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PREFACE

This Research Report is one of a series of three publications
which address the issue of possible marketing structures for the
horticultural sector.
Discussion Paper No. 97 presents a review of
some of the literature applicable to this issue and Research Report No.
173 presents information on the competitive position of New Zealand
fresh fruit exports.
This Research Report (No. 174) presents information on the
possible structure of export organisations and the potential for New
Zealand organisations to influence the market situation for New Zealand
products. A review of market conditions has been carried out and these
conditions have been related to the New Zealand exporting situation.
This Research Report provides a foundation for more in-depth research
on a product-by-product basis in order to identify the types of export
structure that have the potential to contribute most to New Zealand's
economic development.

R.G. Lattimore
Director
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EXECUTIVE SUMMARY

An important factor in determining the magnitude of potential
economic gains from government intervention in export markets is the
own price elasticity of export demand facing New Zealand in individual
markets.
This own price elasticity of export demand measures the
sensitivity of the demand for New Zealand products to changes in the
price of these products. A number of factors wil influence the degree
to which such demand is sensitive. These include the own price
elasticity of consumer demand for a product from all sources, the share
of the market which New Zealand holds, the price elasticities of supply
of competitors, the degree to which New Zealand products can be
differentiated from those of its competitiors, and market imperfections
including the extent to which governments intervene in export markets.
Consequently market share is only one factor to be considered when
evaluating potential economic gains from government intervention.
However if it can be established that New Zealand's market share is
small, then it can be concluded that potential economic gains from
government intervention in export markets are likely to be minimal.
A step towards undertaking where (and whether) potential gains
from intervention
exist may be made by examining some of
the
characteristics
of export markets.
To
this end, this
report
concentrates on Market share compositions in fresh fruit markets, and
specific market imperfections such as the deviation from a competitive
market structure (measured by the concentration ratios of firms in the
market) and the extent of government intervention (measured by the
level of import barriers).

New Zealand's share of the annual consumption of fresh fruit in
Japan is minimal at 0.08 percent. The off season supply advantage
which New Zealand holds is negated to a large extent by the relatively
high levels of import barriers and the high production levels of fruit
in Japan.
Competition for market share in the Japanese fresh fruit
market comes predominantly from local production. Japan has a self
sufficiency ratio of 86 percent. There is a greater dependence on
imports for the higher value lower volume fruits, such as avocado and
Kiwifruit, where there is limited domestic supply. New Zealand's major
competition for import share does not come from other Southern
Hemisphere suppliers as could be concluded from seasonal advantage, but
the U.S.A., Mexico and Asia tend to compete with New Zealand either
directly or indirectly. The U.S.A. holds the greatest market share in
all fruit import categories except kiwifruit.
Although in aggregate New Zealand supplies less than one
percent of fresh fruit, by fruit categories New Zealand supplies 76
percent of
kiwifruit imported and 7 percent of melon
imports.
Kiwifruit consumption represents less than one percent of all fresh

fruit consumed and imported melons account for one percent
fruit consumption.
New Zealand's share of imports is less
percent in all other fresh fruit categories.

(ix)

of fresh
than one

Two troughs in fruit supply occur in March - April and August September.
During these periods New Zealand's exports of kiwifruit.
grapes and melons are in a relatively strong position with the main
competition coming from the high volume-low value fruits such as
bananas and pineapples.
New Zealand exports face minimal direct
competion in the melon. avocado and berry markets during the Japanese
winter. Indirect competition comes from the local supply of apples and
mikons.
Five importing companies import approximately 80 percent of
fruit imports. with approximately three
hundred other
companies
importing
the balance of fruit.
Current trends
in
backward
intergration are shifting risks and
costs associated with
the
distribution of fruit closer to the exporter and the concurrent
development of multi-commodity trading is camouflaging the pricing
mechanism.
These trends ultimately influence the market valuation of
resources used in fruit production and the information systems within
the market •

SINGAPORE
Singapore is highly dependent on imports to sustain the current
levels of fresh fruit consumption. No import barriers exist to limit
the volumes of fruit imported. Although fruit is sourced from all
continents. the major sources of supply are China and Australia.
New
Zealand is the secondry Southern Hemisphere supplier and contributes
three percent of the fresh fruit consumed annually in Singapore.
A
trough in fruit supply occurs in July and August. placing New Zealand
in a strong position as a Southern Hemisphere supplier of pipfruit and
sub-tropical fruit.
New Zealand holds a 13 percent market share in
pipfruit (12 percent of Singapore's fresh fruit consumption);
a 30
percent share in "other stonefruit" (less
than one percent
of
consumption) and 21 percent of the berryfruit market (also less than
one percent of consumption). In all other fruit categories New Zealand
holds a minimal market share.
Although there are three major
importers of fruit. the
remaining fifty importers trade in significant volumes of fruit making
the import structure relatively competitive. However importers trade
in significantly greater volumes than those which New Zealand exports.
All fruit is imported by multi-commodity merchant traders with
a limited potential for forward intergration by exporters. No fruit is
sold at auction and the distribution system is controlled by importers.
hence bargaining power and information market advantages lie with
importers rather than exporters.

HONG KONG

Production of fruit in Hong Kong is insignificant. Imports are
necessary to sustain domestic consumption. No import barriers exist
for fresh fruit exports to Hong Kong. The USA and China dominate this
fresh fruit market. although Thailand does have siginificant market

share in the stonefruit and avocados markets.
New Zealand supplies 10 percent of apples consumed in Hong Kong
(14 percent of total fresh fruit consumption) and 19 percent of berry
fruit consumption.
In other fruit categories , New Zealand holds a
share of less than one percent of fruit sales.
Market concentration ratios in Hong Kong point to a competitive
market structure with approximately thirty importers of of equal size
and importance.
They trade solely in fruit, and in significantly
greater volumes than the volumes exported by New Zealand. The bulk of
imported fruit is sold at auction and with high storage costs, the Hong
Kong market is more sensitive to product supply than quality.

