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are analysed It was

, ‘arket power
: tio the Australian waol industry, the Ievel of market
contestabﬂxty and existence of mu,‘qh \pexzipheml- ‘
competition in each segment has the effect of "keep’iﬁg
those segments of the wool market that are able to exert
market power, competit:ive

1. Introduction

This study is concerned with the structure of the Australian wool
industry, This topic is important in light of recent government policy
changes that have occurred in the wool industry and the associated effects
this may have on participants in the industry. It must be asked if, in the
absence of direct government intervention, it is possible for any segmentl
of the market to exert some power in the wool industry. It is presumed
that by exerting that power, the segment in question would do so for its
own benefit and to the detriment of other market segments. The power
any segment can exercise is directly related to the structure of that
segment. For instance, where a monopoly exists, the segment is one firm
and that firm has the power to exert influences on firms in other segments
of the market. Alternatively, if perfect competition were to exist, no
grouping of firms could influence the market.

1 A segment is defined as a group of participants who each perform the same task
inthe marketing chain.



potentlal to maximise bu:ncﬁt;s to.all pamcnpants in that markc,t*
and

3. identify which segments of the market; is most likely to be
vulnerable to exploitation. ‘

'A mxmncr of anaiysts have on,ly as&mwd the degrcﬁ of compcmuon wzthm

: kct network and thc: dxffercnt segmcnts of the Australian waol
mdustry is presented. The structural aspects of each market segment are
then identified. Prior to undcrtakmg these tasks the rationale for this
study is presented.

2. Industry

Concerns With Market Structures

The buffer stock scheme which operated in the Australian wool industry
for nearly 20 years meant that at times the prices prevailing were not an
accurate reflection of the supply and demand forces operating in the
market. The suspension of the scheme, in the face of growing wool
stockpiles and the associated debt of the Australian Wool Corporation has
eased the debate over the costs and benefits of such a scheme. A new free
market for wool in Australia would ideally provide equated levels of supply
and demand in the long run2. The adjustment required to achieve this

2 Itis debateable whether the market for wool is entirely free at present with the
Wool Realisation Committee's activities designed to dispose of the wool stockpile.



partxcxpant‘ anci

- no excessive barriers to entry or exit; -
If these conditions are not met, then the competitive nature of the market
could be questioned. Clearly, where collusion in the market occurs, price
distortions appear and resources are misallocated.

- The characteristics of the theoretical free market outlined by Vines (1991)
give rise to a possible fault with the present wos! marketing system. That
is, the opportunity for, and consequent exploitation of positions of power
in the market. This concern was also shared by Philp in the 1962 Rapom
of the Wool Marketing Committee of Inquiry that '..certain combinations
among wool buyers which restrict competition at auction are, and have
been for many years, present in Australia’. It was thought that the
reserve price scheme would reduce the incidence of collusion amongst
wool buyers. Under the scheme, the government was playing a direct role
modifying and influencing the market through its wool buying and selling
activities. In the absence of the reserve price scheme, it would seem
appropriate to address this issue once more.

The problems perceived by Philp, are embodied in the nature of the wool
market. They are such that the degree to which the adverse effects a
limited number of buyers, who undertake collusive behaviour may have
on the rest of the industry, could be significant. Due to the dilferent
categories of wool and the dispersal of sclling centres that exist
throughout Australia, there is a concern that in some selling centres for
some types of wool there will be few, if any, buyers.

While Philp was concerned with the high degree of concentration evident
amongst buyers, buyers are not the only segment of the market who have
“the potential to exert market power. Any market segment will exploit and
exert the power it has. For instance, in recent years, concern has been



Vtatcd that t‘hem was,

"Part of the rcqulrcmcnts for an cfﬁmcnt and competitive markct is the
‘prgscnce of a large number of partxm;mnts, thus ensurmg compct,, ive
price determination. Collusion is an obvious probk:m in a free market
where any group may find it profitable to pool resources and seck to
monopohsc certain segments of the market. ‘

