=e 
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4.0 DIAMOND EXPLORATION 

 
Globally, exploration expenditures for diamonds have been increasing steadily for the 
past five years.  In general, exploration is driven by a number of factors:  geological 
potential, taxation, political stability, security, uncertainty concerning the administration, 
interpretation, and enforcement of existing regulations; environmental regulations; 
regulatory duplication and inconsistencies; uncertainty concerning native land claims 
and protected areas; infrastructure; socioeconomic agreements; and labour issues.  
Diamond exploration is no different. 
 
The Fraser Institute undertakes annually a comparison of the attractiveness of various 
jurisdictions for mineral exploration.  The survey of global exploration companies 
measures the overall policy attractiveness (Policy Potential) of sixty-five jurisdictions 
based on the factors listed above. 
 
Table 3:  Policy Potential of Selected Diamond Exploration Jurisdictions

13
 

 2004/2005 2005/2006 2006/2007 

 Score Rank / 64 Score Rank / 64 Score Rank / 65 

 Saskatchewan 79 5 81 7 77 10 

Quebec 78 7 86 5 84 7 

Ontario 78 8 78 9 72 20 

Nunavut 36 48 27 53 47 39 

Canada 

NWT 36 49 29 52 45 41 

Northern Terr. 62 25 66 20 76 15 Australia 

Western Aust 74 12 73 11 72 18 

Botswana 35 50 49 36 47 38 

South Africa 32 53 45 37 29 53 

DRC 11 63 13 62 17 57 

Zimbabwe 8 64 2 64 3 65 

Brazil 47 38 66 19 51 36 

Russia 17 61 23 58 16 58 

 
While some jurisdictions with diamond exploration expenditures are not included in the 
Survey (Namibia for example), it is clear that Canadian and Australian jurisdictions rank 
considerably higher than the other jurisdictions that are targets of diamond exploration.   
 
Canada is the number one jurisdiction for diamond exploration expenditures and has 
been for the past five years.  This has primarily been driven by the very favourable 
overall mineral policies and the success of the Ekati and Diavik diamond mines.  On the 
negative side, operating cost in Canada, especially in the more remote northern 
territories and northern parts of the provinces is an impediment to exploration.  Across 
Canada labour is increasingly a concern for mineral exploration companies. 
 

                                                
13 Fraser Institute Annual Survey of Mining Companies 006/2007, The Fraser Institute 
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Figure 3: Estimated Global Diamond Exploration Expenditures (US$ Million)
14

 

 
Another factor that some diamond exploration companies express concern about is the 
demand by governments for value-added benefits or beneficiation.  During the National 
Diamond Strategy discussions in Canada (2003-2004), the exploration community stated 
clearly that any move to restrict or influence how producers should market rough 
diamonds would result in a disincentive for exploration and new development activity15.  
Reasons included concerns with cherry picking of production for local consumption, and 
the inability of producers to freely market their production in a manner to maximize 
return for their shareholders. 
 
However there is no evidence to support this assertion.  Despite the very strong legal 
requirements for beneficiation / value added in Southern Africa, exploration 
expenditures for diamonds continue to rise in those jurisdictions.  As shown in the above 
figure, exploration expenditures are growing in Africa and elsewhere faster than in 
Canada.   
 
Diamond exploration expenditures continue to increase in Canada.  While Canada is 
considered a high cost environment for exploration and mining, Canada’s excellent 
geology for diamonds, and, as discussed above, favourable mineral policies are the 
significant attractions.   
 
The priority target in Canada is the Northwest Territories (NWT), based on the standard 
principle in mineral exploration that the best place to find a mine is close to existing 
mines.  The Ekati diamond mine is owned 80% by BHP Billion (BHP) and 10% each by 
the two prospectors who found the deposit, Charles Fipke and Stewart Blussom.  The 
Diavik diamond mine is owned 60% by Rio Tinto and 40% by Harry Winston Diamonds 
(used to be Aber Diamond Corporation).   The Snap Lake mine, owned 100% by De 
Beers Canada, will be in full production early in 2008, while the Gahcho’Kue project 
(owned 51% by De Beers Canada and 49% by Mountain Province) is currently 
undergoing permitting and environmental review.   Ongoing exploration continues to 

                                                
14 A compilation of data from USGS, Metals Economics Group, MSA Geosciences and Natural Resources 

Canada. 
15 National Diamond Strategy: an Industry Response, NWT & Nunavut Chamber of Mines, March 2004. 
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identify and find prospective properties that may be developed over the next 7 - 20 
years.  It is interesting to note that diamond exploration in the NWT continues to be 
strong despite high costs and a less than positive policy environment. 
 

Figure 4: Diamond Exploration and Deposit Appraisal Expenditures in Canada ($C million)
16

 

 
By contrast, significant diamond exploration expenditures in Saskatchewan is a 
relatively recent development, and is focused almost exclusively on the Fort a la Corne 
properties to the east of Prince Albert.  Diamond exploration expenditure outside of this 
area of central Saskatchewan is limited and at the grassroots stage of exploration. 
 
Saskatchewan has a number of advantages with respect to mineral exploration in 
general, and to diamonds specifically.  As indicated above, Saskatchewan is viewed by 
the mineral exploration industry as having very positive mineral policies.  It is generally 
a low cost environment, especially compared to the NWT.    
 
The Saskatchewan Research Council (SRC) is very active with respect to diamonds.  
They provide substantial support to the diamond exploration sector through laboratory 
services.  With a large and significant mining sector, Saskatchewan boosts numerous 
mining services and support businesses. 
 
While the exploration focus is essentially on three projects in a relatively small 
geographical area, the potential resource within those projects is immense.   While it 
does not appear, at this time, that there will be a succession of mines across 
Saskatchewan, the potential mines will be of a significant size and life span.  This does, 
however, mean that there may not be an opportunity to adjust and change policies with 
“new” mines.  It is important that Saskatchewan get it right with the first one. 
 
4.1 Star Diamond Project 

 
The Star Diamond Project is 100% owned by Shore Gold.  The project is currently in the 
pre-feasibility stage, with a resource estimate anticipated in the second quarter of 2008.  
A bankable feasibility study is expected by the end of 2008.  
 

                                                
16 Overview of Trends in Canadian Mineral Exploration, Natural Resources Canada 
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Significant exploration began on Star in 2001, and has taken considerable effort and 
time to advance to this stage.  The kimberlite is complex, with at least six eruptive 
kimberlite phases.  It is large, amongst the largest known kimberlites in the world, with a 
surface area of 240 hectares.  It is an intact kimberlite cone, and has not been subject to 
the erosion like most kimberlite pipes.  It is shaped more like a mushroom than the 
traditional carrot shape. And finally, the kimberlite is buried under approximately 100 
meters of overburden. 
 
A portion of the large Star kimberlite, called Star West is on the adjacent Fort a la Corne 
project, which is owned 60% by Shore Gold and 40% by Newmont Mining.  However 
Star West is included in the development of the Star kimberlite. Shore Gold’s full 
interest in Star is therefore 88.36%.  The Fort a la Corne property stretches north of Star, 
and includes the largest diamondiferous kimberlite field in the world.  Work to date has 
focused on Orion South and Orion North.  However the property includes numerous 
other large kimberlites and the exploration potential is very good. 
 
A shaft is being sunk in Orion South and a bulk sample will be extracted in 2008.  
Results would be anticipated by the end of 2008, and a potential resource estimate 
sometime in 2009.  Orion South is currently estimated to contain over 400 million 
tonnes of kimberlite, of which 250-300 million is estimated to be economic17.  Orion 
North is still at the drilling stage.  Large diameter drilling (LDD) commenced during the 
winter of 2007/2008 and the decision on an underground bulk sampling is expected 
during the winter of 2008/2009. 
 
At the north end of the Fort a la Corne forest, is Vaaldiam Resources Ltd’s100% owned 
Candle Lake project.   A mini bulk sample has been collected through LDD and results 
are anticipated in 2008.  There are two diamondiferous kimberlites on the property, and 
the company is focusing on C29/30 at this time.  Additional sample collection is 
anticipated by LDD throughout 2008, and by the end of 2008 a decision will be made on 
whether or not to proceed with a large bulk sample. 
 
Table 4: Expected Timelines for Kimberlite Projects in Fort a la Corne 

When Location What 

2nd Q 2008 Star Mineral Resource Definition 

3rd Q 2008 Star Mineral Reserve Definition 

2008 Orion South Bulk Sample Results 

4th Q 2008 Star Bankable Feasibility Study 

4th Q 2008 Candle Lake Bulk Sample Decision 

1st Q 2009 Orion North Bulk Sample Decision 

2009 Orion South Resource estimate 

2009 Star Permitting / Construction 

2010 Star Construction 

3rd Q 2011 Star Production 

                                                
17 Report on Shore Gold Inc., Toll Cross Securities Oct 2007 
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The figure below shows the same date as the table above.  Activities related to the Star 
kimberlite are in red, Orion South in blue, Orion North in green and Candle Lake in 
yellow.  
 

Figure 5: Expected Timelines for Kimberlite Projects in Fort a la Corne 

 
 
4.2 Other Saskatchewan Exploration Plays 

 
The focus of most of the diamond exploration in Saskatchewan is the Fort a la Corne 
area.  Vaaldiam, through their purchase of Great Western Diamonds has an advanced 
project at Candle Lake, to the north of Fort a la Corne.   The remaining exploration 
across Saskatchewan is at the grassroots level. 
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These include, amongst others18: 
1) Goldsource Mines Inc., who is exploring their Big River property, and further 

east their Border and Crossroads projects close to the Manitoba border.   
2) Stornoway Diamonds Corp. is exploring their Pikoo property, located 

approximately 100 km northwest of Flin Flon.   
3) Shear Minerals is exploring their Stella Polaris project located approximately 

150 km southwest of Regina, along the border with the United States. 
4) Diamondex Resources Ltd has property at Summit Lake (135 km northeast of 

Prince Albert) and in the Warman area, though how active their exploration is at 
this time is uncertain. 

 
 
 

                                                
18 Saskatchewan Exploration and Development Highlights 2007, Saskatchewan Ministry of Energy and 

Resources 
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5.0 DIAMOND MINING 

 
The majority of the world’s diamonds are mined from six countries:  Botswana, Russia, 
South Africa, Angola, Namibia and Australia.  These jurisdictions have produced 
diamonds from a minimum of 25 years and in the case of South Africa for over a 
hundred years.   By comparison, Canada is a relative newcomer to the club, as Canada’s 
first diamond mine opened in 1998. 
 
The following table provides current production from the world’s major diamond mines, 
grouped by country19.   
 
Table 5: Current Production and Future Life of the World’s Major Diamond Mines 

Mine Majority 
Owner 

Country Year of 
Opening 

Annual 
Prod 
(kcts/yr) 

Annual 
Value 
(US$M/yr) 

Future 
Life 
(years) 

Premier / 
Cullinan 

Petra 
Diamonds 

South Africa 1903 1,250 94 5 

Finsch De Beers South Africa 1965 2,000 150 21 

Venetia De Beers South Africa 1991 6,800 612 11 

Mwadui De Beers South Africa 1942 317 46 5 

Orapa Debswana Botswana 1971 16,000 800 23 

Lethakane Debswana Botswana 1976 1,100 220 7 

Jwaneng Debswana Botswana 1982 15,600 1716 23 

Mbuji 
Maye 

MIBA DRC 1924 9,000 135 20 

Catoca consortium Angola 1997 6,000 450 20 

Mir Alrosa Russia 1957 4,000 320 20 

Udachnaya Alrosa Russia 1976 20,000 1100 20 

Jubileynaya Alrosa Russia 1997 10,000 450 20 

Nyurba Alrosa Russia 2004 5,000 275 20 

Argyle Rio Tinto Australia 1985 30,475 396 10 

Ekati BHP 
Billiton 

Canada 1998 6,000 840 13 

Diavik Rio Tinto Canada 2003 8,475 746 20 

 
Of note, the Mir open pit is currently closed and production is essentially zero while 
work continues to take the mine underground.  In the future, production from Argyle, 
Mir and Udachnaya will be underground.  Future mine life is a projection based on 
identified resources and reserves. Most mines and analysts do not calculate ore reserves 
past 20 years.  Historically, most major diamond mines have had a mine life in excess of 
30 years. 
 
 

                                                
19  Global Diamond Production since 1870, B Janse, Gems & Gemology, Summer 2007 
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The diagram below outlines the global mining portion of the diamond pipeline. 
 

Figure 6: Global Diamond Mining portion of the Diamond Pipeline
20

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Diamond mining is the most profitable part of the pipeline.  This is partly due to the 
pipeline structure and partly due to supply and demand.  A global profit margin of 60% 
is to be envied by many resource producers.  Of course, not all diamond mines are alike 
and some operate on a slim profit margin.  
 
 
 
 

                                                
20 2006: The Soft Year, DIB, Vol 21, No 487, April 21 2007 

 

 

 

 

 

 

 

 

Direct 

Mining Cost 

of Rough 

Diamond 

Production 

 

 

US$ 5.0 

Billion 

Russia 
US$2.23 

Billion 

Botswana 
US$3.36 
Billion 

 

Canada 
US$1.36 

Billion 

Australia 
US$0.48 
Billion 

 

S. Africa 
US$1.13 
Billion 

Other 

US$0.92 
Billion 

 

Namibia 
US$0.75 
Billion 

Angola 
US$1.45 
Billion 

 

DRC 

US$0.54 
Billion 

 

Independent 
Producers 
US$7.0 Billion 

Including BHP 
Billiton, Rio 
Tinto, Aber, 
Leviev etc. 

Diamond 
Trading 
Company (DTC) 
US$6.15 Billion 

Consisting of 
US$5.4 billion 
De Beers, 
US$0.6 
ALROSA, and 

inventory 
withdrawals. 

 

 

 

 

 

 

 

 

 

 

 

Mine 

Sales 

To Rough 

Cutting 

Centers 

 

 

US$13.50 

Billion 



  27 of 95  

Diamond Consultants Canada  May 2008 

 
Table 6: Estimated Profitability of Major Producing Diamond Mines, 2005

21
 

Mine Country Operator Value / ton 
(US$) 

Cost per 
ton (US$) 

Profit as % 
of revenue 

Jwaneng Botswana De Beers 210 25 88 

Venetia South 
Africa 

De Beers 136 24 82 

Letlhakane Botswana De Beers 70 22 68 

Saxendrift South 
Africa 

Rockwell 70 22 68 

Orapa Botswana De Beers 59 22 62 

Victor Canada De Beers 93 41 60 

Ekati Canada BHP Billiton 200 89 55 

Diavik Canada Diavik 
Diamond Mine 
Inc.  

224 105 53 

Letseng Letsotho Gem 
Diamonds 

24 12 49 

Catoca Angola Endiama 34 25 29 

Snap 

Lake 

Canada De Beers 183 156 15 

Note:  Names of Canadian mines are shown in bold face 
 
The above figures do not include costs of acquisition or development (i.e. capital 
expenditures).  The cost concerns of operating in Canada are evident, as the four most 
expensive diamond mines are all in Canada.  If capital and acquisition costs were 
included, Snap Lake would be considered an unprofitable mine, and Victor would 
provide a rate of return below 15%. 
 
When assessing rough diamond production, it is important to consider what mix of 
rough diamonds each jurisdiction or mine produces.  Data on value and weight of rough 
production by country (Figure 5) suggest that output from the DRC and Australia is 
characterized by large percentages of low-value stones22, while the production from 
Namibia (mostly marine or seabed mining) is high value production.  The mix of rough 
diamond production impacts not only the value of the production, but also certain 
aspects of mining and downstream processing.  If the mine produces many smaller 
diamonds then the extraction and milling process needs to be designed to ensure that a 
maximum value is obtained from that production.  If the mine produces large stones, it 
would not make sense to crush them during extraction and processing. 
 

                                                
21  Data compiled from RBC Capital Markets Diamond Sector overview publication, May 2007, and 

Natural Resources Canada and company web sites 
22  Diamond Facts 2006, GNWT,  and DIB, Vol 21, No 487, April 12, 2007 
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The mix of rough diamonds produced by a mine also determines the types of customers 
the mine will have, as well as how and where the diamonds will move as they are 
processed and advanced down the pipeline. 
 