AUSTRALIA
Imports of fresh fruit account for less than one percent of
fresh fruit
consumption.
Fruit consumption
figures indicate
a
relatively high preference for apples, oranges and bananas, and as
apple imports from New Zealand are
prohibited the size of the
Australian fresh fruit market is reduced by 30 percent.
New Zealand does not have a market share of fresh fruit sales
which is over one percent in any of the fruit categories analysed. New
Zealand does not have an off season supply advantage and equipollent
fruit is produced by both countries. By individual fruit types, New
Zealand faces minimal direct competition in the export of avocados,
kiwifruit and berry fruit during certain months. Strengths in these
markets tends to be the in seasonal differential supply of fruit
vis-a-vis prior to or after the Australian supply season.
New Zealand is highly dependant on the Australian market for
certain fruits,
namely citrus, nectarines
and
especially
"new
fruits"such as avocado and tamerillos.
The major fruit markets of Sydney, Brisbane and Melbourne can
be classified as being sensitive to
product supply and
price.
Concentration ratios are highest in Melbourne with Sydney having a more
competitive
importing structure.
All
importers also trade
in
Australian grown fruit so that equitable alternative supplies to those
supplied by New Zealand are
available to importing
companies.
Importers trade in significantly greater than those volumes of fresh
fruit exported by New Zealand.

U.S.A
Fresh fruit consumption in the USA includes a relatively high
proportion of low value, high volume fruit such as the non-traditional
fruits New Zealand exports. The USA self sufficientcy ratio in this
bracket of fruit apart from stonefruit, is significantly lower than the
more staple dietary fruits.
This tends to be a reflection of the
storage life and seasonality of fruit. Thus, countries exporting these
fruits have a relative advantage over domestic producers in the off
season supply of the market. Competition for import share comes mainly
from Mexico and Central America who hold the greatest share of the
(xi)

subtropical fruit market. Chile has the largest import of stonefruit
(94%) and grape imports. Apart from Chile. New Zealand has a greater
share of the stonefruit and berryfruit imports than other Southern
Hemisphere producers.
However this import share in these fruit
categories is still less than one percent of total fresh fruit
comsumption.
New Zealand supplies one percent of the apples consumed fresh
in the USA.
New Zealand holds the greatest market share of Southern
Hemisphere producers. However the storage life of apples enables the
American producers and Canadian exporters to maintain market dominance
throughout the year.
New Zealand faces minimal direct competition over certain
months in the export of non-traditional fruits such as feijoas.
tamarillos and passion fruit.
However these fruits are in the
introductory and development phases of the product life cycle.and have
a relatively low consumer profile and presumably a high level of
subsitutibility.
(ie., a limited level of consumer preference has been
established at this stage.)
Importers purchase fresh fruit in much greater volumes than the
volumes which New Zealand exports and patterns of increasing firm
concentration in the distrib~tion chain, along side an increase in
multi-commodity trading tends lessen New Zealand exporters bargaining
power. Information markets have subsequently become more important in
trading as the price mechanism can be camouflaged in multi-commodity
trading and with non-price competition.

EUROPE
Europe is New Zealand's largest export market. comprising with
56% of total exports in 1982. Eightly two percent of this volume
consisted of apples and sixteen percent was kiwifruit.
New Zealand
supplied three percent of the fresh apples imported into Europe.
included approximately five percent of apples imported by the United
Kingdom.
New Zealand is the major supplier of kiwifruit, but in other
fresh fruit markets New Zealand supplies less than five percent of
volumes imported. Local supplies from European producers are traded in
direct competition with New Zealand exports. and in the off season
supply of fruit South Africa, Chile and Argentina are significant
competitiors.
THE MIDDLE-EAST
Saudi Arabia and Bahrain are New Zealand's major markets
fresh fruit,
in the Middle East.
Exports to these markets
predominantly fresh apples.

for
are

Production in the Middle East is limited to melons, watermelons
and dates with low levels of production in citrus and tropical fruit.
The major source of fresh fruit imports is the Near Eastern countries.
Apart from apples. of which New Zealand supplies two percent of
imports;
New Zealand supplies less than one percent of fresh fruit
imported by the Middle East.

(xii)

In conclusion, New Zealand holds a less than one percent share
of the annual fresh fruit consumption in the markets examined except in
Singapore.
New Zealand holds a three percent share of the Singaporea~
fresh fruit market.
However, market share varies when analysed by
fruit type and by season. The share of markets in which a seasonal
differentiail applies shows New Zealand holding a greater share in ~he
more perishable fruit markets such as berry fruit,
stonefrui~ and
melons.
In the export of certain 'new' fruits such as passion fruit
and feijoas, New Zealand faces
minimal direct competition.
Any
potential gains from government intervention will be influenced by
amoung other things, the linkage between markets, the elasticity of
demand in a market, the supply response from competitiors, marketing
effort, and the level of foreign government intervention. The market
share held by New Zealand in a fresh fruit market is only one variable
in evaluating potential gains from government intervention.

(xiii)

CHAPTER 1

INTRODUCTION

The horticultural industry has expanded significantly in recent
years to the point that it now constitutes a major export oriented
industry in terms of land area, employment, capital investment, export
earnings and marketing effort. Table 1 provides an indication of the
expansion of the industry over the last decade.
The area under orchards has trebled over the last decade and
now represents nearly seven percent of land used in crop, nursery and
fruit production, (Refer Table 1). This increase was gradual until
1978 after which there were significant annual increments of land being
planted out for fruit production. The greatest growth has been in the
kiwi-fruit industry. In 1973 there was only 738 hectares of land used
in kiwi-fruit production.
A decade later just over 13,000 hectares
were planted out with significant increases occuring from 1979 onwards.
(Approximately an additional 2,000 hectares each year).
The berry fruit industry has also experienced a significant
expansion, from 708 hectares in 1973 to 3400 hectares in 1983. Of this
increase over 1,200 hectares were planted out in 1980. However since
this year the area under berryfruit has remained static around the
3,400 hectares level.
The
citrus, stonefruit, pipfruit
and subtropical
fruit
industries all experienced a gradual increase until 1978. Between 1978
and 1983 the pipfruit industry expanded by 1,200 hectares, the bulk of
which was land planted out in apple trees. Subtropical fruit plantings
excluding kiwi-fruit, increased in area by 1,300 hectares during this
period.
Notably this increase includes planting of 800 hectares in
avocadoes and 300 hectares in fejoas. Expansion of the citrus industry
was mainly in areas planted out in oranges (300 hectares) and Tangelos
(300 hectares).
The land planted out in grapefruit has declined
slightly over the last decade. Nectarine plantings account for nearly
50% of the stonefruit expansion between 1978 and 1983 (400 ha).
Whereas the area under peaches increased by 200 hectares and apricots
and cherries by approximately 100 hectares in each industry over this
period.
Employment on orchards, including full time, part-time and
casual employees, has risen to just over five and a half thousand.
This represents an increase of three thousand more people employed in
the industry compared with 1973, and now represent 13 percent of total
farm workers. (4.8% in 1978).
Correspondingly fruit production has increased dramatically.
Production in 1978 was twenty-five percent up on the production in 1973
and the 1981 volumes show a seventy-two percent increase on the 1973
production in 1973. (15,300 tonnes) Interestingly the proportion of
fruit production which is exported fresh has remained at approximately