A major threat to a free market and the point of most interest in thns
study, is the inference made by Vines (1991) that the scope for
‘exploitation of positions of market power may exist where there are few
buyers, sellers or agents in any part of the market. Clearly there are
'some factors that would facilitate the occurrence of such opportunities,
such as the existence of barriers to entry, the absence of an accurate flow
of information, unwanted market fluctuations, a bias in teﬁhmc:al
adoption, a decreasing marginal cost industry and/or the markets
inflexibility. These extent to which these factors are present in the market
is revealed by an analysis of the structure of the various market segments.
3.  The Theory of Market Structures
In describing the Structure-Conduct-Performance paradigm, Sherer (1980
p5) suggests that
" ..a causal flow from market structure and/or basic conditions
to basic performance [exists] ... that permit us to predict [the]
ultimate market performance from the observation of structure.”
The Structure-Conduct-Performance paradigm is important, as it reveals
the crucial role an industries structure plays in determining the
performance of that industry, Hence, the Structure-Conduct-Performance



~ Sherer (1

xdetex:mmed by the numn 'ber and dlstr 'ut n. of buyers and seliers 491
‘dcgree to which they collude, the demand and supply charamerxsucs of
their product, barriers to entry, vertical integration and the ownership of
resources and raw matetials.



~ Elements of Market Evaluation

Promohon and duct stratches ?
Price strategy
Pmd.ucmm s.tratggy

PI&RF QRMANCE

What? (Allocamon aﬂimency)
How? (Technical efficiency)
Who? (Equity)
Whats new? (Progress)

Source: Froyen and Greer (1990)




nt to haVc an xmpact on all partmpants in the market* Fmall,y, in
monopolistic campeixtwn, each firm is not large tmough to have a

significant impact on other partlcxpams«, yet its actions will be felt.

Problems relating to the competitiveness of a market arise when the
influence of a few firms becomes dominant, In the case of perfect
competition, the highest degree of competitiveness is defined. Even in a
situation of monopolistic competition, the market is sufficiently
competitive to allow the maximisation of benefits to all participants.
Hewever, in a market characterised by an oligopolistic or a monopolistic
‘structure, it is posistfbre for ﬁind‘ivid‘ual firms to exert the market power they
hold, thereby maximising their own benefits at the expense of others in-
society. The effects of a monopolist are well docurnented and represent
the opposite polar case to perfect competition. Howev&r, like perfect
competition, a purely monopolistic structure is extremely rare.

Of more interest is the case of an oligopolistic market, The firms in this
situation can act in two contrary directions. If they compete with one
another, any ability to exert their unique power on a market will not be
possible. The result of competitive behaviour amongst oligopolistic {irms
is that the sector displays all the characteristics of a perfectly competitive
market. This is known as the 'Cournot soiution' to an oligopolistic
market. Alternatively, the firms may collude, fixing prices and achieving a
situation akin to that of a monopolistic firm,



proiit:.s are ,curta;lcd Thc efrc:ot that thasc smaller ﬁrms wﬂl have is
related to their production capacity and hence their output., On one hand
they may not be able to maintain higher levels of production required to
deal with an expanding market share and on the other hand, oligopoly
firms may not be concerned as the share of such firms is likely to be
comparatively small and so will not nonceably affect the oligopolists' sales.

Conditions such as these may occur as a result of an industry reecsslon;,
‘where smaller firms must operate at prices well below those of the
oligopoly leaders. This results from production taking place at levels
below capacity. The extent to which large oligopolists follow smaller firms
pricing behaviur will depend on how much of the total market the
smaller firms represent. It has been estimated that if large firms lose 10
per cent of total output they will reduce prices to maintain their market
share (Sherer 1980). However, large firms may find that at any point,
resultant losses in sales or reductions in output may leave them with
excess capacity so they may also reduce prices to maintain output levels
and economies scale.

Of all the characteristics of the different market structures the number of
firms tends to stand out as a distinguishing feature between them. The
reason for differences in the number of participants in any market revolve
around the question of the barrier to entry and exit to the market. Some
features which describe market conditions and result in significant
barriers to entry for potential market entrants, include the size of market
participants, cost structures, product differentiation and/or economies of
scale or size.



1. methods by which price and output decisions are made;

2, »product, and sales pmmotmn poucy undcrtaken, |

4, means of coordmatmg and cross adai‘t“'uon of pncc, product
and sales promot;mn policies among compeling ﬁrms*

5. presence or absence of, and extent of, predatory or cxclusxonaxy
tactics directed against either established rivals or potential
entrants.