The primary example is the Argyle mine in Australia.  The bulk of the production is 
smaller goods that without the Indian cutting and polishing sector would be uneconomic 
to mine.  The link between the two was recognized early on, and resulted in the 
establishment of the Indo-Argyle Diamond Council (www.indoargyle.com).  The 
council ensures that the mine and the Indian cutting industry work together to market 
and promote the resulting polished in the US market.  
 

Figure 7: Value and Weight of Rough Diamond Production by Country, 2006 

 

 
The type of production impacts value-added opportunities as well.  Again Argyle is an 
example, where despite the proactive approach taken by Government the value-added 
opportunities are minimal because of the economics of the smaller goods23.  By 
comparison, the high average value of diamonds from Ekati and Diavik allows for the 
examination of economic value-added activities, although it does not guarantee those 
opportunities will develop 
 
5.1 Diamond Mining in Canada 

 
The first diamond mine in Canada opened in 1998, just seven years after the initial 
announcement of diamonds in the Lac de Gras area of the NWT. 
 
Over the past 3 years, Canada has ranked between 3rd and 5th in the world in diamond 
production by value, and 4th to 6th by volume.  Even with the addition of the new mines, 

                                                
23  The NWT Diamond Industry: Opportunities for Dogrib Participation, R Ellis, 2002 
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Snap Lake and Victor, Canada will likely continue to rank in those ranges for the next 
few years. 
 

Figure 8: Rough Diamond Production from Canada 1998-2006
24

 

 
 
The Ekati mine is located 300 km north of Yellowknife, NWT.  It is owned 80% by 
BHP Billiton and 10% each by Mr. Chuck Fipke and Dr. Stuart Blussom.  The 
production comes (and will come) from a number of kimberlite pipes (Panda, Koala, 
Koala North, Misery, Fox, Beartooth, Sable and Pigeon), most of which are being mined 
first as open pits, and then underground.  Each of the kimberlite pipes has a different 
grade and average value of rough diamonds, and a challenge at Ekati is to ensure that 
production for the various sources is mixed in order to try and give as consistent a 
production of rough diamonds as possible.  Over 150 kimberlites have been found on the 
BHP property, and exploration continues to ensure that production will extend past 
2015. 
 
Ekati’s workforce numbers about 900 directly and is 80% NWT residents, and 50% 
Aboriginal.  The mine operates on a 2 week in – 2 week out schedule, and provides free 
air transportation to its workers from the points of hire in the NWT25. 
 
The entire production is valued every five weeks, in Yellowknife, by the federal 
government diamond valuator.  In the NWT, mineral resources are owned and managed 
by the federal government through the Department of Indian Affairs and Northern 
Development (DIAND).  The production is sold in Antwerp by BHP Diamonds’ sales 
office.  A portion of the rough diamonds is sold to factories located in the NWT, under 
an agreement between the mine and the Government of the NWT. BHP’s target is for 
10% of the mine’s production by value over the life of the mine to be processed in the 
NWT. 
 
The Diavik opened in 2003, and is located just south of Ekati.  It is a joint venture 
between Rio Tinto (who also owns the Argyle Diamond mine in Australia) with 60% 
and Harry Winston Diamonds (which until recently operated under the name of Aber 
Diamonds) with the remaining 40%. 

                                                
24 Natural Resources Canada 
25 http://ekati.bhpbilliton.com/, accessed on November 28 2007 
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Diavik is mining three kimberlite pipes: A154 North, A154 South, and A418, all located 
just offshore of an island in Lac de Gras.  They will initially be mined as open pits and 
then proceed to underground mining.  Current reserves are sufficient to keep the mine 
operating past 2020, and exploration continues on the property with over 65 kimberlites 
identified. 
 
Diavik employs approximately 800 people directly, with 68% being NWT residents and 
33% being aboriginal.  Diavik also operates on a 2 week in - 2 week out cycle26. 
 
The production is valued every 5 weeks in Yellowknife, by DIAND’s government 
valuator.  The production is also split in Yellowknife between the joint venture partners.  
Rio Tinto sells their 60% in Antwerp through Rio Tinto Diamonds (RTD), while Harry 
Winston sorts their production in Toronto and distributes it from there to their sales 
offices in Mumbai, Tel Aviv and Antwerp.  RTD sells some rough diamonds (target of 
10% by value) to factories in the NWT, under an MOU with the Government of the 
NWT.  
 
Snap Lake, 100% owned by De Beers Canada, is scheduled to reach full production 
early in 2008.  It is a fully underground mine, that will employed about 500 people 
directly.  Through the construction period, employment has been approximately 10% 
aboriginal and 17% NWT residents. 
 
The Jericho Mine is 100% owned by Tahera Corporation, and is Nunavut’s first 
diamond mine.  This small mine has struggled to be profitable from when it opened in 
2006.   Tahera has a diamond purchasing and marketing agreement with Tiffany & Co, 
under which Tiffany purchases a portion of rough diamonds production for its own 
manufacturing requirements and markets the rest on behalf of Tahera27.  In 2006, Tahera 
completed a strategic alliance with Teck Cominco, under which Teck Cominco obtained 
just over 16% of Tahera and will provide Tahera with its mining and engineering 
expertise28.  In early 2008, Jericho ceased operations and Tahera went into bankruptcy 
protection. 
 
The Victor mine is located in northern Ontario, about 90 km west of the community of 
Attawapiskat on James Bay.  The project’s feasibility study was completed in 2003, 
required permits were approved in 2005, and construction began in 2006.  Production is 
anticipated early in 2008.  More than 1,100 people will be employed during the 
construction stage of the project, with a permanent workforce of 350 when the mine 
begins production.  29 
 
Future projects that will likely be producing mines include Gahcho’Kue in the NWT, 
owned by De Beers Canada (51%) and Mountain Province (49%), Renard project in 

                                                
26 www.diavik.ca, accessed November 28 2007 
27 Diamonds, Natural Resources Canada, 2006. 
28 Tahera Diamond Corporation finalizes strategic alliance with Teck Cominco Limited, Dec 4 2006. 
29 www.debeerscanada.com, accessed November 27 2007 
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Quebec, owned by Stornoway Diamonds (50%) and SOQUEM (50%), and the Star 
Kimberlite project in Saskatchewan, owned by Shore Gold (100%). 
 

Figure 9: Canadian Diamond Production (1999 to 2015)
30

 

The production data to 2005 is actual, while the remaining years are estimates and 
forecasts.  However the overall picture provided by the figure is realistic.  The 
importance of Star (and the Fort a la Corne project) in maintaining and growing 
Canada’s position as a leading diamond-mining jurisdiction is obvious. 
 
With the Star project, and if Ekati and Diavik can maintain production by developing 
some of the numerous kimberlites on their respective properties, Canada will challenge 
Russia for number two in the world, and could approach Botswana as the world’s 
number one producer. 
 
5.1.1 Star Project 

 
The Star kimberlite project has not yet proven to be a mine.  Considerable work has 
been done, and indications are positive, but there are significant steps that still need to 
be taken.  Shore Gold has not yet released a project description for how they plan to 
develop the Star kimberlite into a mine, the financing is not in place and the permitting 
and licensing process is not completed.  However a number of assumptions can be made 
to allow a broad assessment of the project.  These assumptions are based on publicly 
available data, and are being made to provide an overview of what might develop.  They 
must be reviewed if and when Shore Gold moves forward with a full project description. 
 
The proposed mine will almost certainly be a high tonnage open pit mine.  To produce 5 
million carats / year31, Star would have to process 28 million tonnes of kimberlite a year 
(75,000 tonnes /day).  Other models propose a production rate of 60,000 tonnes / day32.  
At that rate the Star kimberlite would last 10-12 years, unless underground development 

                                                
30 Company web sites, and The Economic Impact of Diamond Mining in Canada, RBC Economics, June 

2006 
31 The Economic Impact of Diamond Mining in Canada, RBC Economics, June 2006 
32 Shore Gold Report, Loewen, Ondaatje, McCutcheon Limited, August 2007. 
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was possible.  The substantial diamondiferous kimberlites on the Fort a la Corne 
property would of course add to the overall mine life.  
 
The Star kimberlite body is complex with at least six different phases of kimberlites, 
each with their own grade and value of diamonds. 
 
Table 7: Tonnages and Grades of Kimberlite Phases in Star

33
 

Number of 
carats 

Value ($/Carat) Total Resource 
Value (million) 

 Tonnes 
(million) 

Grade 
(carats 

/ 
tonnes) 

millions % Actual Model Actual Model 

KDF 
(Kimberlite 
Debris 
Flow) 

20.42 -         

LJF (Late 
Joli Fou) 

30.45 0.03 0.9 2% $74 $99 $67 $89 

MJF (Mid 
Joli Fou) 

13.76 0.06 0.8 2% $74 $99 $61 $79 

EJF (Early 
Joli Fou) 

162.51 0.18 29.2 75% $99 $160 $2,891 $4,672 

Pense  25.71 0.13 3.3 8.5% $69 $97 $230 $320 

Cantuar 22.95 0.20 4.6 12% $166 $300 $761 $1,380 

Total 275.80 0.14 38.8 100   $4,010 $6,540 

 
Based on the above data, a mine at Star would be based on the following: 
 
Table 8:  Star value and costs per tonne 

 Actual Model 

Value per tonne $14.50 $23.70 

Operating Cost per tonne34 $10.00 $10.00 

Operating Margin $4.50 $13.70 

 
An open pit diamond mine of this size could have a work force in excess of 700 people.  
Not only will the mine operation require a substantial work force and significant capital 
investment in equipment, a strong security presence will also be needed.  Most diamond 
mines in the world are in isolated locations where, at least to some extent access can be 
controlled.  The Star kimberlite is not.  A significant investment in security and a strong 
security workforce will be required in order to control access to the mine. 
 
In many other diamond-mining jurisdictions, the government assists in addressing some 
of the security aspects of diamonds through diamond specific legislation.   At this time, 

                                                
33 Shore Gold Press releases and Analysts reports 
34 Shore Gold report, Toll Cross Securities 
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there is no diamond specific legislation in Canada at either the federal or provincial / 
territorial levels. 
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6.0 ROUGH DIAMONDS & DIAMOND CUTTING AND POLISHING 

 
Rough diamonds are each unique and come in a range of many different sizes, shapes, 
colours and quality.  A knowledgeable and experienced diamond valuator is required to 
properly assess the value of a rough diamond production from a mine. 
 
The value of any one rough diamond is based on the value of the polished diamond(s) 
that the valuator feels can be produced from the rough diamond.   While each rough 
diamond could be cut into a multitude of combinations of polished diamond(s), for 
smaller, less complex stones, the assessments of cutters and valuators will be relatively 
similar.  However for larger, complex stones each diamond cutter will assess the stone 
differently.  
 
The full mine production, called run-of-mine production, is sized and divided into 
categories based on colour and quality.  Each category is then sampled and the sample 
valued.  Rough diamonds over a certain size are valued individually.  Skill and expertise 
are required to determine how many categories to sort the rough into, the size of the 
samples and at what size point individual stones need to be valued. 
 
Rough diamonds are valued based on four basic characteristics:  size, colour, quality and 
shape.  Size, measured by weight in carats (one carat equals one fifth of a gram) is the 
only characteristic of rough diamonds that is objective.  The other characteristics are 
subjective.  As well all of the four characteristics can change during the cutting and 
polishing process.  Colours can range from clear white-blue to shades of yellow and 
brown.  Fancy colours of pink, red, blue, canary yellow (strong yellow) and green are 
high-value stones in great demand.  The quality of a rough diamond is based on the size 
and position of inclusions within the rough diamonds35.   Quality can range from pure 
(no inclusions visible under 10X magnification) to so cloudy and dark that they cannot 
be cut into gems and are considered industrial diamonds.  The most common shape for 
rough diamonds is octahedral or a modified octahedral shape.  However, there are an 
infinite number of other shapes, including broken crystals damaged during the mining 
and recovery process.  
  
A diamond mine will first sort its production for its own valuation purposes.  This is 
often done prior to the government valuation required by the government of the 
producing jurisdiction.  A more detailed sort to create market assortments, or 
combinations of rough diamonds of different categories is usually done prior to sale.  
Sales are then made to rough diamond dealers or to diamond manufacturers. 
 
Most diamond mines use a variety of ways or channels to sell their diamonds.  These 
include: 

1) Tenders: bids are accepted on a specific assortment of rough diamonds or even 
on a specific rough diamond (if large and / or very special).  Tenders can be 
either be by invitation only or open to any and all bidders; 

                                                
35  Rough Diamonds A Practical Guide, N. Peters, 1998 
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2) Regular Customers: a similar assortment of rough diamonds would be sold cycle 
after cycle (a cycle is 5 weeks) to the same customer.  These customers are called 
core customers by BHP Billiton, sightholders by the DTC and regular customers 
by Rio Tinto; 

3) Window sales:  very specific assortments of rough diamonds are offered for sale 
on a one-time basis.  These types of sales are designed to determine highest 
market value for certain assortments of rough diamonds; and 

4) Non-arm lengths: these sales occur when the buyer is a joint venture partner or 
subsidiary of the mining company.  They are usually a mechanism for mining 
companies to be involved in the downstream businesses.   

 
Diamond manufacturers would ideally purchase assortments that are specifically tailored 
to their factory requirements.  Each factory is best designed and suited to process rough 
diamonds of a certain shape, size, etc., and produce polished diamonds of certain 
characteristics.  Manufacturers may purchase broader assortments of rough diamonds, 
extract the rough diamonds that they wish to cut and polish, and sell onwards the rough 
that they cannot process profitably. 
 
Rough dealers play a key role in mixing and re-sorting production from various sources 
and creating a secondary market for rough diamonds.  These re-sorted diamonds are 
often targeted towards smaller manufacturers or niche manufacturers.  Rough dealers 
(and mining companies) earn a margin on the sorting and re-sorting of rough diamonds 
into the specific and varied assortments.  Globally, this margin is about US$ 1 billion on 
rough sales of $13.5 billion36.  
 
The DTC is the dominant seller of rough diamonds, with about 47% of the global market 
in 200637.   The DTC sorts and sells based on its Standard Selling Assortment (SSA).  
The SSA contains well over 14,000 categories of rough diamonds38.  
 
The DTC now follows an approved selection process for sightholders, called the 
Supplier of Choice (SoC).  The SoC is a process designed and implemented by the DTC 
in order to receive legal approval from the European Union Competition Authorities 
(EU).   The SoC is intended to be a more objective process for selecting sightholders.  
There is a defined process for sightholders to follow and a set of criteria against which 
their applications are measured.  The DTC reviewed applications from potential 
sightholders in 2007, and selected their sightholders in mid December 2007.  These 
sightholders will receive sights for the 2008-2011 period, when another application and 
review process will be undertaken. 
 
 
 
 
 

                                                
36  2006 The Soft Year, DIB, April 12 2007 
37  Ibid. 
38  Towards a National Diamond Strategy, 2003 
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Figure 10: Rough Diamonds and Cutting and Polishing Portion of the Diamond Pipeline
39

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Following the beneficiation requests and requirements of the Governments of Botswana 
and Namibia, the sorting and sales of rough diamonds produced in those countries is 
being moved to those respective jurisdictions.  In Namibia, sales will be made to the 
eleven approved local sightholders holding diamond-manufacturing licenses.  In 
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Botswana, all rough mined by Debswana will be sold through DTC Botswana, a joint 
venture between DTC and the Government of Botswana, to sixteen sightholders with 
factories in Botswana40. 
  
These changes signal a significant shift in the movement of rough diamonds from South 
African countries to buyers around the world.  Instead of being purchased from London, 
UK, diamonds will be sold in Southern Africa and then make their way around the world 
to various dealing and manufacturing centers. 
 
When examining the diamond cutting and polishing portion of the pipeline, the 
dominance of India in this portion is clear.  Almost 60% by value (US$8.41 billion out 
of US$14.2 billion) of the world’s rough diamonds are cut and polished in India.  The 
next closest is Israel at 14%.   India’s share has been growing steadily since the 1970’s, 
and is no longer limited to the smaller sizes of rough diamonds.   Factories in India are 
as high-tech, modern and efficient as factories anywhere else in the world.  However as 
indicated above, the changes in the supply of rough diamonds will reduce the supply of 
rough available for India.  As for the smaller rough diamonds, no one else can 
effectively compete with the low cost of operating in India. 
 
