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�. Overview (�)
On 22 February 2006 the Commission adopted a 
decision pursuant to Article 9 of Regulation (EC) 
No 1/200� (hereafter: ‘Reg. 1/2003’) which ren-
dered binding the commitments offered by De 
Beers in order to address the Commission’s com-
petition concerns under Article 82 of the EC Treaty 
and Article 5� of the EEA Agreement.

The competition concerns related to a purchase 
relationship between De Beers group of companies 
(hereafter: ‘De Beers’), the largest producer of rough 
diamonds in the world, and the Russian company 
ALROSA Company Ltd (hereafter: ‘ALROSA’), the 
second biggest rough diamond producer. Notably, 
this purchase relationship led De Beers to con-
clude the Trade Agreement, which, according to 
De Beers, had never been implemented. However, 
pending the Commission’s proceedings concern-
ing the Trade Agreement, De Beers had agreed to 
purchase substantial amounts of rough gem dia-
monds from ALROSA under a ‘willing–buyer-
willing-seller’ arrangement.

The commitments prohibit all De Beers’ rough 
diamond purchases from ALROSA following a 
transitional period until the end of 2008, allow-
ing the establishment of an efficient distribution 
system independent of De Beers. This will allow 
for more competition between producers of rough 
diamonds, enabling customers, such as diamond 
polishers and traders, to have access to additional 
supplies outside De Beers, thus also favouring 
competition downstream.

2. Procedure
The existence of trade agreements between De 
Beers and ALROSA (and formerly the Russian 
State) for the sale of rough diamonds was revealed 
by the Commission in 2001. Following further 
investigation by the Commission, City West and 
East limited (hereafter: ‘CWEL’), De Beers Cente-
nary Aktiengesellschaft (hereafter: ‘DBCAG’), both 
members of De Beers, and ALROSA, notified their 
Trade Agreement on 5 March 2002 in accordance 
with Regulation No 1�.

(1) The content of this article does not necessarily reflect the 
official position of the European Communities. Respon-
sibility for the information and views expressed lies enti-
rely with the authors.

On 1� January 200� the Commission opened 
proceedings by issuing a Statement of Objections 
under Article 82 of the Treaty addressed to De 
Beers SA, the holding company of De Beers, CEWL 
and DBCAG in respect to the Trade Agreement, 
followed by a supplementary Statement of Objec-
tions on 1 July 200� which added Article 5� of the 
EEA Agreement as an additional legal basis. A 
complaint against the purchase relationship was 
also lodged with the Commission.

On 1� December 200�, CWEL and DBCAG sub-
mitted a commitment proposal (2) in response to 
the Commission’s Statements of Objections (�) 
which were deemed to constitute a preliminary 
assessment within the meaning of Article 9(1) of 
Reg. 1/200�. In June 2005, a Notice was published 
in the Official Journal inviting interested third 
parties to submit their observations (�) on the pro-
posed commitments.

In response to the Notice, the Commission received 
21 observations from interested third parties, of 
which 2 were submitted by industry associations, 
5 by diamond bourses and 1� by market operators 
active downstream of De Beers, notably diamond 
manufacturers (cutters / polishers) and traders. 
A large majority of the observations echoed the 
Commission’s competition concerns, as expressed 
in its preliminary assessment, but indicated that 
they would be insufficiently addressed by the pro-
posed commitments. In view of these observations 
which the Commission found relevant, De Beers 
SA submitted an amended commitment proposal 
on 25 January 2006.

On 10 February 2006 the Advisory Commit-
tee on Restrictive Practices and Dominant Posi-
tions unanimously adopted a favourable opinion 

(2) http://ec.europa.eu/comm/competition/antitrust/cases/
decisions/�8�81/commitments_de_beer_en.pdf

(3) ALROSA submitted reciprocal commitments in response 
to the Commission’s Statements of Objections under Arti-
cle 81 of the EC Treaty and Article 5� of the EEA Agree-
ment of 1� January 200� and 1 July 200� which were also 
addressed to De Beers SA, CWEL and DBCAG. Commit-
ments by CWEL and DBCAG also aimed at addressing 
the concerns raised under Article 81 of the EC Treaty and 
Article 5� of the EEA Agreement. These separate procee-
dings would be closed simultaneously with the adoption 
of the attached draft decision.

(4) OJ C 1�6, �.6.2005, p. �2 — ��.
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on the draft decision. The commitment decision 
was adopted by the Commission on 22 February 
2006 (5).

3. Competitive analysis

The Commission’s competition analysis of the pur-
chase relationship was set out in its preliminary 
assessment (Article 9(1) of Reg. 1/200�) on which 
the commitment decision is based. Following 
Recital 1� of Reg. 1/200�, the commitment deci-
sion concludes that ‘there are no longer grounds 
for action by the Commission’ and does not state 
‘whether or not there has been or still is an infringe-
ment’.

3.1. Relevant market

In the Commission’s preliminary assessment, the 
relevant product market was identified as produc-
tion and supply of ‘rough diamonds’ suitable for the 
cutting and polishing industry and, ultimately, the 
jewellery industry. The product market of rough 
diamonds comprises the full range of diamonds (in 
relation to caratage, colour, clarity and (potential) 
cut). Rough diamonds are distinct from other pre-
cious stones due to product characteristics, such as 
hardness, clarity and reflection of light. Diamonds 
are generally traded in a grouped form (boxes) 
comprising a large range of diamonds of different 
sizes and qualities.