- Conduct can be thought of as a point midway in the market analysis

process, closely related to structure and performance; determined by the

structure and desoriptwe of performance. Vertical integration exempiifies
this point., Vertical or horizontal integration may give rise to a firm
~ operating either further up or down the marketing chain or in more than
one product market. Horizontal integration by a firm may offer a product

differentiated by quality and location. Vertical integration occurs when a

number of stages in the process of producing a final good from raw

materials are combined in a single firm (Quiggin and Fisher 1988).

Various actions describing a firms conduct often appear as a benefit to
consumers and other market participants and may depend largely on the
legal framework governing firms. Clodius and Mueller (1961) argue that
when all firms in an industry are corporations, then research into the
legal structure of such markets yields little explanation of the conduct and
ensuing performance. Smaller business organisations which characterise
many other sectors of the economy exhibit different management
techniques than larger corporations,

3.3 Performance

Clodius and Mueller (1961) define market performance as referring to
economic results that flow from the industry as a whole. The performance
of an industry or system of markets concerns both government and
society, specifically encompassing the national goals related to efficiency,



3. sizeof salcs promﬁtmn costs relative to the- costs of producuon’ ,

4, character of the product, mdu‘din*”? choice of design, level of

quality, any varicty of pmduzt within. any market; and

‘5, rate of progmsswmcss of the- ﬁz‘m and mdustry in dcvelopmg
both products and techniques of produ;:i,mn relative to evidently
attainable rates and relative to the costs of progress,

It has already been mentioned that there is a strong rclatwnshxp between
a market's structure, and the conduct and market performancs of firms,
Market structure directly affects profitability in many industries and can
Aexplam differences in income between participants at various levels in the
market.



3.4 c:ontestablemar ots

“ cntry of thc new ﬁrmi er, " ... a per‘ ‘qtly competxtwa rnarkct is
;nﬁcessaﬁly p;:r:ff‘:etly .c:antest le .. (Baumol 1982 p4) yct a pcrt‘g:cuy

| somally optlmal pncmg structure. Whether such emry isa possxblc ina
particular industry is the main point discussed in the theory of
“contestable markets.

The notion of a perfectly contestable market is an extension of the concept
of a perfectly competitive market; both descriptions explain an ideal
‘market situation in which welfare to all participants is maximised. Very
few industries will approximate the perfectly competitive market ideal,
however the concept is used as a benchmark for comparison of different
market structures.

The question of optimality is addressed as the market evolves and the
number of firms increases. Fama and Laffer (1972) confirm that it is
unrealistic to assume an infinite number of firms per industry, and it is
sufficient to assume that where many firms act as if there were an infinite
number of firms, then perfect competition will result. Fama and Laffer
conclude that under certain conditions, a general equilibrium with two or
more firms that do not collude in ?ny- industry could be described as being

perfectly competitive. Trade Practices legislation in Australia prevents
pamclpants from acting in a manner that will restrict the entry of
competitors on to the market,

4. The Structure of the Australian Wool Market

The marketing channel for wool can vary greatly. In 1992-93 84 per cent
of grower's wool was sent to auction through a broker who usually
arranged the sale, storage and sampling, The buyers, who are usually
termed exporters or overseas processor representatives, purchase the wool
at auction, However, buyers may bypass the auction system and privately
purchase wool directly from the grower. In Figure 2, a simplified version
of the wool market network is shown. The major segments in this market
are the producers, brokers, private treaty merchants and buyers.

11



~ Flow.of Wool Through Market S gments
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~ Merchants

< 1%

Mills

In this Section the structure of segments of the Australian wool industry
{le. the wool growers, brokers, private treaty merchants and buyers) is
assessed. Particular attention is paid lo the market characteristics of
each segment, such as the number, size and concentration of
participants, the degree of product differentiation and possibilitics for
increasing economies of scale. Concentration of market participants is
measured as a ratio of the market share of any number of firms, but
usually the larger participants, as a percentage of total market sales.