In Canada the cutting and polishing sector is small and relatively new.  It developed in 
response to the discovery of diamonds in the early 1990’s.    Factories were established 
in Edmonton and Calgary.  However these closed once it became apparent that without 
government intervention the Canadian mines would not sell rough diamonds to 
Canadian cutting companies.   
 
Therefore the center of the diamond cutting activity developed in Yellowknife, NWT.  
The industry was established based on the supply of rough diamonds from the mining 
companies negotiated by the Government of the NWT.  Additional support was 
provided in the form of a training program (Aurora College) and the GNWT 
Certification program to assist with marketing.  There are three factories in Yellowknife: 
Laurelton Diamonds (owned by Tiffany’s), Arslanian Cutting Works, and Polar Bear 
Factory both owned by a joint venture headed by Basal Diamonds of Montreal.  A fourth 
factory, owned by HRA Diamonds out of Vancouver will open in 2008.  Several other 
factories have closed or gone bankrupt over the past seven years, for a variety of 
business reasons. 
 
A second center of diamond cutting has developed in Matane, Quebec, based on 
financial support from the Quebec government.  The Diarough factory operates in 
Matane and receives rough diamonds from Diarough in Antwerp who buys from Rio 
Tinto.  Support provided by Quebec includes a loan guarantee, capital funding and 
training support.  Through the crown corporation SOQUEM, the Quebec government 
owns 50%, including marketing rights, of the Renard advanced diamond project, located 
in the Otish mountains area of Quebec.  The Diarough factory has developed and is 
marketing its own Canadian branded diamond.  They have also, with assistance from 
Quebec developed their own certification system – MCP (for mined, cut and polished).  

                                                
40  DTC Botswana announces Inaugural Board of Directors, Rapaport News, Sept 4, 2007 
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The HRA Diamond factory in Vancouver receives its supply of rough diamonds through 
an associated company, Sun Diamonds who is a client of Rio Tinto.  HRA also has their 
own branded Canadian diamond and their own certification system.  A second factory, 
Canadian Noble House Diamonds has opened recently in Vancouver. 
 
Several companies across Canada are exploring opportunities for new factories 
associated with the opening of the two De Beers mines: Snap Lake in the NWT and 
Victor in Ontario.  In Saskatchewan, Embee Technologies and the Muskoday First 
Nation has opened a diamond training school in Prince Albert, and hopes to open a 
diamond cutting facility associated with the school.   Several well established diamond 
companies have expressed interest in establishing a factory in Saskatchewan if rough 
diamonds are accessible from a Saskatchewan diamond mine. 
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7.0 DIAMOND JEWELLERY AND RETAIL 

 
Once the polished diamonds are finished, they are moved into the next sector of the 
diamond pipeline: diamond jewellery fabrication.  This sector is more complex than 
previous sectors because polished diamonds are combined with other elements of 
“jewellery”, and the overall sector is driven by fashion and consumer demand. 
 
This portion of the diamond pipeline reveals some interested issues that are impacting 
the industry in the short term.  The primary one is the size of the inventory of polished 
diamonds in the system.  This bulge of polished product in the pipeline developed as a 
result of the sale of the De Beers’ and Russian stockpiles beginning in the late 1990s.  
The bulge has worked its way through the pipeline and now sits as polished inventory, 
and will take several more years to be sold.  While it exists, it holds down polished 
prices, increases financing costs and puts pressure on a manufacturer’s ability to 
continue to purchase rough diamonds especially in the light of increasing rough 
diamonds prices. 
 
The polished diamond inventory is not of course all the same.   The larger stones (over 
1.5 carats) are in demand and move through the pipeline quickly.  However the demand 
of the smaller goods is not as strong, and the bulk of the inventory is in those goods.  
The diamond market is splitting into higher value diamonds for which there is a steady 
and increasing demand and a shrinking supply, and smaller goods for which the demand 
is not growing as quickly, and there is a greater supply (in inventory). 
 
It is worth looking closely at the breakdown of the main markets for retail jewellery 
shown in the pipeline data.  In terms of retail sales, the Americas form the predominant 
market.  However, by comparing total diamond jewellery retail sales to the value of 
diamonds in the jewellery in the various markets, the difference in the various markets 
becomes apparent.  An American diamond consumer does not equal a Japanese diamond 
consumer, and both are different than a diamond consumer in Saudi Arabia. 
  
Table 9: Estimates of the Value of the Principal Markets for Retail Jewellery, 2006 

 Value of Diamonds 
in Jewellery (US$ 
billion) 

Sales of Diamond 
Jewellery (US$ 
billion) 

% of Value in the 
Diamonds 

Americas 8.27 34.01 24 

Europe and S. 
Africa 

1.97 8.25 24 

Japan 1.85 10.14 18 

Asia Pacific 1.85 4.36 42 

Asia – Arabia 2.62 4.45 59 

Others 1.89 7.29 26 

Total 18.45 68.51 27 
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Figure 11: Polished Diamonds and Diamond Jewellery Portion of the Diamond Pipeline
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The growing consumer markets of India and China are in Asia-Pacific and Asia-Arabia.  
Consumers in both of these markets purchase diamond jewellery with a higher diamond 
content than the global average.  They prefer diamond jewellery with high value 
diamonds.  This trend will continue to place demand pressure on higher value diamonds. 
 

                                                
41 2006: The Soft Year, DIB, Vol 21, No 487, April 21 2007 
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The following trends and issues provide an overview of this portion of the diamond 
pipeline.  The jewellery fabrication sector is undergoing significant change as it 
responds to these trends. 
 
7.1 Consolidation 

As with the entire diamond pipeline, the jewellery fabrication sector is undergoing 
considerable consolidation.  Some of this is from existing players becoming larger; some 
of it is also due to retailers moving upstream (Tiffany & Co.) and miners moving 
downstream (Harry Winston and De Beers).   
 
An aspect of consolidation and vertical integration is the creation of “channels” along 
which product moves through the pipeline.  Within these specific channels the product is 
already allocated to a specific downstream purpose or client.  For companies on the 
outside of one of these channels, opportunities to access a reliable supply of product are 
more and more limited. 
 
7.2 Design and Quality 

Jewellery consumers are driven by fashion and trends; their focus is often on the newest 
“hot” design and product.  A balance between innovative design, high quality and 
reasonable prices is more and more difficult to maintain. 
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8.0 RETAIL SALES OF DIAMOND JEWELLERY 

 
Global jewellery sales in 2005 were US$146 billion.  Between the year 2000 and 2005, 
the category enjoyed a year-on-year growth of 5.2%42.  Of the global sales of US$146 
billion, US$68.9 billion (or 47%) was diamond jewellery.  Diamond jewellery sales 
have had a growth rate of approximately 2% since the year 2000. 
 

Figure 12: Global Diamond Jewellery Sales 2000-2006 (US$ billion) 

  
 
Since 2003, jewellery sales have generally lagged behind the growth in the sales of other 
luxury goods.  In the US, it was only in 2006 that sales of jewellery grew more than 
other luxury goods43. 
 

Figure 13: Growth Rates of Luxury Goods Sales versus Jewellery Sales (US), 2003-2006 

 
The last time growth in diamond jewellery sales outperformed GDP growth was in 1999.  
If diamond jewellery sales growth had continued to match world GDP growth, total 
diamond jewellery sales in 2006 would have been in the range of $US 85 billion – some 
15% higher than current levels44. It is this factor that has lead to the industry interest in 
and commitment to marketing and branding. 
 

                                                
42  The Global Gems and Jewellery Industry, GJEPC – KPMG, 2006 and 2006: The Soft Year, DIB, Vol 

21, No 487, April 21 2007 
43  IDEX Online Research: Jewelry demand outstrips Luxury demand, Ken Gassman, 

www.idexonline.com, June 14, 2007 
44  Diamond Jewellery and GDP Growth, Richard Platt, www.polishedprices.com July 30 2007 
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The US is the number one market for diamond jewellery.  Over 45% of diamond 
jewellery sales are in the US45.  However the growth in sales of diamond jewellery is 
anticipated to be in India and China, driven by the size of the population and the 
development and modernization of their economies.  However it may take some time 
before the average Chinese and Indian consumer is buying diamonds.  
 

Figure 14: Global Diamond Jewellery Sales 

 A increasing challenge for jewellery retailers are Internet sales.  It is significant factor 
in the development of “margin squeeze” for the jewellery retailer.  The margin for retail 
jewellers has declined substantially over the past 20 years.  In 1986 the gross margin for 
US jewellers was 53.2%; by 2005 it had dropped to 48.4%46. 
 
In addition to Internet sales, the reasons for the decline in margin include increased 
competition from discount retailers (Costco, Wal-Mart) and increasing prices for 
polished diamonds, gold, platinum and silver, which the consumer refuses to accept. 
 
Table 10: Gross Margin Reported by Major US Retail Jewellers (2005) 

Company Gross Margin (%) 

Store-based Jewellers 

Birks / Mayors 47.2 

Tiffany 56.0 

Zale 50.2 

Online Jewellers 

Blue Nile 22.2 

Odimo 24.2 

                                                
45  The Global Gems and Jewellery Industry, GJEPC – KPMG, 2006 
46  Feeling the Squeeze, IDEX Online Research, Ken Gassman, www.idexonline.com, May 3 2007 
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Given the way the industry is developing, it is only a matter of time before one of the 
diamond mining companies is involved in the on-line sales of polished diamonds and 
jewellery. 
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9.0 DIAMOND TOURISM 

 
Diamond tourism is perhaps the least well recognized and understood potential 
opportunity associated with the diamond industry.  There is little data or research on the 
links between diamonds and tourism.  However the appeal that diamonds have for the 
average consumer, and for the media is obvious.   
 
Diamond tourism need to be properly defined.   It is important to understand that it is not 
a new sector within the tourism industry.  It is the linking of diamonds to existing travel 
markets.  The definition, as used in the Northwest Territories, is: “the economic activity 
that occurs when diamond product, services, heritage and promotion are linked with 
travel markets”47. 
 
Diamonds have been an attraction for tourists for many years.  Museums around the 
world have held and continue to hold successful diamond displays.  Their success is an 
indication of the public’s desire to learn about and see diamonds.  The display of British 
royal jewels including several large and important diamonds is one of Britain’s most 
popular tourist attractions. 
 
There are a number of “museums” around the world that focus only on diamonds and 
the diamond industry.  Several of these diamond Museums are supported and funded by 
De Beers.  These include the Antwerp Diamond Museum, the Harry Oppenheimer 
Diamond Museum in Israel and the Kimberley Mine Museum in South Africa.  A 
recently opened attraction is the Diamantmuseum in Brugges, Belgium.  Brugges, just 
west of Antwerp is the city where the art of diamond polishing was invented in the 15th 
century.  The museum focuses on diamond cutting and polishing and claims to be the 
only museum in the world that offers a daily demonstration of diamond cutting and 
polishing48. 
 
In 2001, following up on the increasing interest in Canada in diamonds, the Musée de la 
civilisation in Quebec City hosted Diamonds.  The spectacular exhibition was developed 
in consultation with the American Museum of Natural History.  The 2001 exhibition was 
one of the museum’s most successful, with 537,800 visitors between April 2001 and 
January 200249, 50.  
 
With over a hundred years of diamond history, and a growing tourism sector, South 
Africa has developed a number of aspects of diamond tourism.  The attractions are 
centered on Kimberley and mostly focused on the history of the diamond industry.   As 
part of the South African tourism website, there is an entire section on “Glittering 
Kimberley” that emphasizes the diamond industry51.  Attractions include the Kimberley 

                                                
47  The Perfect Setting, The North Group, 2004, P 6 
48  www.diamondmuseum.be/uk/aboutinf.html 
49  www.mcq.org/presse/aadiamants_pre.html  
50  Personal communication, Ms Agnes Dufour, Press Relations, Musée de la civilisation 
51 http://www1.southafrica.net/Cultures/sv-

SE/consumer.southafrica.net/Places+to+Go/Provinces+and+Cities/Cities/Glittery+Kimberley.htm 
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Mine Museum, viewing tours of the Big Hole, a diamond mine tour and several retail 
stores selling diamonds and diamond jewellery.  Mine tours are available at the Cullinan 
Mine close to Johannesburg and in 2003, 26,000 visitors toured the mine52.  
 
In Arkansas, the Crater of Diamonds State Park is a unique experience.  It provides 
tourists with the opportunity to learn about the history of diamonds in Arkansas and then 
a chance to dig for diamonds.  In 2006, 488 diamonds weighing a total of 117.51 carats 
(15 greater than 1 carat) were found by over 83,000 “diggers”53. 
 
Amsterdam is the primary example of the promotion of downstream and retail 
attractions.  Prior to the Second World War Amsterdam was the primary diamond center 
in Europe.  However it is no longer a diamond centre.  Several tourism companies in the 
city provide diamond factory tours.  The factories are not truly operational but they 
provide a visitor with the story of how diamonds are processed and turned into polished 
gems.  There are close to 1 million visitors to these operations annually, with 
approximately 10-25% buying a piece of retail jewellery54. 
 
In the NWT, the City of Yellowknife has branded itself as the “Diamond Capital of 
North AmericaTM”.  Diamonds have been used to differentiate almost all of 
Yellowknife’s activities and attractions from similar events and attractions.  Many 
businesses in the city are taking a similar approach.  Travel agents and tourism 
companies in Yellowknife have sought to cross-advertise diamond attractions with 
aurora viewing, Aboriginal culture and backcountry travel, as well as highlight the 
benefits of Canadian branded diamonds.  Some hunting and fishing lodges have had 
success linking their promotions to the fact that participants could buy diamonds “close 
to the source” while hunting.  Anecdotally, the concept that the hunters will take a 
diamond home to their significant other, in order that they would be encouraged to go 
hunting again in the future seems to be working!   
 
Recently a company based in the state of Kerala in southern India, Sunny Diamonds, has 
linked diamonds with tourism.  The jewellery manufacturer and retail company is 
offering tourists a one-week all expenses paid stay in one of several five-star hotels in 
Kerala if they buy diamonds.  There are three packages available depending on the value 
of the diamond jewellery purchased.  The packages include tours of one of Sunny 
Diamond’s diamond manufacturing facilities55. 
 
The use of diamonds to differentiate, or add value to existing tourism attractions and 
events could potentially provide significant positive economic impact for a region or 
community.  However sometimes the specific activities of tourism initiatives and 
diamond companies are not compatible (for example many diamonds companies have 
stringent security requirements, and restrictions).   Care must be taken to address the 

                                                
52  The Perfect Setting, The North Group, 2004, P 9 
53  www.craterofdiamondsstatepark.com 
54  The Perfect Setting, The North Group, 2004, p 10 
55  India: Sunny Diamonds launches Diamond Tourism deal for Kerala, www.diamonds.net, October 15 

2007 
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specific concerns of the diamond companies and the tourism operations to ensure that 
both benefit from the relationship.    

 

Points to remember for tourism: 
• Visitors want hands-on experience (sort kimberlite to find diamonds) 
• Get mine to allow mine operations tour 
• Tour cutting and polishing facilities 
• Tour jewelry manufacturing facilities 
• Work closely with hunting outfitters 
• Need to create excitement about diamonds through-out the region 
• Need tour operators 
• Need web presence 
• Sell diamonds/jewelry cheaper than market value at site 
• Museums need historical displays, be interactive, have live demos, etc 

 

 
Table 11: Tourism at diamond mining operations 

Location Location/Cost 

 

Surface 

Tour 

costs 

Operations 

tour 

Visitors to 

mine/year 

 

Local Purchases 

Kimberley, 
SA  

Remote 
location, $600 
by air to reach 
mine 

Surface 
$7 - $17 
Full day- 
$151 

Cutting ad 
Polishing 

144,000 
(has 
significant 
historical 
aspects to see) 

80% foreigners that 
enter jewellery shop 
buy a diamond  

Cullinan, SA Near 2 major 
cities, low 
costs to visit 

 Mine 26,000 5% of mine visitors 
buy jewellery 

Namaqualand, 
SA 

Very remote, 
mostly eco-
tourists 

  1,000 Not for sale 

Argyle, 
Australia 

176 kms from 
Kununurra 

 Mine 5,000 – 6,000 Average spend is 
AU$950 
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Table 12: Diamond Tourism at other locations 

Location Location/Cost 

 

Facility is Operations 

tour 

Visitors to 

facility/year 

 

Local Purchases 

Amsterdam Major center Factories Cutting and 
Polishing 

1,000,000 10 – 25% of visitors 
buy a diamond, 
average spent 
US$2,700 - $4,100; 
sold at 25% off 
market value 

Antwerp  Diamond 
museum 

 100,000  

Israel  Diamond 
museum 

 25,000 – 
30,000 
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10.0 ECONOMIC IMPACT OF DIAMONDS 

 
The mining of a jurisdiction’s resources provides a significant economic benefit.  
Diamonds are no different.  The activities of exploring for, and extracting of the mineral 
resource generates jobs and business opportunities.  Depending on the mineral resource, 
value added activity can also be created.   
 