===================================-=======================================================================-============
Source:

NZDZ Agricultural Statistics
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a third of the total crop. However this still represents a significant
increase in volumes exported. By 1978 an additional 20,000 tonnes of
fresh fruit were exported over and above volumes exported in 1973; and
by 1983 an additional 49,000 tonnes were being exported. This latter
volume is more than twice the current annual volume exported to the
United States of America.
Fresh fruit export volumes are now equivalent to eight percent
of the annual exports of New Zealand's principal agricultural exports.
In 1973 it was equivalent to five percent of principal exports.

1.1

The Institutional Structure

The
horticultural industry comprises a large number
of
independent producers and fruit exports are managed by a smaller number
of exporters.
For example in the stone fruit industry there are
approximately 1000 commercial growers in both the peaches and nectarine
industries with approximately 40 exporters of fresh stone fruit.
Exports of pipfruit are controlled by the New Zealand Apple and Pear
Board. There are seven exporters of fresh kiwi-fruit under license to
the Kiwi-fruit Market Licensing Authority, and between ten and twenty
exporters of fresh berry fruit. There has been an increased emphasis
placed on the organisation of fresh fruit exporting which paralled with
the industry's expansion and concern over further market development.
Producers, exporters and Government have have established
organisations of varying roles and responsibilities over recent years.
The Horticultural Export Development Committee was established in 1978
to advise
the
Minister of Agriculture
and Fisheries
on
the
Horticultural
Industry.
This Committee
has been a significant
influence on the structural development to date. Policy decisions and
growth direction have been examined and recommendations made by this
committee.
In 1981 it established the Horticultural Export Committee
which represents the exporting sector of the industry. The aim of this
Committee was to provide an arena for discussion and co-operation
within the industry.
It was intended this body would promote orderly
development of exports;
represent the industry in dealings with other
sections of the economy and collect and disseminate information.
The New Zealand Fruitgrowers' Federation (Ltd.) was established
in 1916 with the aim of covering a wide range of activities such as
product and
market research, training
schemes, conferences
and
publications.
It is a producer orientated Federation with a fruit
trading subsidiary.
Product authorities have been established under the 1953
Primary Producers
Marketing Act.
These
include the
Kiwi-fruit
Authority, the Raspberry Marketing Council and the Berryfruit Marketing
Authority.
These authorities have the power to control and co-ordinate
exports through to market development and promotion. Such a body also
exists in the pip fruit industry. The N.Z. Apple and Pear Marketing
Board is a statutory Board and by regulation controls all export of pip
fruit from the purchase of fruit from growers to market management.

4.

Alongside these statutory authorities product co~nittees have
developed such as the Bo YS(~l1berry Promotion Committee, Stonefrui t
Sector Committee and the Tamarillo
Exporters Association.
Such
committees have the intent Lon of co-ordinating fruit exports to
maximise New Zealand's international market share.

1.2

The Horticultural Export

Author~~~

The Horticultural Export Authority (HEA) has been proposed as a
Statutory
body to replace
the Horticultural Export Development
Committee and to provide a vehicle for industry development rather than
development by specific product sectors. The functions and powers of
this Authority are envisaged to be:
(1)

Act as a licensing authority to grant licenses
products and control associated conditions;

(2)

To implement quality control;

(3)

To promote and co-ordinate horticultural exports;

(4)

~o

to

export

and

determine and collect the necessary levies.

The Authority as described in the Bill placed before Parliament
would have seven members all appointed by the Minister representing the
different fractions of the industry, predominatly producer groups. One
member would be a government representative. As such the intended
Authority would be producer dominated with extensive powers to control
the export of fresh fruit. Producers see such control as a means to
maximising returns to production by way of:
(a)

influencing
share;

market

prices

(b)

eliminating competition between exporters;

(c)

economies
of
administration;

(d)

maintaining quality standards;

(e)

ensuring sufficient provision for market development.

scale

as a result of

in

a05regated

transportation,

storage

market

and

and

The potential gains from these stratergies depends on the
characteristics of the fresh fruit export markets, and on the expertise
of a producer dominated Authority to
co-ordinate these marketing
strategies.
The objective of this report is to describe and quantity some
aspects of the structure of overseas export markets for fresh fruit.
The second objective was to asertain whether (or not) it is possible to
justify the case of export controls for fresh fruit on the basis of
potential market gains.
The

discussion

of these issues proceeds as follows.

Chapter
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two describes some aspects of the theory of firm and market behaviour.
It will be shown that one of the factors which influences the potential
payoff to Government intervention in the
export market is New
Zealand's market share. Chapter two also discusses a range of other
factors which ought to affect such decisions. The remaining sections
of the report (chapters 3-10) describe aspects of the structure of a
range of selected overseas markets for
New Zealand fresh fruit
including an analysis of our market share.

