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Before diamond engagement ring became part of American tradition, diamond ring did not serve as a requisite for engagement. Diamond ring was voluntarily given to the significant others to show affection. However, after the Depression, diamond rings started to be more popular and later became American tradition. It is interesting to know what cause a shift in demand in this case. This paper is trying to explain the change in America’s demand for diamond during the period 1930-1985 which the diamond ring market grew substantially.
Dated back into that period, a woman’s marriage was necessary. Every woman had to get married in order to secure her social position that she is attractive enough to get into marriage, as well as to secure herself financially. Being a housewife was the only option available to her. However, though being proposed for an engagement, due to this scenario, women faced with a very high opportunity cost arisen from the engagement. In that period, virginity was a significantly important issue. Woman was expected to remain virgin until she got engaged. She would not suffer if the engagement was not breached. Nevertheless, if it was breached, not only she would lose husband and virginity, but she would also lose her other options--she now could no longer offer herself to the new ones. Worse, her market value reduced drastically.
During that time, there existed an act called “Breach of Promise Action” which entitled a woman whose fiance had broken of their engagement to sue him for assumpsit for damage, including reliance on the marriage, and recover for embarrassment, humiliation, and loss of other marriage opportunities. This act seemed to favor women, but actually, the rights granted to women to sue their fiances were less likely to be exercised. Suing their fiances would defame herself since the trial will be publicized. Also for the judges, it was rather difficult to settle the case. So, at the end, they finalised that this breach should be abolished since it was a threat to marriage and family.
As the abolishing breach of promise action was under consideration, the new sources of diamonds were discovered in Soviet Union. During that time, demand for diamonds was falling. An abundance of supply of diamonds with a low demand for diamonds caused the price of diamonds to drop eventually. However, after the first states abolished the breach of promise action in 1935, demand for diamonds restored and increased gradually. Moreover, in 1939, Debeers, the diamond-importing institution, formed alliance with Ayers, New York advertisement agency, launched national campaign called “a diamond is forever”. The campaign helped accelerating the growth for sales of diamonds even more.

The change in demand for diamond was caused by many factors. Economically, we would expect those factors to be price and income of customers, but interesting enough, the demand for diamond was mainly changed because of the abolition of the Breach of Promise Action. As girls were no longer able to sue when the promise was breached, they wanted something to ensure the relationships and diamond engagement rings served that purpose. From the regression analysis in the paper, it shows that the abolition of the Breach of Promise Action was the most important explanatory variable for the change in demand, following by the population of marriageable age. Another variable that can be considered as a main factor of this change in demand is World War II. It appears that price is not a statically significant factor affecting this change in demand.

The author of this research also studied the modern demand for diamond engagement rings, which is the period of 1965-1980, to test whether diamond engagement rings serve as pledges when social mores changed. What she found is that the demand for engagement rings was lower than before. The main factor constituting this phenomenon was the lower opportunity cost incurred to woman as the social mores changed. Sexual intimacy was no longer confined to marriage and engagement. More women are financially independent because more of them entered the job market. Also, the marriages were postponed because the couples want to wait until the education is completed and their careers are settled. Last but not least, some people just live together without getting married--chastity was no longer necessary. All these reasons contribute to lower opportunity costs to women.

In conclusion, this paper proves that taste can change over time due to many factors, such as social pressure and some phenomenon. Same goes to change in demand for diamond engagement rings. We must take into account other mysterious demand changes as well. Even though demand for diamond has changed to another forms of jewelry nowadays, rings are still used as a pledge to bind the married contract, given an understanding that breaching party must return it.
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