Each jurisdiction has their own unique economic, political and social framework, and 
their own mineral resource legislation and regime, which impact the overall economic 
benefit and financial return to the jurisdiction from the extraction of their mineral 
resources.  Due to these differences, it is difficult to directly compare the economic and 
financial benefits obtained from different mineral commodities in different jurisdictions. 
 
10.1 Southern Africa 

 
With respect to diamonds, Botswana is the jurisdiction that has derived the greatest 
economic impact from diamonds.  Over 30% of its GDP, and approximately 50% of 
government revenues are derived from diamonds56.  Diamond revenues for the 
Government of Botswana come in a variety of forms: royalties, taxes, dividends from 
50% ownership of the mining company, and dividends from 15% ownership of De 
Beers.  Through these methods, over 70% of the profits of the diamond industry are paid 
to the government.57  
 
Diamonds are less critical in Namibia and South Africa, but still important to the 
economy.  In Namibia, about 8% of GDP and 8% of government revenues come from 
diamonds, while in South Africa diamonds are about 1% of GDP58.  In 2002, revenues 
received by the Government of Namibia totaled $US119 million through royalties, 
mining and other taxes and dividends for Namdeb (the 50/50 mining venture between 
De Beers and the government).  This represents about 70% of Namdeb’s pre-tax 
profits59.   
 
In all three of the southern African jurisdictions, local procurement of goods and 
services is strongly encouraged.  De Beers’ local procurement policies guide their 
operations in the three countries. 
 
In 2005, De Beers Consolidated Mines purchased US$242 million of goods and services 
from Historically Disadvantaged South African (HDSA) firms.  This was 42% of their 
annual expenditures.  In 2005, 75% of Debswana’s procurement expenditures (US$254) 

                                                
56 www.debeersgroup.com, accessed December 12 2007 
57 Diamonds: Forever or for Good, Partnership Africa Canada, 2002 
58 www.debeersgroup.com, accessed December 12 2007 
59 Managing Diamond Dependency: Should Namibia risk more to gain more? Institute for Public Policy 

Research, 2004 
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were with Botswana based business.  Of this, 16% ($US41 million) were spent with 
Botswana owned companies60.  
 
The beneficiation policy of Botswana has lead to the establishment of DTC Botswana.  
Through this joint venture between the Government and the DTC, rough diamonds will 
be supplied to local diamond cutting and polishing operations. Over 3,000 jobs will be 
created in the diamond cutting and polishing sector, an increase of 30% in diamond 
employment in Botswana, and over 10% in the manufacturing sector61. 
 
In Namibia the 50/50 mining venture between De Beers and the Government operates a 
diamond cutting and polishing operation called NamGem.  In 2004, NamGem employed 
129 workers.  In 2006, a diamond academy opened in Namibia to provide training to 
locals in rough diamond sorting and valuing62. 
 
In 2005, the DTC sold over US$700 million of rough diamonds to South African based 
sightholders. The DTC also supports the Shining Light Diamond Design Awards to 
promote South African jewellery designers.  De Beers is considering funding a diamond 
jewellery training academy in Kimberley that would provide courses in rough diamond 
valuation, cutting and polishing, polished diamond grading, jewellery design and 
manufacturing, as well as courses in management of jewellery related businesses63. 
 
10.2 Australia 

Of all other producing diamond jurisdictions, the State of Western Australia is perhaps 
the closest to Canada in its social, economic and political structures.   In Western 
Australia, government regulations with respect to major resource projects are 
implemented through a specific piece of legislation for each project.  Therefore the 
Argyle Diamond Act, which covers all aspects of the project from a government 
perspective: royalties, environmental, valuation, security and value added, governs the 
Argyle diamond mine.  
 
The value added aspect of the diamonds in Western Australia is encouraged by a royalty 
structure that provides a lower royalty rate for diamonds that have value added to them 
before they leave the jurisdiction.  The onus for creating value added rests with the 
mining company.  However, under the Act, the responsible Minister has the authority to 
order the allocation of rough diamonds to domestic manufacturers.  In addition the 
government must also approve the mining company’s marketing arrangements or 
strategy64. 
 

                                                
60 www.debeersgroup.com, accessed December 12 2007 
61 ibid 
62 ibid 
63 ibid 
64 From Mine to Mistress, Chaim Even-Zohar, 2002. 
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The royalty rate set by the state is 22.5% of the mine’s profits.  If there are no profits, 
then a minimum royalty of 7.5% of certain specifically defined sales, to ensure that the 
state receives some royalties every year65. 
 
Argyle must operate sorting facilities in Western Australia (Perth) for the life of the 
mine.  In addition, they must on a regular basis, investigate the feasibility of undertaken 
further processing and value added opportunities, in order to maximize value added 
processing of diamonds in the state.  However, if these studies and reports (provided to 
the Minister every two years), demonstrate that the value added activity does not provide 
an internal rate of return of 10%, then Argyle is exempted from paying any increase in 
the royalty66. 
 
The vast majority of rough diamonds produced by Argyle are low quality diamonds, 
which economically can only be processed in a low wage / low cost environment such as 
India.  Therefore the low level of diamond value added activity in Western Australia is 
due primarily to the characteristics of the production.  The high value pink and red 
diamonds are processed in Perth Australia, at a cutting and polishing facility owned by 
Rio Tinto.   
 
The Argyle mine has produced in excess of US$6 billion of rough diamonds during its 
lifetime as an open pit operation.  However, in the early years of this century, as the 
mine was assessing the possibility of going underground, it was also assessing its overall 
impact on the local region.  In 1980, Argyle signed a Good Neighbour Agreement with 
the local aboriginal groups, which allowed for payments to several communities in 
exchange for their approval for the mine.  In 2000, 11% of the workforce was local, and 
only 5% was aboriginal67.  Most of the workforce was flown in on a 2 week in-2 week 
out schedule from Perth. 
 
Over the past 20 years there have been significant advances in the recognition by the 
Australian courts in Aboriginal ownership of the land.  As well, the importance of 
providing benefits from resource extraction to the local and regional economies was 
recognized both by the greater mining community and Rio Tinto. 
 
In 2004 Argyle signed a Participation Agreement with the Traditional Owners of the 
Argyle mine lease area.  The agreement recognized that the Traditional Owners are the 
custodians of the mine lease, while acknowledging Argyle’s right to mine diamonds. In 
2005, Rio Tinto approved preceding with the development of an underground mine at 
Argyle.  During the transition phase from open pit to underground, work will continue to 
ensure that maximum benefits are provided to the East Kimberley region68. 
 
In 2006, Argyle spent over AU$1.3 million on community programs and sponsorships.  
A key program in Argyle’s new focus on regional benefits is the Localization policy. 

                                                
65 ibid 
66 ibid 
67 Sustainable Development Report Overview, Argyle Diamond Mine, 2006 
68 ibid 
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Through this policy, Argyle is shifting from a fly in / fly out operation to one that hires 
locally.  Purchases were made locally wherever possible, increasing from AU$9.9 
million in 2002 to AU$30 million in 2006. By 2006, 55% of the workforce was from the 
local region, and 24% were aboriginal, a significant improvement over the 2000 
numbers69. 
 
10.3 Canada 

Canada’s production of rough diamonds has risen steadily since 1998, when the Ekati 
diamond mine opened in the Northwest Territories (NWT). 
 

Figure 15: Rough Diamond production, Canada
70

 

The impact on Canada has primarily been in the NWT.  However Canada has benefited 
tremendously not only from the mining of diamonds, but also from the exploration for 
diamonds that continues across the country.  
 
Figure 16: Diamond Exploration and Deposit Appraisal Expenditures in Canada and Saskatchewan 

1997-2006
71

 

 

                                                
69 Sustainable Development Report Overview, Argyle Diamond Mine, 2006 
70 Diamonds: Still Shining Brightly for Canada’s North, Statistics Canada, 2006 and Diamonds, Canadian 

Mineral Yearbook, NRCanada, 2006 
71  Natural Resources Canada and Government of Saskatchewan 
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Exploration expenditures impact the economy through increased Gross Domestic 
Product (GDP), increasing labour income and creating jobs.  The 2005 study by the 
NWT & Nunavut Chamber of Mines on the Economy Impact of the Diamond Industry 
on the Economy of the NWT (1991-2004) calculates the impact of diamond exploration 
expenditures on the NWT economy, direct and total.  Direct impacts are those 
experienced by industries (firms), which expand production or activities to satisfy the 
increased demand.  Indirect impact is the ripple effects caused as those firms purchase 
additional inputs from other firms.  Induced impacts are those created when the 
increased wage income created when firms hiring more staff and paying more wages to 
employees, is spent on other commodities72.  Total impact is the combination of direct, 
indirect and induced impacts. The following table applies the same formula and 
calculation used in the NWT study to diamond exploration expenditures across Canada.  
Because of the differences between the NWT and the Canadian economy, the results are 
only an estimate. 
 
Table 13: Estimated Impact of Diamond Exploration Expenditures on Canada, 1997-2006 

GDP ($Million) Labour Income 
($Million) 

Employment 
(Person Years) 

Year Expenditures 
($Million)73 

Direct Total Direct Total Direct Total 

1997 112 40.3 50.4 5.6 10.6 172 272 

1998 119 42.8 53.5 6.0 11.3 183 289 

1999 108 38.9 48.6 5.4 10.3 166 262 

2000 92 33.1 41.4 4.6 8.7 142 224 

2001 144 51.8 64.8 7.2 13.7 222 350 

2002 161 58 72.5 8.1 15.3 248 391 

2003 168 60.5 75.6 8.4 16.0 259 408 

2004 275 99.0 123.8 13.8 26.1 424 668 

2005 240 68.4 108.0 12.0 22.8 370 583 

2006 302 108.7 135.9 15.1 28.7 465 734 

Total 1,721 619.6 774.5 86.1 163.5 2650 4182 

 
While not significant numbers in the context of the Canadian economy, most of this 
activity is focused geographically in smaller northern locations such as the NWT, 
Nunavut and northern Ontario.  In these pockets of diamond exploration, the economic 
impact is significant. 
 
Between 2001 and 2006, diamond exploration in Saskatchewan was almost exclusively 
focused in the Fort a la Corne region and totaled approximately $225 million.  Using the 
same formula as above, it can be estimated that diamond exploration in the Fort a la 
Corne area between 2001 and 2006 has had the following impact: 
 
 

                                                
72 NWT Diamonds: The Economic Impact of the Diamond Industry on the Economy of the NWT, 1991-

2004. NWT & Nunavut Chamber of Mines, 2005. 
73 Natural Resources Canada 
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Table 14: Estimated Impact of Diamond exploration in Saskatchewan 2001-2006 

Expenditures 
($Million) 

GDP ($Million) Labour Income 
($Million) 

Employment (Person 
Years) 

 Direct Total Direct Total Direct Total 

225 81 101 11.3 21.3 347 547 

 
Diamond mining began in Canada in 1998, with the opening of the Ekati mine.  In the 
ten years since the first commercial production of diamonds in Canada, four additional 
projects have moved into production: Diavik (2003), Jericho (2006), Snap Lake (2007) 
and Victor (2008).  These five projects together are expected to contribute over $60 
billion to Canada’s GDP74.   
 
In addition to the GDP contribution, the diamond mines provide considerable revenues 
for government through taxes (corporate, income, fuel etc…) and mineral royalties.  The 
various predictions with respect to royalty revenues are generally based on project 
descriptions submitted by the mining companies during a permitting and review process.   
In the NWT, it was anticipated that the federal government (as owner of the mineral 
resources in the NWT) would collect $260 million a year in diamond mining royalties 
from Ekati and Diavik75.  A report by Ellis Consulting undertaken for the Diavik 
Diamond mine concludes that almost half (46%) of the resource profit will accrue to 
governments in the form of taxes and royalties76.  Resource profit is calculated as 
resource income less the total of private royalties, operating costs and capital cost 
allowances. 
 
The report estimates that Diavik will generate $497 million in royalty payments over the 
life of the mine77.  However, the report also notes that this is based on applying the 
maximum royalty rate of 14%.  Based on annual financial statements from the 
Department of Indian Affairs and Northern Development (DIAND), less than $400 
million total in diamond mining royalties have been collected over the past ten years 
from both Ekati and Diavik78. 
 
The Ellis report calculates that Diavik will pay $1.15 billion in corporate taxes to the 
federal and territorial governments79.  However once again, this is based on the 
maximum tax rates.  Actual tax payments are not known, but it can be assumed that the 
corporation will reduce tax payments as much as possible, and the actual payments will 
be less than the maximum estimates provided. 
 

                                                
74 The Economic Impact of Diamond Mining in Canada, RBC Financial Group, 2006. 
75 ibid 
76 The Diavik Diamonds Project: Distribution of the Project Resource Income, Ellis Consulting Services, 

2000. 
77 ibid 
78 Annual Financial statements, Department of Indian Affairs and Northern Development web site, 

accessed January 2 2008. 
79 The Diavik Diamonds Project: Distribution of the Project Resource Income, Ellis Consulting Services, 

2000 
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10.4 Northwest Territories (NWT) 

The economy of the NWT is to a great extent dependent on diamonds. This provides an 
excellent data and information on the impacts, both positive and negative of diamond 
related activity. 
 
Gross domestic product (GDP) is one measure of economic impact.  Between 1993 and 
1998, the annual rate of increase of per capita GDP in the NWT was 1.7% well below 
the national average of 3.3%.  However between 1999 and 2004, per capita GDP 
increased at an annual rate of almost 13% well above the 4.2% rate in the rest of 
Canada80.   Another measure of overall economic activity is personal income per capita.  
Between 1993 and 1998, NWT personal income per capita increased at an annual rate of 
0.8% well below the national average of 2.1%.  However between 1999 and 2004, NWT 
personal income per capita increased at an annual rate of 4.8% well above the average of 
2.8% in the rest of Canada81.  Similar types of changes can be seen in average weekly 
earnings and in retail sales. 
 
Table 15:  Comparison of Economic Indicators before and after diamond mining in the NWT

82
 

  NWT Rest of Canada 

1993-1998 4.5% 4.8% Average annual rate of growth in Retail Sales 

1999-2004 8.2% 5.1% 

1993-1998 0.6% 1.4% Average annual increase in Weekly earnings 

1999-2004 3.0% 2.0% 

1993-1998 1.7% 3.3% Average annual increase in GDP per capita 

1999-2004 12.5% 4.2% 

1993-1998 0.8% 2.1% Average annual increase in Personal income per 
capita 1999-2004 4.8% 2.8% 

 
Diamond mining creates significant jobs.  In 2004, the mines directly created 2,166 
person years of employment, of which 31% were aboriginal and 61% were NWT 
residents83.  Between 1997 and 2004, construction and operation of the diamond mines 
has created over 12,700 person years of employment, 56% of them being NWT 
residents84. 
 
Indirect and induced employment impacts are significant as well. The spin-off 
employment is generated as a result of the goods and services that the mines purchase.  
In 2004, the mines generated 2,041 indirect and induced person years of employment85. 
 
The indirect and induced jobs created by the diamond industry in the City of 
Yellowknife were 44% within the wholesale and retail sector, 28% within the 

                                                
80 Diamonds: Still shining brightly for Canada’s north, Statistics Canada, 2006 
81 ibid 
82 ibid 
83 NWT Diamonds – The Economic Impact of the diamond Industry on the Economy of the NWT, 1991-

2004. The NWT and Nunavut Chamber of Mines, 2005. 
84 ibid 
85 ibid 
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transportation sector, 20% within the accommodation and food services sector and 8% 
within the professional and technical services sector86. 
 