CHAPTER 2
THEORETICAL ASPECTS OF GOVERNMENT INTERVENTION IN
EXPORT MARKETS
2.1

Introduction

The subject of this chapter is a very broad and fast evolving
field of study.
No attempt is made to provide a complete summary in
this report.
Instead this Chapter is designed to provide a primer of
selected aspects of the justification for intervention that seem to be
most relevant at this time in the case of New Zealand fruit export
markets.
A case for Government intervention in the export marketing of
fresh fruit consists of three elements. First, given the structure of
private firms involved in the production, exporting and overseas
purchasing of fresh fruit, certain conditions can (and do) arise which
provide a conceptual basis for possible Government intervention. These
theoretical possibilities imply that when the conditions (that will be
described), exist, potential national economic and commercial gains
might be increased by Government co-ordinated collective action which
prevents the open fresh fruit export market from operating in the
manner it is disposed towards.
The second step involves the evaluation of the full cost that
would be involved in introducing and administering alternative forms of
Government intervention (e.g. the administrative costs of a marketing
board and the indirect benefits and costs imposed on the private sector
occasioned by the creation of the new organisation.) The third step
involves measurement.
If the export market is currently operating
without Government intervention, it is possible to test or check for
the theoretical possibilities by analysing the actual performance of
the market to uncover its structure and behavioural characteristics.
While this might seem like duplication, it ought to be clear that the
first step provides a theoretical possibility only.
This might seem to be a cumbersome procedure but the second and
third steps are a crucial ones. Analysts have found a large number of
cases in recent years where potential collective efficiency or equity
gains have been severely reduced or completely negated by the cost of
the Government intervention originally designed to capture additional
profits.
This may be due to either badly designed policy instruments
or to the rent-seeking behaviour of private organisations induced by
Government intervention.
The following sections of this chapter address the first and
second steps in this procedure. That is, we are concerned in this
chapter with the theoretical possibilities. The remaining chapters
address one element, market share, which can indicate intervention
gains.
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y:pical Sequen,ce of Activities in th.e Market Channel for Export Orientated Fresh Fruit
Adapted; From.: Rae, A. N.. and r. J. Bourke (1981)'
"N .Z. Hort icultural
Export Mar:ketingl', Research. Reports No. 28,Market Research Centre,
Massey Un·iversity, ~almerston N.orth.
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2.2

The Structure of Export Channels

Some studies have been recently carried out which describe
various export channels for horticultural products. For example, Rae
and Bourke [1981] have described a typical channel which has been
adapted here as Figure 1. The typical sequence in that Figure is
comprised of 15 phases and 5 markets. The input market exists at phase
1, the farm market at phase 4, the export market at phase 8 (F.O.B.
selling), the wholesale market in the overseas country at phase 14 and
the retail market at phase 15.
Many variants of this sequence are possible (and actually
occur) but this unintegrated chain best
serves the purpose
of
illustrating the basics.
For many fresh fruit products the firms
involved at each phase are all privately owned and controlled.
Government intervention might initially consist of:
(a)

Providing some subsidies or trade protection to
manufacturing and distributing inputs at phase 1.

the

firms

(b)

Providing research, extension services and some
subsidies at phase 2.

other

input

(c)

Providing
phase 6.

(d)

Maintaining statistics and export authorization at phase 10.

(e)

Providing market access services at phase 12.

(f)

Providing trade promotion activities from phase 12 onwards

quality control, technical and research services

at

With this setting, it is possible to examine how the channel
might operate.
How will the chain from New Zealand grower to final
overseas consumer perform. Will this typical system maximize returns
to N.Z.
producers, to the nation as a whole, to the exporting firms,
to the importing firms or to the final overseas consumers.
Can the
Government justify using taxpayer funds to provide the subsidies and
services just listed? Can Government justify extending the range of
its interventions, to include export control?
The next step is to develop a basis within which to evaluate
each market within the hypothetical market channel just outlined as a
means of addressing these questions. The farm and export markets are
chosen as examples because much of the current interest focuses on
these two levels of the chain.

2.3

Competitive Framework - Farm Markets

Each of the markets outlined in the previous section might
consist of a relatively large number of buyers and sellers who each
have good information as to each other's behaviour and who each have
the same level of incentive to trade in the marketplace (absence of
coercion).
If that were the case, the market would tend to perform in

lO.

the manne r predi cted by the pure comp etitio n model
of econo mic theory
in terms of the avera ge finan cial outcom es achiev
ed by all marke t
parti cipan ts. This is illust rated in Figur e 2.
The buyer s prefe rence s
are repre sente d by the deman d curve DD and the
selle rs by the suppl y
sched ule SS.

FIGURE 2

Pure Comp etition Marke t Outco me
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trade d
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With full information there will be a tendency for transactions
prices to be equalised (at the average price) and for excess demand
(quantity requested by buyers less the quantity offered for sale) to be
zero.
Baumol [1982] and others would argue that this outcome is not
even dependent on the presence of a large number of actual buyers and
sellers. One buyer and one seller would suffice, so long as there were
many potential buyers and sellers available at all times. This is the
contestibility theory which predicts that the pure competition outcome
depends on the absence of barriers to entry (and exit) to the market.
If this were the outcome of the farm market in phase 4 of Figure 1
economists would argue that the structure and performance of the market
was ideal in efficiency terms1. Producers are receiving the same
average return, buyers are paying the same average price and national
welfare is maximized.
In
of buyers
else) can
though the
so.

reality, despite a competitive appearance with large numbers
and sellers, fresh fruit markets (or the market for anything
not be expected to operate in this fashion on a daily basis;
longer the time period chosen the greater the tendency to do

A farm market is scattered geographically. For this and other
reasons, information spread amongst buyers and sellers can never be
perfect on a given trading day. Typically we find a distribution of
prices ruling in the market which might look like those in Figure 3.
In this illustration most sales take place at or close to the mean
value but a few sales occur at much higher and lower values. As the
news that these outliers exist there is a tendency for future sales to
be much closer to the mean.
The
better
the information
market
surrounding
these
transactions the lower will be the variance on a given day but we
cannot expect that the information market is so extensive that one
single price would rule in spatially separate markets.
This is
supported by Stigler [1961] and others, empirically.
The analysis so far has raised two questions. Who provides the
information and how is it paid for and second, is it appropriate for
the taxpayer to be funding some of' the research and development in the
industry.
A common response to both questions is collective action by
market participants and Government enforcement may be required to
prevent the 'free rider' problem.

1

Actually,
the conditions for
pure competition are more
extensive than this and are rigorously presented in any
micro-economics textbook.
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FIGURE j
Typical Price Dispersions, Fatin Hatkets
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Typ cally, another assumption of the competitive model is not
met at the arm market level; freedom from coersion (Bteimyet (1982]).
Farm markets usually consist of a large number of (potential) sellers
and few (potential) buyers.
Information gathering and sharing is
cheaper ror buyers than sellers, there is less likelihood of the ifree
rider' problem in information on the buyer's side and batgaining power
is not equal.
Fa:tm prodUction processes are relatively long (months
tather than minutes as found in manufacturing) and the products tend to
have very shott ishelf lives' in the raw state. As a reSUlt, it is not
unCOmmon to find at harvest time that farmers have a greater incentive
to sell than processots have to buy.