4.1 %Growers

The production segment of the Australian wool industry is characterised
by a large number of wool growers, exhibiting little concentration. Table 1



wheat/ sheep zonc, thc: sheep /meat cattla regxon or high framfall,zong ,and g
the sheep region or pastoral zone. Ea these areas produces different -
types of wool which can be segregated into 3000 classifications according
to length strc-:ngth, fibre diameter and cleanliness. Most wool producmg :
establishments are situated in the pastoral and wheat/sheep zones (sce

Table 1J. While producers in the wheat/sheep zone can change their

Table 1
Number of Wool Producing Establishments in Australia 1987-1991

1990 |

1989

T8 T

1987 |

20 909

3T665 |

—959%

54008

53 3102

8184

8549 |

36 289

25206 |

227246 |

197203 |

54 592 |

54 299

52 54Q

#9415 1

Source: Austrahan Bur@:au of ‘Siatlstxcs [19900 various 1ssues;)

production mixes, those operating in the pastoral zone cannot. Hone and
Cairns (1982) state that for 1978-79, the four firm concentration ratio in
the wool growing industry was around 0.003, that is, four firms accounted
for 0.3 percent of total (producer) wool sales. This concentration ratio is
not likely to change greatly, even with the increased selling activities and
buyer power of grower cooperatives, '

‘Although the financial barriers facing potential new wool growers are
considerable, they are not entirely prohibitive. Entry is relatively casy, as
is exit from the industry. Further, the volume of entry and exit, and thus

13



his cpcra,x:mn t,o a dszcmm mgmn or purc;hasa a new smck Bmh
ad; 1ustmants are costly exercises.

Producers can achieve economies of scale through homontaI integration

{ie. by pumhamng neighbouring propertics). However, this is a slow
process and large acquisitions are restricted to a small ‘scct’i‘an‘ of the
mdustry Further, extensive horizontal integration involves a large
financial transaction which may be too great for many single firms in the
mdustry A strategy available to individual producers is fo lower cost
struetures (c.g,i. by improving sheep handling facilities), however, even this
strategy may be beyond some. Vertical integration offers better
opportunities for unit cost improvements and associated benefits from
large scale operations. Growers have formed cooperatives for marketing
purposes where groups of producers pool similar wool clips in order to
increase lot size and bargaining power in order to sell direct. As yet there
has been little empirical evidence of‘ ‘the savings made by the
arrangements.

The vast number of firms in this segment of the industry would seem
sufficient, to imply that the segment has a perfectly competitive structure.
Further, growers are largely ‘price takers', Hence, the participants have
minimal control over the prices received for the goods they produce. In
addition, the individual is not directly responsible for any price distortions
evident in the market. The apparent ease of entry and scope for potential
competition may provide the same effects as actual competition within the



lian wool industry closcly

Corporanon and u..tlmatcly, govemmenﬁ.

Auction sales in the 19708 decreased. From 1967-68 to 1976~77, the
numbar of bales handled in the auction system fell by nearly 30 per ce:nt
(Taylor and Spinks 1984}, From 1977-78 to 1981-82, bale numbers fell by
-a further 9 per cent. This reduction of throughput in the broking seator ‘
meant that the segment had excess capacity. As their capacity was under
utilised, the wool broking industry in general was sluggish in responding
to changing economic conditions. The larger brokers adjusted more
readily than the smaller firms, and were typical of the horizontal
integration which characterised the industry in the late 1970s and early
1980s. Two seasons later, in 1983-84, the increased takeover and merge
activity of Elders Pastoral and Dalgety Farmers resulted in a 2 firm
concentration ratio of 0.84, The two firm concentration ratio has declined
since, see Table 2.

‘Table 2

Conccntratlon of Wom Bmkﬂrs

198%88 T 10920

[Twonrmratio | 061 | o049

[Heffamdlaj mdcx T o21 | oaa

Where there are a sufficient number of wool producers to warrant a
number of marketing options, the marketing decisions made by those
producers are governed largely by aesthetic rather than economic factors,

15



ar ing in ,ust;y Wﬂl face considerabli
) ptmg to esta,bhsh the ‘selves at, a pmﬁtable Iaveh. in

“havc mc»vcd to smaller brokcrs causmg the falhng concentratson rat;os

Edgar (1971 cited in Hone and Cairns p70) showed that the cest—output‘ :
relationship i in the broking industry is consistent with economies of size.
Modern sampling equipment enables promipt, and accurate classification
of sale lots thus facilitating a rapid turnover of stocks. Smaller, less
»,cagpitalis?:d competitors who cannot afford the new technology have faced a
per unit cost disadvantage compared to their larger rivals. Large storage
facilities have a similar effect on per unit costs and are only afforded by
the larger broking firms. The marketing network of large wool broking
companies is often extensive and new entrants have difficulty in luring
customers away from large and often well established pastoral companies.