The impact of diamonds in the NWT was, and continues to be very significant, due to 
the size of the two initial mines combined with the small limited NWT economy.   The 
level of public interest and concern about the proposed mines was also significant.  It 
was driven by the size of the developments and the newness and uniqueness of the 
commodity in question – diamond. 
 
Because of changes in federal legislation, each of the three mines approved to date in the 
NWT have undergone a different permitting and review process under different 
legislation.  However, discussion of, and commitments on socio-economic impacts was 
included to some extent in each of the permitting and review processes. 
 
The public hearings into the proposed developments not only gave people the time and 
opportunity to learn about diamond mining, but also provided the means through which 
the companies made significant and substantial commitments to the people of the NWT.   
It was as a result of the public hearing processes that the Socio-Economic Agreements 
(SEA) between the Government of the NWT and the mines came into place, that the 
commitments with respect to provision of rough diamonds were made, and that Impact 
and Benefit Agreements (IBAs) with aboriginal groups were developed.  It is these 
agreements that ensure the commitments made by the mining companies are 
enforceable.   Without the public hearings, associated public commitments by the 
companies, and the various written agreements the current benefits enjoyed by the 
people of the NWT may not have occurred to the same degree. 
 
The SEAs include an annual reporting requirement that ensures an on-going assessment 
not only of the actual impacts and benefits of the mining operations, but also of the 
commitments and predictions made by the mining companies and the governments 
during the permitting and approval process. 
 
The Community and Diamonds annual report tracks a range of social and economic 
factors and compares them to predictions made during various diamond mine review 
processes.  Commitments made by government and mining companies are also tracked. 
 
 
 
 
 
 
 
 
 
 
 

                                                
86 New Paradigm for Economic Growth, Nexus Group, 2006 
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Table 16:  Observed and predicted trends in Selected Economic indicators

87
. 

Factor Predicted trend Observed Trend 

 BHP 
Billiton 

Diavik De Beers Small local 
Communities 

Yellowknife 

Average 
Income 

! ! ! ! ! 

Proportion of 
High-income 

earners 

! ! ! " " 

Income 
assistance 

cases 

! ! ! ! ! 

Employment 
Rate 

! ! ! ! # 

Participation 
rate 

! ! ! # # 

Number of 
Businesses 

! ! ! ! 

Net effect on 
Government 

Finances 

! " ! # 

Secondary 
Industry 

NA NA NA ! 

 
The uncertainty with respect to the impact on government finances (two reviews predict 
a positive impact, the third predicted a negative impact) reflects the difficulty with 
predictions concerning royalties and taxes revenues and infrastructure, training, 
environmental and monitoring costs. 
 
A recent study was completed in Ontario for the Ontario Mining Association that looked 
at the economic impacts of a representative mine in Ontario.  The data outlining the 
direct, indirect and induced impacts is impressive, as are the impacts of government 
revenues88.   Government receives revenue and benefit not only through royalties and 
corporate income taxes, but also through income tax, fuel taxes, and payments to CPP, 
Workers Compensation etc…  The study also indicates that the average mining job pays 
a higher wage than the provincial average, an important factor to consider when looking 
at the creation of new jobs.  
 
However one should be cautious about applying the study to Saskatchewan.  In Ontario, 
a substantial percentage of indirect and induced impacts remain in Ontario due to the 
strong manufacturing sector.  For a diamond mine in Saskatchewan, it is likely that 

                                                
87 Communities and Diamonds, 2006, GNWT, 2006 
88 Ontario Mining – A Partner in Prosperity Building – The Economic Impacts of a Representative mine in 

Ontario, Peter Dungan and Steve Murphy, 2007 
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many of the indirect and induced impacts will occur outside of the province, in Alberta 
or Ontario.   
 
While the impact of the diamond mines in the NWT on employment has been 
substantial, it is really the impact on business that has the greatest relevance for the 
potential developments in Saskatchewan.  In the NWT, prior to the diamond 
developments the business community in the NWT was limited and dominated by non-
NWT based companies.  The primary impact of the business opportunities provided by 
the diamond developments have been the creation of new businesses in the NWT, many 
of which are joint ventures between aboriginal groups and non-NWT based firms.   The 
stronger, more diversified business community has considerably strengthened the NWT 
economy. 
 
As part of the permitting and approval process for the Ekati mine, BHP Billiton made 
various commitments with respect to Northern Spending targets.  During the 
construction of the mine (1997 and 1998), the target for Northern Spending was 28% of 
total costs.  This target was exceeded89. 
 
During the operational stage the Northern Spending target is 70% of expenditures.  The 
most recent data available on the BHP Billiton web site is for 200390.  In 2003 the Ekati 
mine purchased $418M in goods and services, of which $357M (85%) were with 
northern companies.  Aboriginal owned business obtained $123M (34%) of these 
expenditures91.  Since 1999, the Northern Spending target (70%) has been consistently 
exceeded.    
 
BHP Billiton also provides a breakdown of expenditures by industry category. 
 
Table 17: Business Purchases by Industry Category, Ekati mine, 2003

92
 

 Business Expenditures 

 $ M % 

Air Support 15.8 3.7 

Rent and Accommodation 1.6 0.4 

Land and freight 9.9 2.3 

Contractors 169.8 40 

Northern Labour Services 1.5 0.4 

Community Relations 4.6 1.0 

Goods and Services 108.7 25.9 

Equipment 6.7 1.6 

Fuel 56.1 13.4 

Fees, Licenses, Assessments 43.6 10.4 

TOTAL 418.7 100.0 

 

                                                
89 BHP Billiton Annual Report on Northern Spending 2003 Operational Phase 
90 www.ekaitbhpbilliton.com accessed January 4 2008 
91 BHP Billiton Annual Report on Northern Spending 2003 Operational Phase 
92 ibid 
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During the approval process for the Diavik mine, annual purchases of goods and 
services were estimated to be $100 million a year.  Diavik committed to purchase at 
least 70% of these goods and services from northern companies.  This estimate has 
proven to be well below actual expenditures, yet Diavik has achieved the target of 70% 
of expenditures. 
 
Table 18: Diavik Diamond Mine Annual Operational Expenditures

93
 

 2003 2004 2005 2006 Total 

$71 M $96 M $203 M $223 M $593 M Northern Aboriginal 

28% 35% 49% 45% 41% 

$131 M $87 M $108 M $156 M $483 M Other Northern 

52% 32% 26% 32% 34% 

$202 M $183 M $311 M $379 M $1,079 M Subtotal Northern 

80% 68% 75% 77% 75% 

$50 M $87 M $104 M $113 M $354 M Other Canadian 

20% 32% 25% 23% 25% 

Total $252 M $269 M $415 M $492 M $1,429 

 
The diamond mining companies in the NWT have worked with local aboriginal 
development corporations to ensure that they have the opportunity to obtain tenders and 
business.  These include things like supporting joint ventures with established 
companies, and splitting contracts so that the smaller newer aboriginal companies can 
obtain some initial contracts. 
 
Aboriginal groups are involved in provided (mostly through joint ventures with 
established companies) numerous services to the diamond mines, including the 
following: scheduled and charter air services, catering, trucking, logistics, contracted 
mining services, engineering, medical support, training, security, construction, power 
and drilling services94. 
 
Security is an area of significant growth.  A northern based firm, SecureCheck opened in 
Yellowknife in 1996 as a two-person operation, and now has over 150 employees and 
contractors.  In addition to providing trained security guards and staff to the mines, they 
deliver (through an agreement with the local college) security training and security 
awareness programs.  They also provide criminal record and employee resume 
confirmation services, which are important in the diamond sector.  They also provide 
secure shipping services for the mines and the diamond cutting facilities, in a joint 
venture with Malca-Amit. 
 
While the various agreements between mining companies and aboriginal groups and 
government may have set out employment targets for aboriginal and northern hiring in 
the NWT, it was recognized that the responsibility of ensuring that there was trained 

                                                
93 Diavik Diamond Mine: Socio-Economic Monitoring report for Operations Jan-Dec 2006 
94 ibid 
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workers developed and available had to be shared between industry, government and 
community and aboriginal groups.  
 
The NWT Mine Training Society (MTS) is the partnership consortium that is 
responsible for broad-based mining related training.  The partnership members include 
four aboriginal organizations, three diamond-mining companies and the Government of 
the NWT.  The MTS is aimed at training Aboriginal peoples in the Northwest Territories 
for long-term employment in the mining industry.  The training must be directly linked 
to a mining industry job.  They have two primary objectives.  First they are to screen, 
select, train and place northerners in diamond mining jobs.  Second, build a legacy of 
education and awareness about the employee and skill needs of the mining industry in 
cooperation with the NWT’s education system and NWT communities.  A learning 
course that is just right for each applicant is developed.  This could mean attending 
school, job shadowing and / or apprenticing at a mine site95. 
 
The core funding for the MTS comes from the federal government through the 
Aboriginal Skills and Employment Partnership (ASEP), as well as funding from Indian 
and Northern Affairs and the Government of NWT.  Multi year funding totaling $14 
million has been provided to date.  The mines provide partnership funding, often 
contributions in kind.  The programs are generally delivered by Aurora College, but 
sometimes the mines themselves do the training.   
 
There are more than 120 occupations within the mining industry.  Here are some of 
them96. 
 

Construction and Extraction 
Blaster 
Borer operator 
Construction equipment operator 
Diamond driller 
Electrician 
Explosives handlers and packer 
Extraction worker 
First-line supervisor/manager of construction trades and extraction workers 
Mine cutting and channeling machine operator 
Miner 
Mining machine operator 
Rock splitter 
 

Installation, Maintenance and Repair 
Carpenter 
Construction millwright 
Industrial mechanic 
Heavy-duty equipment mechanic 

                                                
95 http://www.minetraining.ca/aboutus.php, accessed March 4 2008. 
96 ibid. 
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Machinist or machining and tooling inspector 
Maintenance analyst or maintenance worker 
Technical occupation in electronics and electrical engineering 
Manager of mechanics, installers and repairers 
Trades helper and labourer 
 

Production 
Mill operator 
Managers of production and operating worker 
Crushing, grinding, and polishing machine setter or operator 
Plant and system operator 
Production worker 
Solderer 
Welder 
Separating, filtering, clarifying, precipitating and still machine setter or operator 
 

Transportation and Material Moving 
Bulldozer operator 
Conveyor operator 
Excavator operator 
Freight, stock, and material mover 
Hand shuttle car operator 
Hoistman 
Industrial truck and tractor operator 
Loading machine operator 
Truck driver 
 
Office, Administrative and Support 
Administrative clerk 
Cook 
Specialist in human resource 
Public relations professional 
Security guard 
 

Health and Safety 
Health and safety worker 
Registered nurse   
 
Some of the training is done under the apprenticeship training system, with developed 
standards, processes and curriculum.   The NWT has developed Apprenticeship training 
standards for a mill operator specific to kimberlite processing.   
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10.4.1 City of Yellowknife 

The City of Yellowknife has benefited considerably from the development of diamonds 
in the NWT.   In the standard “boom-bust” cycle of natural resources, the diamond 
development “boom” arrived as gold mining was in the “bust” phase of the cycle.  
 
In general the City has enjoyed substantial benefits from the diamond industry including 
increased employment, increased business activity, and increased household incomes.  
Negative impacts include dysfunctional spending patterns, stresses of rotational work, 
increased inequities in income distribution, localized inflation, dislocations in the local 
labour market and increased wear and tear on existing public infrastructure97.  The 
stresses on the labour market are obvious in Yellowknife.  Businesses have complained 
that their operations are suffering from employee losses to the mines and heightened 
wage expectations among workers.  The infrastructure, including key services such as 
police and emergency shelters are also under pressure98.  In addition, while local 
aboriginal groups and the Government of the NWT have secured benefits from mining 
developments through the negotiation of socio-economic agreements or impact and 
benefit agreements, the City of Yellowknife has not been a party to these agreements99. 
 
The high wages and attractiveness of the jobs provided by the diamond mines in the 
NWT have impacted the overall labour market.  Wages have had to increase in order to 
keep existing staff, and attract new ones for both businesses and government.  The lack 
of available trained labour in the NWT and the considerable costs associated with 
moving to the NWT increased the impact of the wage levels.  Service business, 
especially have had increasing difficulty filling positions and finding staff. 
 
The impact of the increasing workforce impacted the City of Yellowknife budget in a 
number of ways.  While certainly revenues increased, as property values increased, and 
as new homes and businesses added to the property tax revenue stream.  However costs 
have also increased.  In 1998, the staff of the Planning and Development section of the 
City totaled six.  By 2000, it had reached eleven and a half and by 2007, thirteen 
positions were allocated to building inspections and planning. 
 
Across Canada, municipalities have addressed the benefits and impacts of local or 
regional resource development in a number of ways.  These include100: 

- Expanding boundaries to encompass all resource developments 
- Increasing property taxes for industrial operations 
- Intervention in regulatory process 
- Tax sharing agreement with adjacent municipalities 
- Implementation of road use fees 
- Diversifying economy 
- Negotiate agreement with resource developer 

                                                
97 Background Considerations of relevance for Long Range Planning by the City of Yellowknife in 

Advance of New Industrial Development, AMEC Earth and Environmental, 2007 
98 ibid 
99 ibid 
100 ibid 
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- Negotiate an agreement with province 
 
While a municipality has increased influence over a resource development if it is within 
its boundaries, it is clear that a municipality will enjoy benefits and incur impacts from 
resource development outside of its boundaries.  Strategies should be pursued directly 
with the resource developer, indirectly with senior governments or internally within the 
municipality to ensure benefits and mitigate negative impacts.  
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11.0 SASKATCHEWAN 

 
Saskatchewan has already felt considerable impact from diamonds.  Exploration 
expenditures in the Fort a la Corne region of central Saskatchewan totaled 
approximately $225 million dollars between 2001 and 2006.  The Government of 
Saskatchewan conservatively estimates that every one million dollar spent on 
exploration creates 3 direct jobs101.  Based on this factor the Fort a la Corne diamond 
exploration has created 675 direct jobs since 2001. 
 
Shore Gold is the key player in the diamond developments. In 2006, Shore employed 
320 of which 225 were locally hired102.  By December 2006, exploration expenditures 
on the Star property had reached $131 million.   On the Fort a La Corne property 
exploration and acquisition expenditures had reached $521 million103.  
 
The other significant diamond project in the area is Great Western Diamond’s Candle 
Lake project.  As of September 20 2007, $12 million has been spent on the project.  
Great Western Diamonds has been purchased by Vaaldiam Diamonds, and preliminary 
work on Candle Lake continues, while planning for a large bulk sample within a year. 
 
11.1 Saskatchewan Government 

 
The Ministry of Energy and Resources (E&R) has responsibility for the management of 
mineral resources in the province, subject to the role that the Northern Affairs branch of 
the Ministry of First Nations and Métis Relations plays in the Northern Administrative 
District (see below).  
 
E&R’s mandate is “to achieve full and responsible development of Saskatchewan's 
energy, mineral and forestry resources; to work with businesses to expand the 
Saskatchewan economy by promoting, coordinating and implementing policies, 
strategies and programs that encourage sustainable economic growth, and to optimize 
revenues to fund government programs and services.”104  Their focus is on the 
management of Saskatchewan’s mineral, oil and gas resources and key role is the 
management, and collection of the mineral royalty regimes. 
 
 
 
 
 
 
 

                                                
101 Personal communication, George Patterson, Saskatchewan Energy and Resources, Dec 2007 
102 Shore Gold Inc., Annual Report 2006. 
103ibid 
104 www.ir.gov.sk.ca, accessed January 18 2008 
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11.2 Northern Administrative District 

 
The Northern Affairs branch of the Ministry of First Nations and Métis Relations is 
responsible for the economic development of the northern portion (Northern 
Administrative District) of the province.  Its mandate is to:  

- Stimulate and support business and employment development in northern 
Saskatchewan;  

- Promote maximum benefits and opportunities for northerners from northern 
development; 

- Work with northerners and partner agencies to provide leadership and support 
for regional economic planning and sector development in northern 
Saskatchewan; and, 

- Advance northern perspectives and interests within government decision-making 
processes.105 

 
Within the Northern Administrative District (NAD), the branch manages the Mineral 
Surface leases for the government.  In the southern portion of the province the Ministry 
of Environment manages mineral surface leases.  Within NAD, the Saskatchewan 
government attaches socio-economic elements and long-term human resource 
development plans to the leases.  These Human Resource Development Agreements 
(HRDA) do not include quotas or targets but commit the companies and the government 
to work to provide business and employment opportunities for residents of northern 
Saskatchewan106.  Such conditions are not attached to leases issued for southern 
Saskatchewan by the Ministry of the Environment.  The Fort a la Corne diamond 
developments are located approximately 80-100 KM south of the NAD. 
 
