
My name is Dr. Jill Stowe, and I am an associate professor in Agricultural Economics at the 
University of Kentucky in Lexington, KY, USA. I was hired in 2008 with the charge to conduct 
economic research on the equine industry.  

I was asked by Coolmore Australia to summarize my comments from my analysis of Greg 
Houston’s expert report as well as the “Peer review of the expert report of Greg Houston” prepared 
by Dr. Jeff Bennett. Mr. Houston and Dr. Bennett both arrive at the same conclusion – that the 
Upper Hunter region equine critical industry cluster would not be affected by the departure of 
Coolmore and Darley to another location. 

These reports both contain a number of assumptions which indicate lack of understanding of and 
experience with the Thoroughbred breeding industry; as a result, the conclusions drawn are 
misleading. These ideas are: 

• Barriers to entry in the Thoroughbred breeding business are low 
• The perception of the stud farms in the minds of their customers is inconsequential to farm 

profits 
• In the Thoroughbred breeding industry, stallions follow the broodmares 
• The equine critical industry cluster in the Upper Hunter region would not be affected by the 

departure of Coolmore and Darley if they chose to leave 

First, I would argue that barriers to entry in the breeding business are high, which is not unusual for 
oligopoly markets such as this one. Barriers to entry include to scarcity of legitimate stallion 
prospects (inherent to the nature of the industry), the capital investment needed to secure one of 
these prospects (high startup costs), and the lack of substitutability among individual stallions 
(inherent to the nature of the industry).  

Second, I would argue that customer perception of stud farms is critical to farm profits. Coolmore 
and Darley largely serve commercial breeders in the top end of the market. Especially in this 
segment of the market, the perceptions of the customer are of utmost importance. The customers’ 
experience on the farm may determine which farm they partner with; whenever they visit, every 
detail matters. In addition, the profitability of their customers depends on producing live foals. If the 
presence of the mine affects their perception that their mares’ pregnancy may be at risk, they have 
an incentive to take their business elsewhere. 

Third, my experience with and analysis of the industry suggests that broodmares will follow the 
stallions. Looking at the geographical distribution of clients of commercial farms and considering 
the initial development of the breeding industry helps support this position.  

These three points play a major role in the final conclusion, that the equine critical industry cluster in 
the Upper Hunter region would in fact be significantly affected by the departure of Coolmore and 
Darley if they chose to leave and take their stallions with them. There is no doubt that a move out of 
the region would be costly in the short run. However, given the clientele that they serve, the ability 
of their farms to operate profitably in the long run may be at risk if the Drayton South mine is 
allowed to proceed.  



It is difficult to forecast empirically what might happen to the equine cluster if Coolmore and Darley 
moved their operations out of the area. However, there is research that suggests that it is plausible 
that it could be significantly negatively impacted. 

Coolmore and Darley together stand nearly 60% of the top stallions in Australia and stand stallions 
that covered over 40% of total mares bred in the Upper Hunter region last year. Under the 
assumption that broodmares follow the stallions, the defection of these two market leaders could 
have a greater than proportional effect on the cluster because they serve the top end of the market. 
This would be measured by loss of on-farm jobs as well as jobs for industry-related service providers 
such as veterinarians, farriers, hay and feed providers, marketing companies, and so on.  

It also seems doubtful that alternative suppliers will be able to fill the void. There may be some 
capacity for other stud farms to absorb a part the loss, but because of significant barriers to entry, it 
will be nearly impossible to mitigate all of the losses that would result. Also, Coolmore and Darley 
would not be exiting the breeding business. They would most likely be moving to another well-
established breeding cluster in Victoria, and they would still be in competition with the remaining 
farms for broodmares and stallion prospects. 

Through my analysis, I arrive at the opposite conclusion: should Coolmore and Darley decide to 
relocate their operations due to the Drayton South mine, the regional economy characterized by the 
Upper Hunter equine cluster could face a significant negative impact. 

	  


