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Public Competition Assessment 
22 March 2005 

 
Pacific Brands Limited’s proposed acquisition of Joyce Corporation Limited 
 
 
On 2 March 2005, the Australian Competition and Consumer Commission announced that it 
had formed the view that the proposed acquisition of Joyce Corporation Limited (‘Joyce’) by 
Pacific Brands (‘Pacific Brands’) would have the effect, or be likely to have the effect, of 
substantially lessening competition in markets for the supply of flexible slabstock 
polyurethane foam products in Australia in contravention of section 50 of the Trade Practices 
Act 1974 (‘the Act’).  
 
The parties 
 
Pacific Brands is a publicly listed company that markets a wide range of products including 
underwear, hosiery, clothing, sporting apparel, footwear and home comfort products.  It 
markets a range of polyurethane foams (‘foams’) through Dunlop Foams, a division of 
Pacific Brands Household Products Pty Ltd (a subsidiary of Pacific Brands).  Dunlop Foams 
has production facilities in Melbourne, Sydney, Brisbane and Perth.  
 
Joyce is a publicly listed company that manufactures foam and polystyrene.  Joyce has 
manufacturing plants in Queensland, New South Wales, South Australia and Western 
Australia.  It supplies a variety of foams to the furniture, bedding, automotive and other 
industries. 
 
The transaction 
 
On 2 December 2004, Pacific Brands announced its decision to acquire the foam businesses 
of Joyce.   
 
Market inquiries 
 
In reaching its conclusions, the Commission conducted market inquiries with a large number 
of competitors, customers, industry associations and government agencies.  Market inquiries 
revealed substantial competition concerns in relation to the proposed acquisition.  
 
Market shares 
 
The Commission noted that the merged entity would have substantial market shares post 
acquisition in all states of Australia. 
 
 
Market definition 
 
Market information revealed that flexible polyurethane slabstock foam (‘foam’) is a low 
value high volume product that is sold predominantly to finished furniture and bedding 
product manufacturers.  Customers are generally supplied from a foam manufacturing plant 
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located in the same region in order to minimise the high freight costs associated with 
transporting this bulky product.   
 
Competition analysis 
 
During the course of the Commission’s investigation, the following significant competition 
issues were raised: 
 

(i) The merged entity will have a substantial market share in all states of 
Australia 

 
Dunlop Foams and Joyce are the largest manufacturers of foam in Australia.  Market share 
estimates from industry participants illustrate that the merged entity will have in excess of 
65% (by sales) in Victoria, New South Wales, Queensland, Western Australia, South 
Australia and Tasmania.  The merged entity also will be the only foam supplier in the 
industry with national coverage. 
 
In contrast, the largest competitors to Dunlop Foams and Joyce have significantly smaller 
market shares and tend to only operate in a single region.  Although these competitors have 
been successful in capturing market share in the states in which their manufacturing plants 
are located they have had limited success in expanding their businesses outside of their base 
states.  
 

(ii) The transaction will remove a vigorous and effective competitor in Joyce. 
There will be no other competitor in the industry capable of meeting the 
requirements of consumers, and in turn capable of effectively constraining 
the merged entity. 

 
The Commission considered Dunlop Foams and Joyce to be each other’s most significant 
competitive constraint.  In recent years, the two foam manufacturers have competed 
vigorously and effectively against each other in terms of price as well as non price factors 
such as product development and innovation.  Consequently, the removal of Joyce from the 
industry will remove a significant competitive constraint on Dunlop Foams. 
 
The Commission found that foam users required foam manufacturers to: 
 

• produce high quality products; 

• provide high quality service; 

• offer a wide range of products (i.e. high grade or premium products); and 

• meet volume needs (including to a number of locations).  
 
The Commission considered Dunlop Foams and Joyce the only two foam manufacturers 
capable of meeting all of the above requirements.  Other foam suppliers have tended to offer 
lower grade products at low prices because they do not have the capability to consistently 
meet all of the customer’s requirements.  In contrast, Dunlop Foams and Joyce are able to 
provide customer with consistently high quality products and service, a complete range of 
foam grades and significant volumes to all locations.  
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(iii) Barriers to entry and expansion are high (for the scale needed to be 
competitive with Joyce and Dunlop Foams) 

 
The Commission’s investigations indicated that a new entrant or an existing market player 
would face significant barriers to entry or barriers to expansion in setting up a competitive 
operation with Dunlop Foams and Joyce.  A new entrant would face significant economic 
barriers, technical and service barriers as well as some regulatory barriers.  
 
The Commission found that the cost of setting up a modern plant combined with the cost of 
setting up plants in all states of the country would be a substantial investment.  In addition, a 
new entrant would need to invest significantly in research and development in order to supply 
a comparable quality and range of foam products to Dunlop Foams and Joyce.  
 
The ACCC also considered the regulatory barriers associated with setting up a foam 
manufacturing plant. Although a box foamer (producing less than 2,000 tonnes per annum) 
does not face significant regulatory barriers, a new entrant seeking to establish a continuous 
line facility would be subjected to somewhat costly and time consuming planning and 
licensing processes. 
 

(iv) There are minimal imports of foam in the market 
 
There are minimal imports of foam in Australia due to the low value and high volume nature 
of the product.  The imports of foam entering the country are foam products primarily for use 
in specialised industries such as the automotive industry and nappy industry.  
 

(v) Imports of downstream products have not constrained Joyce and Dunlop 
Foams and are unlikely to constrain the merged entity. 

 
The Commission’s investigation indicated that although there are some imports of finished 
products entering the country, these imports of downstream products have not constrained 
Dunlop Foams and Joyce, and are not likely to constrain the merged entity.  
 
The Commission found that low end furniture products and high end furniture products have 
been imported into Australia because of their low price and their aesthetic appeal 
respectively.  However, a large number of furniture retailers indicated that, due to the small 
component cost of foam relative to their total production costs, an increase in the price of 
foam would be absorbed into the cost of the final product.  Domestic furniture manufacturers 
indicated that they offer individual choice on their products as well as supply them in a short 
period of time in order to meet domestic demand requirements.  
 
Additionally, imports of bedding mattresses are minimal in Australia. The Commission noted 
that bedding mattresses are rarely imported because of the bulky nature of the product and the 
requirement for bedding mattresses on a three day turnaround.  
 

(vi) The merged entity will have the ability and the incentive to use its upstream 
position in foam to advantage its downstream interests. 

 
The Commission considered the vertical integration between Dunlop Foams and its 
downstream interests such as Dunlop Bedding.  At present, Dunlop Foams supplies foam to a 
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number of bedding manufacturers that directly compete with Dunlop Bedding.  However, 
market inquiries also revealed that Dunlop Foams does not supply foam to some bedding 
manufacturers because of their concern over its downstream interests. 
 
The Commission’s investigation indicated that Dunlop Foams currently has the ability to 
advantage Dunlop Bedding in terms of price as well as non-price factors.  However, the 
strong competitive tension between Dunlop Foams and Joyce ensures that the two largest 
foam suppliers supply customers on competitive terms in order to maintain their customer 
base.  
 
In contrast, the Commission noted that post acquisition, Dunlop Foams would have the 
ability and the incentive to advantage Dunlop Bedding.  With no significant competitive 
constraint provided by Joyce, the merged entity would be in a position to advantage Dunlop 
Bedding whilst maintaining its customer base.  
 
Conclusion 
 
The Commission considered that the proposed takeover would breach s.50 of the Act because 
it would have the effect, or be likely to have the effect, of substantially lessening competition 
in a number of state based markets for foam. 
 