The uranium mining companies and the aboriginal communities within the Athabasca 
basin of northern Saskatchewan negotiated a comprehensive impact management 
agreement in 1999.  This agreement addressed environmental protection issues, 
employment, training and business development opportunities and benefit sharing.  As 
part of the agreement, the mines employ Aboriginal Liaison Officers to work with 
communities to identify and support potential candidates for training and employment.  
They also provide fly in / fly out pick up points across the north in aboriginal 
communities, and encouraged the creation of joint ventures between experienced 
southern contractors and northern businesses107.  These joint ventures have lead to a 
transfer of skills and knowledge and an increase in the amount of northern business. 
 
Over the past 25 years, the mining projects in Northern Saskatchewan (within the NAD) 
have been seen as leading examples of how mining companies can benefit local 
communities (primarily aboriginal communities) through training, employment and 
business development support.  In 2007, approximately 52% of the employees at the 
uranium mines in the NAD are residents of the North and approximately 47% are 

                                                
105 www.northern.gov.sk.ca accessed January 14, 2008 
106 13th Annual report, Aboriginal Participation in Mining, DIAND, 2005 
107 ibid 
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aboriginal108.  Approximately $368 million of goods and service were purchased in 2007 
from Saskatchewan based companies.  This is approximately 63% of total expenditures.  
$250 million or 42% were purchased from businesses based in northern 
Saskatchewan109. 
 
All of Saskatchewan’s potash mines are located south of the NAD.  The Potash 
Corporation of Saskatchewan (PCS) owns several of them.  In 2006, PCS worldwide 
made 62% of their purchases locally.   This has increased from 55% in 2002110. In 
Saskatchewan PCS made 68% of their purchases locally111, and consider all of their 
workers to be local as their operations are not fly in / fly out. 
 
11.3 Saskatchewan Royalty Regimes 

 
Saskatchewan currently has different royalty regimes for different commodities.  There 
is a specific regime for each of potash, coal and uranium, and a general regime for 
precious and base metals. The Precious and Base metals regime is essentially a profit-
based regime.  The Uranium regime is an ad valorem or sales / value based system, 
while the Potash regime is profit based: both are structured to ensure a minimum 
payment. The opportunity exists to develop a specific royalty regime for diamonds.  
However it appears at this time that the Saskatchewan government is intending to 
modify the Precious and Base metals regime to include diamonds. 
 
The government develops royalty regimes in Saskatchewan.  The regimes are in 
regulation, and therefore can be amended by the Minister and proclamation.  Directly 
impacted companies usually are consulted and have an opportunity to provide feedback 
and identify concerns.   The department receives Cabinet direction on the intent, 
objectives and outcome of the regulations, and then Cabinet approval is required on the 
final regulations.  However there is not a public process, where the proposed royalty 
regulations are posted and public comment or review allowed.   
 
11.4 Saskatchewan Research Council (SRC) 

 
The SRC is a world leader in diamond sample processing.  The diamond geoanalytical 
lab employs ~45 people.   In addition to the geological processing facility, SRC also has 
a Dense Media Separation (DMS) facility for processing diamond bulk samples, which 
employees 5 people.   
 
However the amount of diamond sample work has decreased over the past few years, 
and is projected to continue decreasing.  In 2006 they processed 11,000 till samples, in 
2007 it decreased to 9,000 and in 2008 is projected to be 4,800 samples.  The DMS work 
is cyclical, and both the DMS and lab work are dependent on diamond exploration 

                                                
108 Saskatchewan Mining Association website, www.saskmining.ca., accessed February 6 2008. 
109 ibid 
110 Potash Corp 2006 Summary Sustainability report  
111 personnel communication, Rhoda Speiss, PCS, Feb 20 2008. 
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companies raising the necessary funding to move projects forward.  Both of the SRC 
facilities are specifically designed and constructed, and not mobile.  Security is a 
significant concern in both operations. 
 
SRC competes with several other facilities across Canada and around the world.  
Diamond exploration companies have the ability of course to select which every facility 
best fits their operations, timeframe and costs.  Shore Gold currently does not contract 
the SRC for their services.  Therefore the majority of diamond exploration samples 
taken in the Fort a la Corne region do not get processed in Saskatoon.  The majority of 
diamond exploration sample work that comes to Saskatoon comes from outside the 
province. 
 
11.5 Prince Albert Region 

 
The Prince Albert region is well positioned to take advantage of the development of a 
potential diamond mine.  The Prince Albert Regional Economic Development Authority  
(PAREDA) is the primary partner with government for economic development in the 
Prince Albert region.  The mission of PAREDA is to: 

- Ensure key regional infrastructure is developed and sustained 
- Develop and market regional tourism opportunities 
- Expand, retain and enhance our existing business community 
- Attract new business development and investment to the region, and 
- Facilitate the development of key partnerships112. 

 
There are approximately 50,000 people within the PAREDA’s region.  The region’s 
population is growing more rapidly than the overall province’s population, and within 
the region the aboriginal population is growing faster than the non-aboriginal 
population. 
  
Measured by employment, the leading sectors of the regional economy are:  

- Agriculture, forestry, fishing and hunting 
- Retail trade 
- Health care and social assistance, and 
- Public administration113. 

 
However in the same analysis, the mining, oil and gas sector was identified as an 
emerging sector.  Since 2001, the employment within the mining, oil and gas sector 
(which includes exploration support services) has grown at an annual rate of 3%114. 
 
The PAREDA recently completed a strategic development plan (October 2005).  In 
addition to developing partnerships with regional stakeholders the plan identified a 

                                                
112 Prince Albert and Area Regional Development Strategic Plan, October 2005 
113 Competitive Advantage Analysis – North Central Region, Saskatchewan Government, March 2007 
114 ibid 
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number of strategic initiatives that are relevant to the diamond sector such as developing 
value-added cluster opportunities and becoming a regional training center115.   
 
A review of the PAREDA Business Directory116 provides an indication of areas / 
categories which are already well served and perhaps ready for growth, and others that 
are less well served, and therefore provide new opportunities.  The business categories 
were selected as ones that are likely to see increased demand due to a diamond mine.  
An indication of the level of opportunity is also indicated in the table.  Whether or not 
the potential opportunities are realized depends on the actions of the businesses, the 
mining company (s), and the various governments and authorities. 
 
Table 19: Selected Business Categories in the PAREDA 

Selected Business 
Categories 

Number of 
Businesses 

Potential for 
Increased Business 
from a Diamond 

Mine 

An Opportunity? 

Accommodation 15 High  

Accounting 22 Med  

Advertising 6 Med  

Alarm Systems 1 High * 

Armoured Car 1 High * 

Automotive Repair 37 Med  

Builders and 
Contractors 

86 High * 

Blasting and 
explosives 

1 High * 

Bulldozing 1 High * 

Catering 6 High * 

Communications 3 Med  

Computers 27 Med  

Concrete 4 High * 

Courier Services and 
Delivery 

10 High  

Education 7 High * 

Electrical 13 High * 

Fabrication 2 High * 

Furnace 3 High * 

Heavy Duty Parts and 
Equipment 

11 High * 

Hydraulic 1 Med * 

Janitorial 20 High  

Laundry 4 Med  

Locksmiths 4 Med  

                                                
115 Prince Albert and Area Regional Development Strategic Plan, October 2005 
116 PAREDA web site, accessed March 2008 



  69 of 95  

Diamond Consultants Canada  May 2008 

Lumber 7 High * 

Manufacturing / 
Processing 

15 Med  

Medical Supplies and 
Services 

3 Med * 

Mining 2 High * 

Office Supplies and 
Equipment 

9 High  

Plumbing and Heating 9 High * 

Repairs 14 High  

Roofing 5 High  

Safety Equipment 4 High * 

Security 6 High * 

Surveyors 1 Med  

Tires 6 High * 

Transportation 15 High  

Trucking 11 Med  

Welding 7 High * 

Wholesale Distribution 30 Med  

 
There is some duplication within this list as some businesses are listed under several 
categories and / or listed in several communities within the PAREDA.  Several areas of 
potential are evident:  security related businesses, construction related businesses and 
heavy equipment related businesses.  
 
However until the mine is confirmed, and the proponent provides a mine proposal or 
description, the scale and exact nature of the opportunities is unknown.  Therefore 
whether or not existing businesses will expand to meet the needs of a diamond mine 
development or whether new businesses will be required to service the needs of the 
development is still unknown.  Whether or not the businesses in the PAREDA will be 
able to fully capture the opportunities provided by the diamond mine will depend on the 
actions of the businesses, of the PAREDA, of the mine and of the authorities.  It is 
important to recognize that the PAREDA is not isolated, like Yellowknife, and so the 
mobility of businesses (and people) is far greater. 
 
There are Canadian based businesses with experience in, and expertise with the diamond 
industry.  In some cases, international companies have established themselves in 
Canada, either as stand alone or in joint ventures.  They should be seriously considered 
as potential joint venture partners with existing businesses in the region.  They could 
also be approached to consider establishing themselves in the region (as Nuna Logistics 
has done). 
 
At this time, it appears that Shore Gold will be the developer and operator of a diamond 
mine at Fort a la Corne.  As the developer and operator, the company will establish 
terms and conditions for its employees, contractors and businesses that provide goods 
and / or services to the operation.  Some of the conditions may evolve and change over 
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time, or if another company were to come in and take over the development and 
operation. 
 
It is important that the local business community is made aware of these terms and 
conditions in a timely manner to ensure that local businesses can be prepared to take 
advantage of the mine’s business opportunities.  The company should be encouraged to 
establish purchasing policies and conditions that ensure local businesses will have the 
opportunity to provide the services.  This could include splitting contracts so smaller 
local businesses can provide the services. 
 
Finding workers in Saskatchewan is getting more and more difficult, as the economy 
continues to boom.  However there are indications that compared to the rest of 
Saskatchewan, the Prince Albert area has some room to grow.  According to the March 
2008 issue of Sask Trends Monitor, when compared to other Saskatchewan urban 
centers, Prince Albert had the second lowest employment growth rates between 2001 
and 2006, of 2.3%.  The province of Saskatchewan had an employment growth rate of 
3.2%.  Of Saskatchewan’s urban areas, Prince Albert also had the third lowest 
employment rate in 2006, of 61.6%, below the provincial average of 64.4%.  Prince 
Albert has a significant proportion of aboriginal population.  The aboriginal employment 
rate in Prince Albert is 56%, just slightly ahead of Regina and Saskatoon, but well ahead 
of the provincial average.  The growing young aboriginal population will be a critical 
source of future employees for the diamond developments. 
 
11.6 Aboriginal Partners 

 
The Fort a la Corne area is the traditional territory of the aboriginal people in the area.  
Over the past twenty years, working with aboriginal people in the development of 
natural resources within their traditional territory has become more and more important 
and widespread.  Within the past five years, a number of legal decisions by the Supreme 
Court of Canada have given additional responsibility to the governments.  Governments 
are required, under a concept called “Duty to Consult”, to consult aboriginal people 
about activities that might impact their traditional rights and traditional territory.  By 
their very nature, mineral exploration and developments impacts these rights. 
 
The Duty to Consult requires specific consultation with aboriginal people, above and 
beyond community liaison and environmental consultation.  While it is the responsibility 
of government to undertake, whether or not it is properly done obviously impacts an 
industry proponent. 
 
As with most more northerly regions of Canada, the PAREDA has a considerable 
aboriginal population.  They play an important role in the regional economy, and in the 
workforce.  In Saskatchewan, the aboriginal population is growing, and in 2006 was 
approximately 15% of the total population.  The aboriginal percentage of population 
within the PAREDA is higher, exceeding 15,000 or 30%.  The aboriginal population is 
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also young, with a median age of 20.8 years versus 34.3 for the total PAREDA 
population117. 
 
Given the important role the aboriginal people have in the consultation process 
surrounding any development, and the current and potential workforce they represent, 
working with and developing partnerships with the aboriginal people is critical for the 
PAREDA. 
 
11.7 Training Institutions 

 
In the Region, there are a number of existing training institutions.  These include: the 
Saskatchewan Institute of Applied Science and Technology (SIAST) – Woodland 
Campus, The Saskatchewan Indian Institute of Technologies (SIIT) – Prince Albert 
Campus, Gabriel Dumont Institute (GDI) – Prince Albert Campus and First Nations 
University – Northern Campus. 
 
These various institutions provide courses and training in a wide range of areas that will 
be applicable to opportunities created by a possible diamond mine including: 
administration, nursing, heavy equipment operator (regular and advanced), construction 
trades, building maintenance, welding, policing, carpentry, electrician, heavy equipment 
truck and transport, industrial mechanics, cooking, plumbing and pipefitting and roofer. 
 
It is important that the delivery of training programs be coordinated with the needs of 
the development.  Initially workers will be required for the construction phase and so 
training programs should be delivered that provide those skills.   
 
Developing diamond specific additions to this list of training options will strengthen the 
Region as a center of education and training.   An example of this would be the 
Kimberlite Mill Processing program developed and delivered by Aurora College in the 
NWT, to train operators of kimberlite mill processing facilities. 
 

                                                
117 Prince Albert and Area Regional Development Strategic Plan, Derek Murray Consulting Associates, 

October 2005 
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12.0 A POSSIBLE DIAMOND MINE AT FORT A LA CORNE 

 
As stated previously, a diamond mine in the Fort a la Corne area is not yet a certainty.  
There are still a number of steps, studies and work that must be done before a decision 
will be made on whether or not there will be a diamond mine at Fort a la Corne.  In 
order to make a very preliminary assessment of the potential impacts some assumptions 
must be made about such a development, that give some clues to the potential impacts 
and opportunities.  It is important to remember that these are assumptions, estimates and 
best guesses.  The reality of a mine proposal will almost certainly be different.  The 
purpose of making these estimates and assumptions is to give a range and order of 
magnitude to the possible impacts and opportunities, not to provide specifics. 
 
The mine will likely be an open pit mine, and employ between 600 and 900 people.  
Given the accessibility and low cost of power, it will depend on use electrical power 
rather than fuel, including using electric excavators and conveyor belts.  The mine will 
likely process between 40,000 and 50,000 tonnes per day, yielding about 7,600 carats / 
day (at 0.17 carats / tonne).  Currently the world’s largest diamond mine is the Argyle 
Mine, which processes about 30,000 tonnes per day.  Annual production from a Fort a la 
Corne mine would therefore be around 2.6 million carats, valued between $400 and 
$500 million (at $170 / carat).  
 
Access will likely be limited to one route (probably from the north) to ensure good 
control and security.  Buses will likely be used to move workers from the surrounding 
communities to and from the mine site.  This will improve the security and reduce the 
amount of traffic on the access route. 
 
Jobs and services that will be required include the following: 
 
Heavy equipment operators 
Mechanical and maintenance (trucks, excavators, conveyor belts etc.) 
Mill and processing operators 
Trucking 
Security 
Geological services 
Environmental monitoring and services 
Engineering 
Electricians 
Catering services 
Janitorial services 
Safety and First Aid 
Explosive manufacture, transportation and storage 
Administration, payroll and clerical services 
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The greatest demand will be for truck drivers, heavy equipment operators, drillers, 
millwrights, engineers and pipe fitters118.   In addition, there will be significant demand 
for electricians and expertise in maintaining electrical conveyor belts and machinery. 
 
In the NWT, the mines are dependent on aircraft support, and the winter road access 
during a short window.  The airstrips at the NWT diamond mines are sufficient (1,600 
meters) for Hercules and 737 aircraft.  This size of airport is critical as the work force is 
flown in and out on regular rotation.  The airstrip infrastructure is required due to the 
isolated location of the mines, not due to the nature of the product that is produced.   A 
day’s production of diamonds at the Ekati mine can fit easily inside a coffee can.  A 
substantial part of construction and operational costs are related to the accommodation 
and transportation requirements of the fly-in / fly-out operations.  Large equipment and 
fuel is transported into the NWT mine sites during the winter road season (late January - 
March each year).   
 