If one leaves aside the question of information balance for a
moment; a futures market is often suggested as a theoretical solution
to the coersion problem.
As a practical matter however, fututes
markets have not been particularly successful fot petishable farm
products (like fruit), Tomek and Robinson (1972]. Even fat storable
farm products like grain and wool, it is difficult ~o encourage
balanced speculative activity fat enough into the future, to provide a
balance of bargaining power. Furthermote, it is not yet clear that the
New Zealand financial market could sustain futures markets for each and
every fruit product exported.
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A futures market will only operate efficiently if it can not be
manipulated by large traders on the buying or selling side.
Hence.
they do not solve the trading balance problem referred to earlier. The
Futures Trading Commission in the United
States has (and uses)
considerable statutory powers to maintain this balance in agricultural
markets in that country. The result is generally efficient operation.
For illustration. this good performance in the USA may be contrasted
with the poor record of Winnipeg cereal futures which are chronically
inverted principally as a result of the dominant seller position of the
Canadian Wheat Board.
The Bunker Hunt fiasco in the U.S.
Silver
futures market in 1980 (and soyabeans in 1974) are examples of possible
manipulation of futures markets on the buying side.
Farmer co-operatives and pooling arrangements have become
classic instruments to address the bargaining question.
There are
serious doubts.
however. that such
arrangements always
require
compulsion or other forms of statutory control.
In many cases
voluntary collective action would be
sufficient to provide the
bargaining strength on the supply side necessary to induce a balanced
market.
Compulsory acquisition (or single desk selling at the farm
level) can be justified if the demand elasticities facing producers is
relatively low and supply control (eg. acreages and production quotas)
can be used. They may also be justified as regulatory means to enforce
grading or promotional activities where a free rider problem can be
shown to exist.
Perhaps a more serious form of potential market failure at the
farm gate level is in concensus grading. In a competitive market. no
one individual has an incentive to introduce grades. though a grading
system may be in the national interest. Zwart [1984J.
Collective
action enforced by Government is one possible instrument to correct
such market failure.
As with the information and research system
requirement of such a market. the cost of operating a grading system
should be borne in relation to the benefits received by participants if
efficiency is the sole criterion(2). For New Zealand fresh fruit
products this in turn will depend on the elasticity of export demand
for our product.
In summary. then. farm markets for fresh fruit may exhibit a
range of problems even when they give an appearance of corresponding to
a competitive model. In each case consideration ought to be given to
exploring the size of the problems and evaluating the costs and
benefits of Government intervention.

2.4

Uncompetitive Framework - Farm Markets

The possible presence of coersion described in the previous
section represents a situation where competition has broken down to
some extent.
When the lack of competition is exhibited on the buying
side. the market corresponds to some form of oligopsony.
In this
section we briefly illustrate the extreme form of this behaviour. This
(2)

Equity
considerations are probably
more important
efficiency from a Government viewpoint but are not dealt
here.

than
with
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is termed monopsony, the existence of a single buyer purchasing a farm
product from a number of competitive suppliers. The behaviour one
might expect in this case is illustrated in Figure 4.

FIGURE 4
Honopsonistie Farm Market
Marginal Expenee of input
(MEr)
Supply

Competitive Farm
Price
Monopsonist's
Farm Price

9

._------"'--------~----->

Quantity

If competition ruled on both sides of the market illustrated in
Figure 4, the quantity traded and average price would be determined by
the point of intersection of the supply and demand eurve
the
competitive price.
However, when the buyer is a monopsonist (single
trader) he can increase profits above the competitive solution by
recognising that as his purchases increase, the price he is forced to
pay increses
well.
The monopsonist
thus maximises profit
by
restricting purchases to the point where the demand curve intersects
the marginal expense of the input curve (Q,). At this level of demand,
farmers are individually prepared to accept the monopsonists farm price
which is lower than in the competitive framework.
It is most unlikely that this extreme form of behaviour is
found in practise but the direction of influence is the same as would
be found in intermediate uncompetitive situations.

2.5

Competitive Framework - Export Harket

2.5.1

Economic Factors

The previous discussion consisted of background issues at the
farm gate level.
The primary focus of this report is on the export
market which follows the Farm Market. This market separation is
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important, however, because it is common to discuss the efficacy of
Government intervention in export markets in relation to perceived
problems at the farm market level. Such an approach may well lead to
more 'heat than light' in the ensuing discussion.

FIGURE 5
Representative Competitive Export Market
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A representative export market for fresh fruit is illustrated
in Figure 5.
There are now two demand curves, the domestic (N.Z.)
demand curve (DD) and the export demand curve given by the horizontal
line (World Price).
This is a special case where changes in New
Zealand's export quantities have no significant effect on the price at
which the product is traded internationally.
(For example, this
assumption would imply that the price of Californian or Chilean fresh
strawberries on the Los Angeles market in December would be unaffected
by a change in the volume of New Zealand shipments).
The supply curve in this case refers to export curves and the
relationship represents the behaviour of N.Z. exporting firms.
The
dispersion of prices received by exporting firms can be expected to be
distributed around the average price
level depending upon
the
information available to the individual exporting firm.
Furthermore,
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rational exporting firms have an incentive to collude in providing such
information and Government may have an incentive to enforce collective
information sharing.
Additionally, there may be a collective benefit from a common
N.Z. grading system at least up to the level used in the overseas
market.
A less stringent grading system would lead to N.Z.
export
prices (C.I.F.) being lower than those of other market suppliers,
(Califor~ia and Chile, to extend the earlier example).
Further potential gains from Government intervention arise as
we move away from this purely competitive small country framework.
The
first of these, unequal bargaining power, was dealt with in a previous
section and applies at the export market level as well.
A second avenue arises if the export demand for N.Z.'s product
is not perfectly elastic. If the export demand schedule is negatively
sloped in all or some overseas markets then collective action by N.Z.
exporters through a cartel, marketing board, export quota or an export
tax can potentially lead to N.Z. as a whole maximising the welfare of
our residents.
The first three instruments just mentioned implicitly
or explicitly may involve quantity shifts which conceptually have a tax
equivalent.
In the literature this is called the optimal export tax.
The optimal rate of such a tax (t) is given by the formula:
_\t

=

1, NZ

(1)

where t= rate of the export tax or its equivalent
and ~NZ = price
(New Zealand)

elasticity

of

export demand facing

the

country

It can be seen from equation 1 that if New Zealand is unable to
affect the international price thentNZ will be very large number (or
infinite in the limit) and the optimal tax will approach zero.
This
means no potential gains from intervention in this manner can be
identified.
Likewise the smaller ~NZ)is the greater the potential
gain from intervention.
The sources of gains are considerably more complex when it is
feasible to exploit the elasticity of demand facing New Zealand in two
or more markets
simutaneously.
This is
the theory
of
price
discrimination.
This concept has been explored by Martin and Zwart
(1984) and others.
In concluding this section, it is clear that the potential
gains from price descrimination using export taxes or other equivalent
measures depends on a range of factors, substitutability, demand and
supply elasticities, overseas government intervention and New Zealand's
market share.

