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ABSTRACT

This study examines the pricing of opals using the hedonic method. The study
has been undertaken because there has never previously been a systematic analysis
of price determination for opals. Additionally, the opal industry is a significant part
of the Australian economy. This justifies the development of a pricing formula based
on a consistent opal nomenclature in order to provide a means for improving the
efficiency of the opal industry.

The study briefly outlines the current opal market structure emphasizing the
inefficiencies that are a result of a poor information flow within the industry. The
fact that information is not readily available to all interested parties is reflected
in the lack of literature on the economics of opal production. A comparison of
estimated valuations performed by retailers and wholesalers confirms the existence
of this informational deficiency. The deficiency is further confirmed in tests of non-
expert value and preference rankings when compared to the estimated valuations of
the experts.

The selected logarithmic model for wholesale prices is developed through the use
of a multiple regression analysis of fifty-seven gems which were assessed on fourteen
different characteristics. The model is then illustrated using only four gems and
proves adequate in these cases.

Finally the implications of the study, for the pricing of opals and for further
research, are discussed.
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