Because of the location of the possible mine in Fort a la Corne, the mining company will 
not have to invest in accommodation infrastructure.  The communities within the Region 
will be providing the accommodation and support structure for the mine’s workers. 
 
Mine employment can be split into four broad areas: asset management (maintenance, 
mechanical etc.), production mining (loading, hauling etc.), production processing (mill 
operator etc.) and operational support (security, health and safety, training).  The 
following table provides the breakdown at the Argyle Diamond mine in Australia, which 
is a large high volume open pit.   
 

Table 20: Distribution of Argyle Diamond mine Workforce, by employment area, 2003 
119

. 

 
Similar information is available for the Diavik mine, as follows: 
 

 

 

 

 

 

 

 

 

 

 

 

                                                
118 PAREDA – Economic Development Strategy James Smith Cree Nation 
119 Aboriginal Population Profiles for Development Planning in the Northern East Kimberley, J. Taylor, 

No 23, Centre of Aboriginal Economic Policy Research. 

 Asset 
Management 

Production 
Mining 

Production 
Processing 

Operational 
Support 

Total 

Employees 184 256 90 145 675 

Percentage 27% 38% 13% 21%  
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Table 21: Careers in Diamond mining (Diavik Mine 2004) 
120

 

 Management Professional Trades / 
Technical 

Skilled Heavy 
Equipment 

Entry 

# of jobs 40 50 180 90 110 105 

% of jobs 7% 9% 31% 16% 19% 18% 

Salary 
($/year) 

185,000 140,000 110,000 90,000 80,000 50,000 

Education 
req’d 

Graduate 
degree / 

Management 
training 

Post 
secondary 
University 

degree 

Technical 
institute 
or trade 

certificate 

Grade 
12 

diploma 

Grade 10 
and 

training 

Grade 
10 

 
Based on these mining career profiles, the total wages paid by Diavik in 2004 was over 
$56 million.  However wages are higher in the NWT, due to the cost of living, and the 
high demand for workers.  Wages will likely not be as high for the possible diamond 
mine in Fort a la Corne. 
 
The following is a sample list of occupations in the mining industry.121  A possible 
diamond mine at Fort a la Corne would require trained workers to fill these types of 
jobs. 
 
Table 22: Sample List of Occupations in Mining 

Management President of Mining Operation 
Vice President 
General Manager 
Operations Manager 
Business Development Manager 
Human Resources Manager 
Public / Community Relations Manager 
Community Liaison Officer 
Communications technician 
Administrative Assistant 
Human Resources Assistant 

Financial / Logistical Financial / Logistical Manager 
Payroll / Accounting / Purchasing Officers 
Purchasing Agent 
Network Support Technician 
Travel Coordinator 
Payroll / Accounting / Purchasing 
Assistants 

Environmental Environmental Manager 
Environmental Technician 

                                                
120 Personal communication, Hilary Jones, General Manager, NWT Mine Training Society, March 10, 

2008 
121 Personal communication, Hilary Jones, General Manager, NWT Mine Training Society, March 10, 

2008 
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Environmental Assistant 

Process Plant Operations Process Plant Superintendent 
Process Plant Engineer 
Process Plant Metallurgist 
Process Plant Operating Supervisor 
Process Plant Operators 
Process Plant Operator trainees 
Control Room Operator 

Surface Mine Operations Mining Superintendent 
Mining Supervisor 
Haul Truck Drivers 
Heavy Equipment operators 
Crane operators 
Loader / Dozer operator 
Drill / Blast Supervisor 
Driller / Blaster 

Security Security Manager 
Security Officer 
Security Assistant 

Maintenance Site Surface General Maintenance 
Supervisor 
Garage Supervisor 
Site Lead Mechanic 
Journeyman mechanic 
Plant Millwright / welder maintenance 
Apprentice / trainees 
Site Surface Maintenance Supervisor 
Site mobile equipment Operator 
Fuel attendants 
Instrumentation and Control Supervisor 
Plant electrician / instrumentation 
personnel 
Network support Technician 
Site lead electrician 
Journeyman electrician 
Maintenance clerk 
Process Plant mechanical / electrical 
Supervisor 

Site Administration Administration Superintendent 
Human Resource assistant 
Warehouse personnel 
Accountant 
Accounting assistant 
Purchasing warehouse Supervisor 
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12.1 Potential Labour Issues and Concerns 

 
If a workforce of between 600 and 900 is required for the diamond mine, some of those 
workers, and their families will move into the region from elsewhere.  Some workers 
may commute from outside the Region.  Overall there will be increased demand for 
housing, schools, medical services and infrastructure.  However until the description of 
the proposed mine is completed and available, it is impossible to model what the overall 
impact on infrastructure and services will be on any one Region or municipality.  
 
There are several overall trends within the national mining workforce that are important 
with respect to any discussions on ensuring an adequate work force for the development 
of a diamond mine. 
 
The mining industry across Canada is in need of more workers.  The labour force 
involved in the mining industry across Canada is in general aging, with 12% over 55 
years old and 24% between the ages of 45 and 55 years old.   
 
The mobility of the mining work force tends to be lower than that of other Canadian 
industries.  While almost 46% of all workers changed residences at least once in the past 
5 years, only 38.4% of the mining work force did so.  While 14.4% of all workers 
moved to another city in the same province for work within the past 5 years, only 12.2% 
of mine workers have done so.   However if mine workers do move, they tend to move a 
considerable distance.  Just over 4% of mine workers have moved to another province 
for work in the past 5 years, while only 3.7% of all workers have done so122. 
 
It is interesting to note as well, that over 67% of the national mining work force worked 
in another sector before working in the minerals and metals industries.  Of those, 18% 
came from the construction sector and 8.2% from forestry.  Approximately 5% came 
from the manufacturing sector.  
 
In Saskatchewan approximately 10% of the total mining workforce is over the age of 55, 
while approximately 21% are between 45 and 55 years old123.  Approximately 21% have 
less than high school education (tied with Quebec for the highest in Canada), and 40% 
have a post-secondary education (the lowest rate in Canada, below the national average 
of 48%).  The following table provides a breakdown of the family structure of mine 
workers in Saskatchewan versus national averages. 
 
 
 
 
 
 

                                                
122 Prospecting the Future: Meeting the Human Resources Challenges in the Canadian Minerals and 

Metals Industry, Mining Industry Training and Adjustment Council, 2005 
123 Mining Labour Market Transition Project, Mining Industry Human Resources Council, 2007. 
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Table 23: Family Structure of Mine work force, Saskatchewan and Canada
124

 

 Saskatchewan # Saskatchewan % Canada % 

Unattached Individuals 3,300 20% 17% 

Spouse in Single earner family 2,400 15% 23% 

Spouse in Multiple earner family 9,600 58% 52% 

Other 1,000 6% 5% 

 
Approximately 73% of the mining workforce in Saskatchewan has a family, while 20% 
is unattached. 
 
The mining industry is in the process of developing a National Strategy to address work 
force issues for the sector.  This strategy to attract, recruit and retain workers is targeting 
six groups currently under represented in the mining workforce.  These are: aboriginal 
people, new Canadians (immigrants), expatriates (workers who have left the sector to 
work in other sectors either in Canada or overseas), youth, woman and mature workers 
(retirees).  The Mining Industry Human Resources Council is developing the strategy.  
Cameco, Potash Corporation and the Saskatchewan Mining Association are represented 
on the Steering Committee. 
 
The potential workforce for a diamond development at Fort a la Corne is uncertain.  
However for initial planning purposes, based on the above statistics, it can be estimated 
that of the estimated 750 workers, 545 of them would be married and have families.  As 
Saskatchewan has an average family size of 2.9 persons (2006 Canadian Census data), 
one can generally estimate a population increase of about 1,785 people, including about 
490 children.  It must be emphasized that these are general estimates based on national 
and provincial data.  Specific regional data will impact these general estimates.  In 
addition, as the Region is not isolated, like Yellowknife in the NWT, how many of the 
mine workers will reside in the PAREDA, or even in Saskatchewan is uncertain. 
 
The demand for, and competition for workers both during the construction phase and 
operational phase is likely to be high.  Other substantial projects within Saskatchewan 
that will compete for workers include the expansion of existing potash mines and the 
development of new potash mines, construction of new uranium mines, development of 
the oil sands, and the development of new gold mines.  The growth in the mining sector 
will also place significant pressure on the suppliers to these various new and existing 
mining projects. 
 
The mine proponent will want to balance hiring skilled workers and investing in training 
of local people.  In the long term, building a local workforce is effective and cost 
efficient for a large long-term mining development.  The workforce will come from 
three primary sources: 

- Skilled workers that could be attracted to the Region from places like 
Yellowknife and Fort McMurray.  Other potential sources of workers include 
Ontario, where the economy is not doing as well.  

- Local work force, either skilled or that require training 

                                                
124 ibid 
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- Immigrants with specific skills. 
 
From the Region’s prescriptive, the priorities should be as follows: 

- Local skilled workers 
- Local workers who require training 
- Skilled workers from elsewhere (either in Canada or outside of Canada) who 

relocate to the Region. The Region can play a role in attracting workers by 
promoting the benefits of living within the Region. 

 
Therefore when and if a mine is proposed the Region needs to work with the proponent 
to ensure that local skilled workers are identified, and that training as needed is provided 
to local workers.  The timing and priorities for training will depend on the specifics of 
the proposed project – the scale, timeframe and other specifics that will be in a mine 
proposal.  Until the mine proposal is provided, a specific timetable and establishing 
training priorities would be premature.  
 
In Saskatchewan an important sub set of available workers at mining and industrial 
locations are farmers who work part time or full time off of their farm.  In 2001, 
approximately 44% of Saskatchewan farmers worked off of the farm.  In 2006, 48% of 
Saskatchewan farmers worked off of the farm.  Whether or not this trend will continue 
given the recent increase in agricultural prices is unknown.  However a mining operation 
that had a flexible working schedule that allows and encourages farmers to maintain 
their farm while working at the mine will be able to access a considerable pool of 
potential workers.  
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13.0 POSSIBLE IMPACTS OF A DIAMOND MINE AT FORT A LA 

CORNE 

 
It is important to understand that at this time, there is no certainty of a diamond mine in 
the Fort a la Corne area.  While indications are positive, decisions are required by both 
the mining company and regulatory authorities before a mine can proceed.  The 
proposed mining company needs to develop a project description or mine plan.  Based 
on this plan, the company will seek to raise the necessary funding, and apply to 
government for the required permits and approvals.  The mining company will assess the 
terms and conditions for the permits and approvals as well as for the financing, and then 
make a decision whether or not to proceed.  At this time, there is no project description, 
or mine plan, and the following section is based on best estimates and on the publicly 
available data. 
 
Based on the impacts of the diamond developments on the NWT, an estimate of the 
impacts of the potential mine at Fort a la Corne can be developed.  In the absence of an 
actual mine plan and proposal, these estimates only provide an indication of the scale of 
the impacts, and where within the economy they are likely to be felt.  
 
Diamond exploration will continue in the region, as the Orion projects and Candle Lake 
(and perhaps others) continue moving forward.  Exploration expenditures will likely 
remain in the $75 - $100 million / year range providing 100 - 150 jobs annually. 
 
While SRC may continue their work in the diamond exploration field, unless the key 
players in the Fort a la Corne project decide to provide work to SRC, the link with the 
Prince Albert region will be limited. 
 
13.1 Construction of a Diamond Mine 

 
Before the mine can begin operations, it must be constructed.  It has been suggested that 
construction will take between 12 and 18 months.  Unlike the NWT mines, an 
accommodation complex will not be required.   A kimberlite processing facility will be 
required, as well as an office complex and mechanical shops and storage.  Considerable 
cost will be incurred to remove the 80-100 meters of overburden.  It is estimated that 
this pre-stripping will cost in the range of $250 million.  The construction process is 
estimated to cost $850 million to $1 billion. 
 
Saskatchewan Bureau of Statistics estimates that a construction project of this size 
would create direct and indirect labour employment of 3,000 to 3,600 people within the 
province of Saskatchewan.  Given this workforce, labour will have to be imported from 
outside of the Region, and likely outside of the province. 
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While it is important to ensure that as much as the employment and business activity 
created by the construction remains within the Region, the construction phase is also a 
short term phase when compared to the production cycle of a possible diamond mine. 
 
The types of jobs created by the construction process are similar to those created by any 
significant construction project:  heavy equipment operators, welders, plumbers, 
electricians, roofers, carpenters, drywallers, etc.  The construction phase can serve as a 
training opportunity for workers who will be able to gain experience and prove 
themselves to their employer, and then move into a production / operation position.  It is 
important that local training institutions work with the developer of the proposed mine 
to maximize these opportunities 
 
As the overall Fort a la Corne development moves forward, it is likely that one 
processing facility will be used to process ore from several pits, such as Orion South if it 
proves to be viable.  If this is the case, then pre-stripping on Orion South will likely take 
place while mining occurs at Star.  The possible “overlap” of pre-stripping on a second 
pit, while continuing to mine the first, is the model used in the NWT Mines (both Ekati 
and Diavik are multi pit mines).  Once the initial construction phase is over, the line 
becomes blurred between operations and on going construction / development. 
 
13.2 Diamond Mining 

 
The data from Argyle provides some information to assess the type of jobs that will be 
available at the possible Saskatchewan mine.  However, with the increased emphasize 
on electrical systems (conveyor belts etc.) there is likely to be a reduced focus on 
trucking and hauling.  An estimate of jobs by employment area follows: 
 
Table 24: Estimated jobs at a possible diamond mine by employment area 

 Asset 
Management 

Production 
mining 

Production 
processing 

Operational 
Support 

 

Percentage 30% 35% 15% 20%  

Jobs 225 263 112 150 750 

 
Based on Diavik’s Mining Career profiles, and an estimated total of 750 jobs, the 
following estimates can be made for jobs at a possible diamond mine. 
 
Table 25: Estimated jobs at a possible diamond mine based on Diavik’s mining Profiles 

 Management Professional Trades / 
Technical 

Skilled Heavy 
Equipment 

Entry 
Level 

Percentage 7% 9% 31% 16% 19% 18% 

Jobs 52 67 232 120 142 135 

 
Mining jobs are well paying jobs, generally above $50,000 / year.  The figures for 
Diavik are distorted by the local conditions.  However as overall labour shortages 
continue across western Canada, wages will raise.  In the recent Ontario Mining 
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Association study, an average figure of $60,000 / year was used.  The Saskatchewan 
Mining Association states that the average salary (including benefits) for the mining 
industry is over $60,000125. 
 
With an estimated 750 jobs at the estimated average salary of $60,000 provides an 
estimated impact of  $45 million into the economy.  A figure of 50% seems realistic to 
apply to this, to estimate the impact on the regional economy. 
 
13.2.1 Security 

 
The primary area of difference between a standard open pit mine, and a diamond open 
pit mine is the level of security surrounding a diamond operation.  Security is a 
significant portion of the costs associated with a diamond mine.  Security related staff 
could range between 5% and 15% of the total workforce.  Training is required for many 
of these staff, and general security awareness is required training for all staff.  Security 
includes video monitoring, x-raying of equipment and bags coming on site, monitoring 
of staff and investigation of prospective employees.  Generally diamond mines have a 
policy that restricts what can be taken off the mine site.  In the NWT, the mines provide 
tools and equipment to the workers and all the equipment remains on site. 
 
The mine development will have to address access to the site.  In the NWT, the access is 
limited due to location.  Workers fly in and fly out and so enter the mine property 
through one controlled entrance.  This reduces security concerns.  In the case of the Fort 
a la Corne development, there will be an increased need for fencing, and fence patrols.  
There may be pick up locations identified off mine site where workers will be collected 
and transported to mine site by bus, to limit access to the mine site. 
 
There will certainly be a need for security related training and services especially for 
criminal record checks for potential employees.  Secure shipping services will also be 
required, likely through a relationship of some sort with one of the two leading 
diamond-shipping companies:  Malca-Amit (who are partners with SecureCheck in the 
NWT) or Brinks. 
 
Initially in the NWT, the mines contracted SecureCheck and others to provide the 
security work force.  Over time, the mines have shifted from contracting the security 
workers to hiring them as employees.  
 
13.2.2  Indirect and induced jobs 

 
Based on the NWT data, an estimate can be made of the indirect and induced jobs that 
would result from the possible diamond mine.  In 2001, there were 755 jobs in diamond 
mining in the NWT (at the Ekati mine).  Those jobs lead to an additional 1,190 indirect 
jobs and 380 induced jobs, for a total of 2,320 jobs. 
 