2.5.2

Technical Factors

A
case
intervention at

can be
made for
collective
action/Government
the export market level on grounds of market failure
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arising from technical reasons. It is conceptially possible that in an
unregulated market environment, there will be an underinvestment in
promotional and advertising activities, as a result of barriers to
co-operative actions or as a result of the actions of free-riders.
Similar problems can arise with respect to the provision of 1) market
information and 2) grading systems. If any of these problems are
serious enough, collective action is called for. Such actions may
require Government Intervention in the form of statutory controls to
stimulate joint action.
It is, however, most important to identify the real problems
clearly and to match objectives
with specific instruments.
For
example, if an unregulated fresh
fruit market suffers
serious
externalities as a result of an inadequate mlnlmum export grading
standard, then this may imply the imposition of an effective minimum
grade. It does not necessary imply that regulations should be used to
limit export or marketing competition.

2.5.3

The Cost Of Government Intervention

This section of the theoretical discussion addresses the cost
of Government intervention.
This was the second step of a process
outlined in section 2.1.
It is clear from previous sections that there are a number of
possible
market
circumstances where
some form
of
Government
intervention could potentially lead to an improvement in national
welfare.
Furthermore, only a fraction of the possible avenues have
been explored here. The magnitude of potential benefits may be small
or large, that is an empirical question. Normally, indepth analysis
will be required in New Zealand to ascertain the likely benefits to
price and
returns.
Overseas empirical
results will
only
be
transferable to the extent that the response parameters of the New
Zealand production, processing and distribution sectors are similar to
those overseas.
If gross benefits of a certain magnitude have been identified
the final question involve estimating whether some form of Government
Intervention can be achieved at a cost low enough to warrant it.
In the case of export market intervention, the New Zealand
Government in the past has used a variety of instruments to extract
higher returns.
Statutory producer controlled marketing boards with
export monopoly rights were introduced for dairy products, apple and
pears, raspberries, boysenberries, and meat, a statutory cartel was
introduced for kiwifruit.
These arrangements have involved market
quotas of various kinds;
(absolute and export market distribution
shares) and/or administered pricing arrangements. In other countries
explicit export taxes have been used (e.g. in Brazil for coffee) as
well as quantitative export controls which are equivalent to taxes,
e.g. amongst sugar exporters under the International Sugar Agreement.
The end result of using any of these instruments can be the same in
terms of capturing additional benefits from one or more overseas
markets.
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The cost of intervention is usually comprised of a number of
elements.
(Here we will not refer to a specific instrument but rather
provide a check list of cost items.) The direct cost of Government
intervention may involve administrative costs both in the organization
created to carry out the policy and counterpart liaison and monitoring
resources in Government departments themselves. Direct Government or
tax expenditures may also be involved. From a national viewpoint both
sets of resources have an opportunity cost to society as a whole.
Indirect costs come in a variety of forms. First, it is common
that the instrument used will impinge on elements of the market other
than at the export level. The resulting interference may result in
inefficiencies or inequities (marketing, R&D, e.g.) being introduced
at these other levels which are a cost to the programme as a whole.
Second, Government intervention often creates rents (supernormal profit
opportunities) which diverts private resources otherwise engaged in
production activities into unproductive ones. In the case of export
market intervention, the rents will often be associated with the
marketing rights created by intervention. These concepts are surveyed
by Rausser (1982) and Bhagwati [1982]. Lest one is tempted to assume
this problem away in the New Zealand context, an insight by Cameron
(1984), on meat company performance in 1984 under the new meat export
arrangements for lamb and mutton, is instructive.
If Cameron's
hypothesis is correct, the resources devoted by firms to ensure their
involvement in the schemes to be able to capture the marketing rights
created by the intervention, are significant.
Finally in this section is the issue of 'crowding out'.
Past
Government interventions in export markets have been on a scale that
potentially raise the prospect they have caused a general depression in
private marketing
activity.
However, this
source
of
indirect
intervention costs may not be large in the case of fresh fruit market
intervention.

2.6

An Empirical Basis for Market Share Analysis

It was demonstrated in section 2.5.1 that one basis for
Government market intervention, on economic grounds, was the elasticity
of demand facing New Zealand exporters. As with any demand parameter
the price elasticity of export demand facing New Zealand for various
fresh fruits is not directly observed in the marketplace.
Accordingly analysts often rely on other factors to identify
the possibility of gross intervention gains. The factors which affect
New Zealand's export demand elasticity ctNZ) can be illustrated as
follows.
Cronin [1979], for example, has shown that~NZ can be derived
from the following equation (2).
1NZ =

~ tu: . [!l.ft · S~
~

~L

- t

E,ii • e~~

~.~

i
own price elasticities of demand in country i

€~i =

own price elasticities of supply in country j

where

"'l.t.

~(A=

(2)

consumer price transmission elasticities in country i
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producer price transmission elasticity in country j
In other words the N.Z. export demand elasticity depends on
the demand and supply elasticities in all other trading countries, the
degree to which each other country's markets are linked to the world
market and market shares.
As Cronin points out, it is perhaps
unfortunate that analysts often truncate this equation in the following
way. If one assumes that:

(a)

there is no supply response in competing countries

(b)

there is no product differentiation on the world on the world
market so that New Zealand product is a perfect substitute for
other countries' product, and

(c)

there is no intervention
exporting countries.

by

governments

of

importing

or

Then New Zealand's export demand elasticity is simply the world
demand elasticity divided by New Zealand's market share. This is shown
in equation (3).