In the Commission’s preliminary assessment, the 
relevant geographic market was identified as being 
worldwide, based on the fact that rough diamonds 
are priced and traded worldwide.

3.2. Dominance

In its preliminary assessment, the Commission 
took the view that De Beers is dominant within the 
meaning of Article 82 of the EC Treaty and Article 
5� of the EEA Agreement on the worldwide rough 
diamond market and therefore in the EEA.

For much of the 20th century, De Beers controlled 
over 80% of the worldwide supply of rough dia-
monds. Throughout this period, De Beers exer-
cised the role of ‘custodian’ of the market by man-
aging production quotas, keeping large stocks, and 
by purchasing diamonds from its competitors or 
on the open market.

The rough diamond market remains highly con-
centrated (HHI index above 2600). With diamonds 
from its own production and its joint ventures, De 
Beers accounts for roughly a half of the rough dia-

(5) Available at: http://ec.europa.eu/comm/competition/anti-
trust/cases/index/by_nr_�6.html#i�8_�81

mond output. ALROSA, its nearest competitor, 
holds around a quarter of global diamond sales. 
Other competitors are much smaller.

De Beers is still considered the price leader in the 
diamond industry. Its vertical integration and an 
advanced distribution system provide it with a 
unique knowledge of the diamond pipeline. De 
Beers operates the world’s most efficient mines 
and has the widest access to diamond sources. 
As a market maker, by aggregating the output of 
numerous mines and its other sources of rough 
diamonds, De Beers is able to smooth out fluc-
tuations in the composition of its production and 
provide a more consistent product range to its cus-
tomers than any of its competitors. The Commis-
sion took the preliminary view that the ability to 
offer a consistent product range of diamonds is key 
in the rough diamond market.

In its preliminary assessment the Commission 
considered that for the foreseeable future the 
strong position of De Beers will be protected from 
competition by high barriers to entry. Natural 
resources are limited, and risky, high-cost invest-
ments are required for exploration and start-up 
of mines, thus preventing any significant market 
entry that would lead to a significant change in the 
market structure.

3.3. The competition concerns

The Commission investigated the purchase rela-
tionship between De Beers and its most important 
competitor ALROSA against its historic back-
ground. Their long-lasting trade relationship had 
in the past been instrumental to jointly regulate 
volume, assortment and prices for rough dia-
monds sold on the world market, and constituted 
one of the main elements for De Beers’ market 
maker role. The Trade Agreement and the ‘willing-
buyer-willing-seller’ arrangement appeared to be a 
continuation of their past trade relationship.

In its preliminary assessment, the Commission 
took the view that De Beers’ continuous purchase 
relationship with ALROSA constituted recourse to 
methods different from those consistent with nor-
mal competition with the effect of hindering the 
maintenance of the degree of existing competition 
or the growth of that competition, and of main-
taining De Beers’ control over the rough diamonds 
market.

By the terms of the Trade Agreement De Beers 
would, in the Commission’s preliminary view, pur-
chase amounts that corresponded in practice to the 
quantities of ALROSA diamonds sold outside the 
Commonwealth of Independent States (hereafter: 

http://ec.europa.eu/comm/competition/antitrust/cases/index/by_nr_76.html#i38_381
http://ec.europa.eu/comm/competition/antitrust/cases/index/by_nr_76.html#i38_381
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‘CIS’). As a consequence, De Beers would elimi-
nate an alternative and independent source of sup-
ply for potential customers on the world market.

In the same vein, the Commission took the pre-
liminary view that through its purchases under 
the ‘willing-buyer-willing-seller’ arrangement, De 
Beers hindered ALROSA from competing fully 
with it and from acting as an alternative and inde-
pendent supplier on the rough diamond market 
outside the CIS states.

4. Commitment decision
The Commission decision rendered De Beers’ 
commitments binding on the company and found 
that there are no longer grounds for action. The 
Commission considered that the commitments 
were sufficient to address its competition concerns 
as identified in the preliminary assessment and 
backed up by market observations.

The commitments contain provisions on De Beers’ 
rough diamonds purchases from ALROSA, as well 
as rules on implementation and monitoring.

At the core of the commitments lies De Beers’ obli-
gation to discontinue all purchases from ALROSA. 

This prohibition also relates to indirect sales, 
where, for example, De Beers would knowingly 
buy ALROSA diamonds through third parties. 
However, complete termination will be preceded 
by a transitional period, during which De Beers 
can purchase no more than USD 600 m of rough 
diamonds from ALROSA in 2006, USD 500 m in 
200� and USD �00 m in the last year, 2008. The 
Commission viewed this transitional period nec-
essary to allow sufficient time for distribution 
channels for sales of ALROSA produced rough 
diamonds previously controlled by De Beers to 
be put in place. As to the implementation of the 
commitments, De Beers undertook that any con-
tract for the supply of rough diamonds, including 
a modified Trade Agreement, it concludes with 
ALROSA would comply with the commitments 
which are to be interpreted in the general frame-
work of Community law, and in particular in the 
light of Articles 81 and 82 of the EC Treaty and 
Reg. 1/200�.

The task of monitoring compliance with the com-
mitments will be assigned to a monitoring trus-
tee whose appointment is subject to Commission 
approval.