                                                
125 www.saskmining.ca, accessed March 2008 
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Based on the 2001 data from the Ekati diamond mine and the City of Yellowknife, the 
following estimates of indirect and induced jobs that the possible diamond mine in the 
Fort a la Corne could create, have been developed. 
 
Table 26: Estimated Indirect and induced jobs created by a possible diamond mine 

Indirect 
and 

Induced 
jobs 

Wholesale 
and Retail 

Food and 
Accommodation 

Professional 
and 

technical 

Transportation Total 

Percentage 50 20 10 20 100 

Number 1160 464 232 464 2,320 

 
According to information provided by the Saskatchewan Bureau of Statistics126, in 2006, 
total labour force employment in the Prince Albert Region and Northern Saskatchewan 
was 92,100 jobs.  Of those 27,900 were in the four categories identified by the City of 
Yellowknife study.  It should be noted that the definition of the various categories by the 
City of Yellowknife and by Statistics Canada do vary slightly.  However the data 
provides a valuable estimate.  
 
Table 27: Indirect and induced jobs created by the possible mine 

 Wholesale 
/ Trade 

Food and 
Accommodation 

Professional 
and Technical 

Transportation Total 

Existing 16,400 5,300 2,000 4,200 27,900 

New (#) 1,160 464 232 464 2,320 

New (%) 7% 8.7% 11.6% 11% 8.3% 

 
A significant issue for these businesses will be attracting workers and paying wages that 
can compete with the mining jobs.  Promoting the overall quality of life and benefits will 
be needed to attract and retain workers. 
 
With an estimated indirect and induced job total of 2,320 at an average wage of $40,000, 
provides an estimate of $92.8 million in increased wages and salaries.  Again a figure of 
50% seems appropriate to calculate an estimated impact on the Region. 
 
13.2.3  Business contracting / services 

 
The increased business activity and employment will lead to an increase in a number of 
economic indicators.  Retail sales will increase, however how and where the impact will 
spread across the region and the province is uncertain. 
 
There will be growth in the business and service sector tied to the mine operation.  
These will include heavy equipment, mechanical and electrical services, security and 
fuel.  In comparison to the fly-in, fly-out NWT mines, the Saskatchewan mine will 
likely purchase less food and accommodation services (catering, janitorial etc.), fuel and 

                                                
126 Personal communication, December 2007, Saskatchewan Bureau of Statistics 
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aircraft services.  While estimates on operating costs range from $12 -$20 / tonnes, 
given the overall trend for increasing costs, it would be more realistic to use $20 / 
tonnes.  At an estimated $20 / tones operating costs, and 40,000 tonnes per day, annual 
operating costs would be in the range of $250 million a year ($292 million less $45 
million wages and salaries = $247 million), well below the annual $400 million plus 
expenditures of each of the NWT mines. 
 
What percentage of these purchases will be made within the region is unknown.  
However, by using the 60% figure for local purchases obtained by some of the 
Saskatchewan based potash mines, it is reasonable to assume that approximately $150 
million annually will be spent by the possible mine within the Region. 
 
In order to take advantage of these opportunities for direct employment and indirect and 
induced employments, training will be required.  A coordinated approach to training is 
essential to ensure that appropriate and timely training is offered, and that funding is 
properly allocated.  Having trained workers available will also improve the operational 
conditions for the proposed mine. 
 
Table 28: Estimated annual expenditures of a diamond mine  

 Expenditures Estimated within the 
Region 

Direct Employment $45 million $22.5 million 

Indirect and Induced 
Employment 

$92.8 million $46.4 million 

Purchases $250 million $150 million 

Estimated Total $387.8 million $223.9 million 

 
Total annual expenditures in the Region can therefore be estimated at $220 million.  It 
must be recognized that this is an estimate and that when a mine proponent submits a 
project description, a more accurate assessment can be made.  At that time, total 
expenditures could also be broken down into the required categories of goods and 
services. 
 
13.2.4 Infrastructure 

 
Because the Saskatchewan mine will not be a fly-in fly-out operation the mine will not 
be required to construct or support accommodation.  Aircraft support will not be 
required to move workers on and off the mine site.  If the mine should choose to move 
their rough diamond production by air, the existing Prince Albert airport is sufficient for 
this need.    The mine does not depend on the Prince Albert airport.  However, as the 
region’s population grows with diamond related employment, and businesses, and if 
diamond related tourism opportunities are explored, there may be an increase in air 
traffic related to population and business growth. 
 
The operations of the possible mine will have an impact on the road infrastructure of the 
Region.  A reasonable assumption is that the road access to the mine operations will be 
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from one direction (for security reasons), running north from the mine site to Highway 
55.  During construction there will be increased traffic on Highway 55, and on the 
bridge across the Saskatchewan River at Prince Albert.  The scale and timing of the 
increased traffic will depend on the construction plans and schedule.  Some elements of 
the plant or other facilities might be moved into the Region by rail, or they may be 
trucked, depending on the design of the facilities.  The Region has both rail and road 
service that could be used by the mine developer if required. 
 
However during operations, the increased traffic will be minimal.  The possible mine 
will have access to power at the mine site, so large-scale fuel shipments (as in the NWT) 
will not be required.  The product is small and easily transportable (unlike uranium or 
potash), and so does not require rail or substantial road infrastructure to ship the product 
out.   
 
For security reasons, in order to minimize vehicles accessing the mine site, employees 
may be bussed to the site from one or more pickup points.  If the mine employees 750 
people, somewhere between 20 and 25 bus loads would be needed to transport them.  
What percentage of mine employees would reside south of the river, and require 
crossing the bridge is unknown.  However even if the pick up point was south of the 
river, the increased traffic on the bridge would in the range of 25 busloads twice a day, 
or 50 busloads total. 
 
13.2.5 PAREDA 

 
There will be impacts on the PAREDA.  How the costs and the revenues will be 
distributed between and amongst the municipalities is difficult to predict.  In addition 
two key differences between the NWT mines and the possible Saskatchewan mine come 
into play. First, in the NWT the impacts were concentrated in the City of Yellowknife, 
as the options for other communities or mobility between communities is limited.  In 
Saskatchewan, potential businesses and employees have numerous options when 
deciding where to locate and / or reside.   Second, as fly-in, fly-out operations, the NWT 
mines provide accommodation and services for workers while at the mine site.  Many 
workers do not reside in the NWT, but commute every two weeks from Alberta, 
Saskatchewan, Ontario or Newfoundland.  In Saskatchewan, all workers will likely 
reside “locally”, and obtain all services (ranging from food to, water, sewage, power 
etc…) from the community in which they reside.  Proximity and size would indicate that 
the communities within the PAREDA would be the primary choices for most new 
businesses and employees.  However all municipalities will have to address the 
increased demand for services, as the population grows. 
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13.3 Diamond Sorting / Valuation / Sales 

 
Based on a production of 2.5 to 3 million carats / year, approximately 4 - 10 sorters 
would be needed to sort the production.   The level of automation and skill needed 
would depend on the size and grade distribution of the production. 
 
Valuations would be undertaken 10 times a year and consist of a Government valuation 
team (2 - 5 people) and the company valuation team spending 2 - 3 days valuing the 
production.  It is likely that all valuation team members would travel to the valuation 
facility for the work.   The local impact could be estimated at 120 - 250 hotel nights per 
year, plus restaurant / food sales.  According to PAREDA Tourism, on average an 
overseas visitor spends $600 / day.  Therefore having valuation done within the Region 
would bring in between $72,000 and $150,000 per year.  More importantly, the 
valuation process is the only time that the rough diamonds will “stop”.  Sales of rough 
diamonds would only occur from a sorting and valuation facility, if they were to occur at 
all in Saskatchewan. 
 
From the mine’s perspective, the primary consideration for the location of a diamond 
sorting and valuation facility is security.  Each time the diamonds are moved, the 
security issues and potential concerns increase.  The mine is likely to want the rough 
diamonds sorted and valued on mine site, and shipped directly out from there.  Private 
aircraft or commercial aircraft from the Prince Albert airport are a possibility, as is 
secure shipping on one of several possible routes to Saskatoon and commercial aircraft 
from there. 
 
If sales of rough diamonds were to take place in the Prince Albert region, some 
additional sorting would be required to create market ready assortments of rough 
diamonds.  Customers would travel to Prince Albert to purchase rough diamonds, 
whether they were being sold as regular assortments or by tender.  Currently buyers of 
rough diamonds travel all over the world to buy rough diamonds.  Coming to Prince 
Albert would be a very pleasant experience compared to parts of West Africa or Central 
Africa.   The impact will depend on the number of customers.  It is likely that regular 
customers for the size of production projected for the Saskatchewan mine would be 
between 10 and 15 companies.  Each of these would have one or more representative 
attend each sale (10 times a year).  In addition to the additional sorting jobs, the local 
impact could be considered to be 100 to 200 hotel nights per year, plus restaurant / food 
sales.  This could add between $60,000 and $120,000 per year to the economy. 
 
Tender sales are another option.  Generally diamond tenders are by invitation only.  
Participation depends on the quality and quantity of the product being tendered. Based 
on feedback from diamond tendering companies in South Africa and Antwerp, a 
diamond tender in Prince Albert could reasonably bring in between 30 and 70 bidders 
depending on the type of goods for tender.  Each of these bidders would require hotel 
and food services for at least a day, likely two days.  Each tender could also be a media 
story and opportunity. 
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13.4 Diamond Cutting and Polishing 

 
Any local downstream value added developments will be dependent on the ability to 
purchase rough diamonds from the Saskatchewan mine.  The size, range and types of 
downstream developments will be dependent on the characteristics of the rough 
diamonds that come out of the ground and that are made available for purchase to the 
local companies. 
 
Experience shows that economically sustainable value added developments are viable, 
with limited if any government subsidies.  It is the ability to access rough diamonds on 
an ongoing basis, at world price that is the most critical issue.  The success of any 
venture is also dependent on the business model and expertise and skill of the people 
involved. 
 
While the principle of adding as much value as possible to natural resources before they 
are exported is not new to Saskatchewan, the implementation is often difficult.  A study 
by the Saskatoon Chamber of Commerce indicated the cost of not proceeding with a 
uranium processing facility in the province in the early 1980’s.  The province lost out on 
over $1.5 million in annual tax revenues over the proposed 30-year life of the facility 
and a loss of over $12.8 billion in Gross Provincial Product (GPP)127.    
 
Of course the value added issues and opportunities surrounding diamonds are very 
different from those surrounding uranium or other commodities.  For example, to take 
advantage of uranium processing opportunities requires billion dollar investments and 
very large companies.  Diamond value added requires a smaller investment (perhaps $5 
to $50 million) and can involve local investors and entrepreneurs.  The critical point is 
that it is important for the Province to assess the value added opportunities created by 
diamond mining, and take advantage of them where it makes economic sense. 
 
The factories in the NWT are employing over 150 people and purchasing what is 
estimated to be between 5% and 8% of the produced rough diamonds by value.  None of 
them receive ongoing government funding (through several received significant 
assistance in the start up stages).  Other diamond mining jurisdictions are all setting 
targets for locally value added, ranging from the 10% in the NWT to 40% in Namibia.   
 
Quebec is also close to developing their first diamond mine.  The Government of 
Quebec has already indicated that they wish to support value added opportunities around 
diamonds.  The model they appear to be considering is to provide a fiscal incentive to 
the mining company through the royalty regime for local sales (similar to Western 
Australia’s approach).  
 

                                                
127 The Cost of Saying “No” to Opportunity: Lessons from the Rejection of the Warman Uranium 

Refinery, Saskatoon Chamber of Commerce, June 2003. 
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Diamond cutting and polishing occurs all over the world in all sorts of places.  
Schumacher Diamond Cutters has been successfully cutting and polishing diamonds for 
over 30 years in Bismarck, N.D. 
 
If the Saskatchewan mine produces rough diamonds worth $250 million per year, a 
supply of economically viable rough diamonds in Saskatchewan of $25 million per year 
would be sufficient to create between 30 and 75 diamond cutting and polishing jobs.  At 
an average salary of $50,000, this would add between $1.5 and $3.75 million of labour 
income to the Region.  Additional indirect and induced benefits would increase this 
figure, perhaps doubling the total jobs.  
 
An important aspect of the downstream diamond sector is the ability to obtain financing.  
Certain banks specialize in providing financing to the downstream diamond industry.  
These “diamond banks” are based in the major diamond centers of Antwerp, Tel Aviv, 
Mumbai and New York.  If the Region and the Province is going to encourage diamond 
cutting and polishing, it is important that the diamond banks get a level of comfort with 
and knowledge about the Region.   
 
Diamond cutting and polishing is critical to further downstream opportunities.  It is very 
unlikely that diamond jewellery and diamond tourism opportunities will develop if there 
is no local diamond cutting and polishing. 
 
13.5 Other (Diamond Jewellery, tourism) 

 
It is very likely that the diamond mine will be a long-term (25 years +) operation in the 
Prince Albert Region.  There is opportunity over time to develop a reputation for the 
Prince Albert Region as a diamond center.  This would be dependent on the 
establishment of the diamond sorting and valuation facility within the region, on some 
local diamond cutting, and on some local sales of rough diamonds.  Local polished 
diamonds can provide opportunities to combine aboriginal designs and skills to create 
diamond jewellery (as done by the Navaho with turquoise, and the Haida with silver).  
Diamonds are a fascination to the general public, and should be incorporated into the 
tourism plan for the region.   Public displays of diamond cutting and polishing are 
always well received.  Diamond displays and events are considerably draws at museums 
and tourism centers.  The accessibility of the potential development would facilitate 
mine tours, but mine tours are not the primary draw (one does not generally see a 
diamond on a diamond mine tour). 
 
Regular or even special tender sales of rough diamonds will create media buzz, and can 
be used to promote the Region. 
 
It is difficult to predict what specific opportunities might develop over time.  However it 
is possible to say that if the rough diamonds are mined and then exported directly with 
no value added in the province, then none of these potential opportunities will have any 
chance of coming to fruition. 
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13.6 Time Frame 

 
While there is still much to be determined about the diamond developments, based on 
the Pre-feasibility Study and bankable feasibility studies that are anticipated later this 
year, an approximate timeline of the project impacts can be developed. 
 
Exploration impacts have been on going for several years and will continue, as Shore 
Gold and Newmont continue to work on Orion and Taurus, and as Vaaldiam moves 
forward on Candle Lake.  Other properties may of course be added to these over time. 
 
The timetable is an estimate based on available data at this time, and will certainly 
change as the exploration and developments continue.  Trying to predict 10 or 20 years 
into the future is uncertain, much less 30 or 40.  On the figure below, Orion N/C stands 
for Orion North and Central. 
 
 
 
 

Figure 17:  Time line of Impacts from possible diamond developments 
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The timelines for these developments is a consistently changing evolving target.  As 
more data is developed and obtained, timelines and objectives are adjusted and revised.  
These are estimates based on the limited publicly available data at this time. 
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14.0 CONCLUSION 

 
Diamonds represent a considerable opportunity for the Region and the Province.  It is 
clear from the examples of the past, and of the work undertaken in other jurisdictions, 
that diamonds have some unique characteristics.   Decision makers and businesses need 
to approach diamonds with an awareness of their uniqueness, and a willingness to adjust 
and respond to the unique opportunities diamonds can provide. 
 
The diamond industry provides benefits and opportunities along all stages of the 
diamond pipeline.  However the bulk of the impacts are at the mining stage.  A mine at 
the Star kimberlite could provide as many as 3,000 jobs (750 direct, and 2,300 indirect 
and induced).  Construction activity could be substantial in advance of the initial mining, 
and could continue if new pits and new mines (Orion, Taurus, Candle etc.) are 
developed within the Fort a La Corne area.  
 
While there are still unanswered questions about the timing, scale and size of the 
diamond developments, now is the time for the Region to prepare for diamond 
developments.  When announcements are made, the PAREDA will be able to move 
forward quickly as the required planning and ground work (such as communication 
networks, relationships, committees etc.) will be in place.  
 
It is also timely for the PAREDA to consider what their objectives from the possible 
diamond developments will be.  Does the region which to be known as a diamond 
mining area, as a center for diamond industry activity or both? 
 