VZ NZ

then
where
and

~

=

=

(~)=

c..

(3)

price elasticity of demand in the rest of the world
New Zealand's market share

This equation (3) is simpler than (2) and readily used as a
rule of thumb because the world demand elasticity is often known (~)
and New Zealand's market share (~) is directly observable.
If, for
example, we know that the overall market price elasticity of demand for
fresh strawberries in the U.S. is -1, and if New Zealand's market
share (~ is 10 percent and we can reasonably make assumptions (a) to
(c) above,
then it follows that the export demand elasticity for N.Z.
is -0.1 and New Zealanders welfare could be increased by applying an
optimal export tax of 10 percent. It is obvious, however, that in this
case assumptions (a) and (b) are probably quite unrealistic.
More
realistic assumptions in this regard would lower the optimal tax
equivalent significantly.
In the final analysis government needs to consider
these factors in assessing the need for intervention.

each

of

The following sections of this report examine one of these key
factors (market share) in depth, for selected country markets. This is
one empirical step towards an understanding of where intervention
gains, may lie, if they exist at all.
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CHAPTER 3

INDUSTRY ORGANISATION IN FRESH FRUIT

MARKf~TS

The previous chapter established that New Zealand's market
share in fresh fruit export markets is one variable to be considered in
evaluating the potential benefits from Government Intervention.
As noted however a market share analysis in isolation does not provide
definitive conclusions in any evaluation. Market imperfections are
another factor af significance. An attempt is made in this chapter
to isolate and analyse the implications of specific imperfections.
This is done by adopting an industrial organisation framework
suggested by Hann and Grinnel (1983) (Fig. 6), which has been
modified as appropriate for a fresh fruit market. Specific
structural factors are then discussed.

FIGURE 6
Market Structure : An Overview
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Source: Hamm & Grinnel 1983

3.1

The Dependence of New Zealand on the Market

With approximately a third of the annual fruit crop being
exported, the horticultural industry is dependent on the international
fruit market to maintain viability. The level of dependency varies
between defined markets and between fruit types. The more dependent
fruit exports are on a market, the weaker is the negotiating position,
of the exporter.
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3.1.1

The importance of markets as destinations for New
Zealand fresh fruit exports

New Zealand participates in heterogenous markets in terms of
location
and market characteristics.
All markets have
unique
characteristics and therefore export markets cannot be thought of in
aggregate.
For the purposes of evaluation. export markets have been
examined by country. The five examined in this research report are the
United States. Japan. Singapore. Hong Kong. and Australia. Exports to
these destinations accounted for 27% of fresh fruit exports in 1982.
The breakdown is given in Table 2.
In terms of volumes exported. Europe is the major market for
pipfruit and kiwifruit. the United States is an important market for
berryfruit. pipfruit. citrus. stonefruit and tropical fruit. Japan is
an important destination for grapes.
citrus and kiwifruit.
The
Australian market takes the greatest proportion of New Zealand's export
of stonefruit
production.
Within these
broad
categories
the
composition of fruit type can vary considerably. For example Europe
accounts for nearly 100 per cent of Cox's Orange and Sturmer apple
exports and only 43% of red delicious apples. The United States. while
taking only 15% of pipfruit exports. accounted for 32% of Granny Smith
apple exports.
TABLE 2
Importance of Markets as Destinations for New
Zealand Fresh Fruit Exports (1982)
=======================================================================

Proportions of Exports of Each Fruit

Country
or
Region

Proportion of
Total Fresh
Fruit Exports Pip
From N.Z.
Fruit Citrus

Stone
Fruit

Berry
Fruit

Tropical
Fruit Grapes

Percentages
Europe
United States
Japan
Singapore
Hong Kong
Middle East
Australia
Other
TOTAL

3

1

40

32
Nil
3

57
14
5
4

58
15

2
3
2

3
3

13

16

25
32

100

100

100

5

*
*

53
10
27

53
10

13
61
7
2
4
1
7
5

100

100

*1

10
74

*
*
*7

9

3

7

100

100

========================================================================

*

Less than one
Source: NZDS pers.comm.
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Although Europe is New Zealand's major export market for fresh
fruit, examination of the market structures
was limited by the
questionnaire response. No replies were received from trade posts in
Europe or in the Middle East.
Therefore evaluation of
market
structures was restricted to the Pacific Basin countries.
A market
share Analysis of Europe and the Middle East has been included as
Chapter 9.
Chapters 4 to 8 comprise market analyses for each of the
five markets. Each market is examined with reference to the check list
presented in the following sections of this Chapter.

3.2

The Economic Conditions of the Market

An industry's structure is predetermined by technical and
economic conditions. Fruit consumption is a reflection of population
and consumption trends such as westernisation, political stability and
the level of statutory control such as barriers to entry and incentives
to local production.
An overview suggests that power in the exchange process is
basically a function of the degree of competition, the relative
interdependence
of buyers and sellers,
and the potential
for
integration (Ref: Hann and Grinnel 1983).
Competition.
Exporters
have
bargaining power when:

market

influence

or

can

increase

their

(1)

Exporters have a significant market share (the bounds of market
share are set by self sufficiency ratios and barriers to
entry);

(2)

Importers of fruit are in a position where there are high costs
involved in establishng alternative supplies; such as in niche
marketing and high infrastructural costs;

(3)

Fruit exported has few substitutes such as in the introductory
phase of the kiwifruit industry; and

(4)

The fruits
preference.

are

differentiated with an

with

power

(1)

Importers
suppliers;

face

(2)

The fruit is undifferentiated (which means that an alternative
supplier is able to supply the fruit without the cost of
branding and promotion);

(3)

Importers have more complete information on supply and
in the market.

costs

when

Zealand

consumer

Bargaining
diminished when:

few

respect to New

established

changing

to

exporters

is

alternative

demand

3.2.2

Market concentration.