Entering the wool broking segment of the market as a small organisation
- is possible as the size of the market share that could be obtained would
not be sufficient to provoke retaliatory actions from the larger brokers.
Rising costs and the presence of smaller firms have seen the associated
profits fall to a point of relative economic efficiency. The similar cost
structures experienced by large wool brokers has led to product
differentiation on the basis of services offered.

The wool broking industry appears to be oligopolistic, with the added

features of product (service) differentiation which provides an element of
competition among the larger companies and economies of scale which act



miated ,,al.most; ,cmt,r atly .to the inve:s,tmant: fc‘:»ap;ajibility of ;par;txei‘_pantsg
“H‘oﬁzontal inte:“gration ‘*in the 'mrm o‘f 'ma‘rgcrs a‘nd takeovcrs ?is ‘th‘e'm“o‘st
Prod,uc:; d,iffercnnatmn is inhe,rcnt in thc natum of ,t:he pmvam tmaty
‘merchants' operations, especially from the auction system. The ability of
private merchants to adapt to individual clients' requirements enables
them to specialise in a buy, sell or export role andnpenate throughout the
wool marketing chain,

The private treaty merchants form a segment of the wool industry which
describes a monopolistically competitive market. PFinancial barriers to
entry exist, the size of which depends on the scale of entry of new firms.
Horizontal integration characterises this segment of the wool industry and
firms that expand in this manner can become larger and approach cost
nomies. Private treaty merchants can differentiate their services to
suit individual clients and are fairly mobile within the market.

17



brokmg segment and the deﬁmte funcmon of buyers Wool buycrs are
,ﬁsscntxally exporters who operate at auction only, as opposed to brokers
‘who liaise with other market segmcnts,. '

The buying power of these large exporting companies is enhanced by
financial relationships with their typically large clients. Domestic buyers
compete for investment from clients overseas, seeking to increase their
throughput and share of the client's business. Economies of scale in wool
buying can only be realised as their market share increases, Per unit
costs of shipping, storage, domestic handling and transport decrease with
throughput increases. Increased throughput is dependent on expanding
client share and is only achieved at the expense of other domestic buyers.
Product differentiation becomes more effective as the scale of a buying
organisation increases and greater quantities of a wider range of wool
types can be offered to clients.

Both the buymg and broking secters of the Australian wool market have
been charactﬂnsed by increased horizontal integration and a rise in
market concentration throughout the 1980s. The oligopolistic nature of
the wool broking industry has occurred largely as a result of mergers and
takeovers, despite this there is a significant presence of smaller firms. The



operate \eﬂ‘ mcntly and, kec,p costs at economic leveis,

3. where competition is lacking, the incentive for efficiency ms
away with consequent adverse affects on other participants in
the marketing chain.

In light of the above 3 factors, the Australian wool market seems to be
cﬁ“ icient. The size of some partici pants indicates an oligopolistic structure
in the broking and buying segments, while the producers and private
treaty merchants are closer to perfect competition,

With 65 000 wool producers regionally dispersed, this segment would
appear to be relatively competitive. Further the evidence over the past five
years would be indicative of the fact that producers can not influence
prices. Differences in broker charges have been documented by Bennett
(1979) as differing by as much as 30 per cent, however, on the basis of
comparisons between the costs of interlotting and bulk classing with.
charges to growers, Stott (1989 p17) states that " ... there is no reason to
suspect that charges to growers do not accurately reflect costs." Brokers
arrange the auction of wool and deal with growers, buyers, exporters and
private treaty merchants. Brokers prefer to handle fewer large lots of wool
at auction, than many small lots, The per unit (lot} costs of handling
many small lots at auction are greater than few large lots. Large lots are
discounted relative to small lots, though they may be priced at the same
per unit amount (Stott 1989). Cost plus pricing in an oligopolistic
industry is a common form of profit seeking behaviour and involves
margins which are greater than costs by an amount dependent on the

19



, ‘fthat rcspect Sxmxlar sondifions exist for c:ntnes mto h‘c: prwate tre y
~ segment, however geographical distribution of incumbent firms may result
in localised retaliatory pricing of services where a potential entrant has
capacxty to take a significant share of the market,

A snmlar degree of contcstabnhty exists with the broking scgmem There
are sunk costs associated with entry into this segment, however,
equipment and storage can be leased and the nature of the broking
operation confined to common broking actwities in order to avoid
additional costs of specialised equipment. Flint and Mues (1987) outline
some fundamental characteristics of the broking industry which inhibit
retaliatory pricing actions against new entrants and promote economic
efficiency.  Primarily, there are organisations such as the Prices
Justification Tribunal that monitor large firms but also, the nature of
broking charges is such that they are sc¢t on a national basis at the
beginning of a production season and rarely changed within the season.
In all production zones, growers face similar seasonal charges from large
brokers who do not want to he accused of discriminating against
individual groups of growers. The effect a new entrant will have on the
incumbents depends on the scale of entry. The loss of revenue caused by
the relatively inelastic nature of the demand schedule for brokers services
prevents price wars.

Flint and Mues (1987) suggest that the level of entry and exit of
comparatively efficient firms into and out of the broking segment of the
wool market implies any barriers to entry or exit are relatively low and
that the market exhibits a ‘workable’ degree of contestability, despite
market concentration.



: . 6 Conclusions

‘ In this study an aim was to xdcnnfy the structurc of the varxous segments
of the Australian wool market, whether those segments are competitive
and if scope for market imperfections exits in any of those segments, Four
market participants have been identified and the structure of the markets
in which they operate defined, They are; growers or producers of wool,
brokers, buyers and private treaty merchants,

The changed nature of the wool market in the 1990s will affect all
participants, benefiting some and costing others. In recent years, buying
and broking firms have undertaken horizontal and vertical integration,
with consequent unit cost advantages being realised. Unit costs of
growers and private treaty merchants may be reduced in a similar
manner, however, these two other participants face considerable financial
barriers to integration and rely more on technological improvements to
decrease unit costs. The production segment of the wool industry is
characterised by many firms dispersed over a great area. These firms face
substantial financial barriers to integration though some have formed
cooperatives. This segment is not likely to undergo noticeable structural
change and will continue to approximate the perfectly competitive market.
The suspension of the resérve price scheme for wool also means that the
prices received by growers will be a reficction of market conditions (supply
and demand) a move further toward a perfectly competitive market.

The private treaty segment of the wool market is the next closest
approximation to a perfectly competitive market. There are not enough
barriers to entry and too many small firms for this segment to be called an

21



: ,merchant rather than a Iarge wool broker

‘The :natu.:rc of the differentiated oligopoly which characterises the broking
industry is such that price competition between the large participants is
minimal and emphasis is placed on maintenance of market share and
throughput. Broker pricing strategies arc reflected in their attitudes
toward maximising profit and/or market share. Profit maximisation

equates marginal cost to marginal revenue, while market share pricing is
based on average cost (Hone and Cairns 1982). Two or more firms may

‘employ joint handling facilities, and as a result will often share the same

cost structures and so will charge similar prices to customers. Incentives

for cost reductions in the wool broking industry are less when high prices

prevail, Restructure in the form of mergers and takeovers is not

considered necessary in times of high prices. However, as potential

competitors realise the scope for profit, the incumbents may undertake

‘deterrent pricing policies to keep them out of the market (Taylor and

Spinks 1984). When prices are low and smaller firms are suffering,

takeover offers from large firms are often accepted as an alternative to

bankruptcy. In this manner, horizontal integration is likely to continue.

However, the smaller firms that emerged in the higher price period of the

late 1980's still remain in the industry.

The Australian buying industry was more fragmented in terms of company
numbers and market shares than was broking. The structure of buying is
different to that of broking. The size of wool buyers indicates that they
may be able to exert some pressure on wool prices at auction. At
individual auction sales, this effect will be especially enhanced where



. , there may ‘be only lnmﬂ,cd
~,dcmand by large buyer‘ for: ce.rtam typcs of wool, :

Wool rodurers in Austraha operatc in a market cnvernment whtch -
Many market; partnupanfs

«1atxos and varymg degrees of vertxcal and hm mmt'ﬂ mtegratnon, product

differentiation and retaliatory pricing tactics.

In all scgments of the wool industry there is scope for competition. The
presence of both large and small firms in the blokmg industry and Lhcnr‘
distribution &hroughou.t Australia means that price distortions enabhn,g

excess profits to oligopolists are prevented by the profit seeking behaviour

of smaller firms. They (smaller firms) serve as a competitive threat to the

more concentrated wool buying and broking segments, However, there

are financial barrier to entry on a large scale, for the monopolistically

competitive brokers and buyers.

23
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