Bargaining power is enhanced when:

(1)

Exporters have a higher concentration ratio than importers and
volumes exported are a significant proportion of the market
share; and

(2)

Integration is a viable move to greater product control.
Bargaining power is diminished when:

(1)

Importers have a higher concentration ratio than exporters or
purchase larger volumes relative to exporters' volumes; and

(2)

Backward integration is a feature of the market with the
associated movement of product control and information along
the distribution channel.
Distribution.
Bargaining power is enhanced when:

(1)

The fruit is an important quality component of the buyer's
industry.
For example fruit as a decorative component in the
hotel and restaurant industry; and

(2)

Exporters have implimented a strategy of target marketing.
Bargaining power is diminished when:

(1)

The fruit is a significant proportion of the importers' trade.
The importer is therefore likely to be a more discerning buyer
than if it was only a small proportion;

(2)

The buyer earns low profits with little added processing such
as trimming and repackaging thus dependency is on throughput
rather than product quality;

(3)

The buyer has more complete information on market supply
demand; and

(4)

The buyers have greater control over consumer preference.

and

CHAPTER 4

JAPAN

4.1

Introduction

Over the past 40 years New Zealand has lessened its dependence
on the United Kingdom as a priority export market. This has come about
primarily as a result of the United Kingdom's inclusion in the EEC and
the escalation of fuel costs. Market research on the Pacific Basin has
thus increased in emphasis.
In 1982 New Zealand exported 6243 tonnes of fresh fruit to
Japan. This represented 5% of our total fresh fruit exports in that
year. It is the major destination for lemons (ninety seven per cent of
lemon exports), melons (ninety six percent), and grapes (seventy four
per cent of grape exports). It is also a significant export market for
kiwifruit taking a quarter of annual exports.
This market is viewed with potential as an expanding market.
It has a high populus and post war commercial success is reflected in
the increasingly affluent living standards. Only seventeen percent of
the land is available for agricultural and horticultural production.
As a consequence of this Japan is second only to Holland in physical
production levels per effective hectare (Kitson, 1980).

4.2

Fruit Consumption in Japan

In line with the increasing standard of living in Japan, there
is a trend in fruit consumption away from cheaper high volume fruits to
more expensive low volume fruits. Consumption of fresh fruit is 65 kg
per capita.
In 1982 approximately 46% of fresh fruit consumed was
citrus, predominantly mandarin.
Of the total consumption, pipfruit
accounted for 17%jstonefruit 3%~ berry fruit 2% and other fruit 32%.
The bulk of the tropical fruit consumed was water melons (11%) and
bananas (9%).
Table 3 gives a more detailed breakdown of fruit
consumption.

4.3

Competition

4.3.1

Domestic production.

Japan is 86% self sufficient in fresh fruit consumption,
reflecting the relatively high production levels in horticulture.
Analysis of import statistics shows that for specific fruits, Japanese
production sustains Japanese consumption. Imports tend to be fruits
which are not grown at all or grown only in small amounts.
Table 3
gives the self sufficiency ratios in each fruit type.
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TABLE 3
Fruit Consumption and Self Sufficiency (1982)
=============================================,========:::'=============':::::::===

Fruit Type

Domestic
Domestic Production
Consumption (D.C.)
as a % of b.C.

TOTAL
Apples
Pears (Asian)
Peaches
Nectarines
Plums
Apricots
Cherries
Oranges
Lemons
Limes
Tangerines
Mandarins
Clematines
Grapefruit
Other citrus
Avocados
Mangos
Pineapples
Bananas
Papayas
Strawberries
Raspberries
Currents
Grapes
Melons
Kiwifruit
Water melon

Imports as a
% of D.C.

8354

86%

14%

923
477

100%
100%

0%
0%

228
56

100%
97%

0%
3%

482

83%

17%

105

0%

100%

2823

100%

0%

154
330
1
1
182
761
3
204
1

0%
100%
0%
0%
33%
0%
0%
100%
0%

100%
100%
100%
67%
100%
100%
0%
100%

340
313
5
965

100%
99%
0%
100%

0%
1%
100%
0%

======================================.======='=====:::==:=========='='=:,=======

Source:

FAa 1983
CS 1984

Japan is predominantly self sufficient in pipfruit, stonefruit
and citrus apart from lemons, limes and grapefruit. There is greater
dependence on imports for the higher value lower volume fruits such as
avocados where there is limited domestic supply. In terms of volume
bananas account for approximately 60% of total imports.
Although Japan is our major export market for grapes and
melons, volumes exported are less than one percent of Japanese fresh
fruit consumption.
Analysis shows that
Japan is virtually self
sufficient in these fruits and New Zealand exports appear to face
direct competition from Japanese production. However the fruit supply

TABLE
Japan:
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Fruit Supply Calendar
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calendar shows New Zealand exports grapes and melons between February
and June;
and January and March, respectively, late winter and autumn
in Japan.
New Zealand faces little direct competition during January
in the melon, avocado and berry markets. Table 4 shows that this month
has a relatively high supply of other fruits such as apples and mikons
produced in Japan, indicating strong indirect competition.
February is also a peak season of fruit supply. Avocados and
berryfruit are our only export fruits which face little direct
competition.
During March through to September fruit supplies are
relatively lower than during the Northern winter.
New Zealand's
exports of kiwifruit, grapes and avocados are in a relatively strong
position with main competition coming from the high volume low value
fruits such as bananas, pineapples and water melons.
This position
will be strengthened with the consumption trends away from the cheaper
high volume fruits.
Local producers have in recent years, established kiwifruit
orchards and in some areas, moved into glasshouse kiwifruit production.
This poses a threat to the market power of New Zealand exporters of sub
tropical fruit. The advantage of being an off season supplier has been
reduced by way of reducing the length of the season of competitive
advantage;
and by way of making the fruit available for a longer
season.
This lessens the variety appeal of the sub tropical fruit to
the consumer.

(a)

Import Barriers

The self sufficiency table indicates that Japanese production
sustains 100% of pipfruit and 99% of stonefruit, consumption. However,
demand may exceed consumption, as supply levels are restricted by entry
barriers.
Quarantine~
Quarantine restrictions prohibit the import of
pipfruit and stonefruit from codling moth infected countries.
Such
barriers not only protect the local industry from codling moth
infestation, but also protect the industry from import competition.
From New Zealand's point of view, the only way of overcoming such
barriers is by eradicating the moth from our orchards; or by proving
technically that our exports are clear from such infestations.
The
latter is under investigation by the D.S.I.R. as related to cherry
exports.
Register statistics show domestic consumption of cherries to
be minimal.
However, there is potentially a significant market for
cherries and other stonefruits once the quarantine barrier has been
overcome.
Although not present in New Zealand's
horticultural
industry, fruit fly and fireblight infested fruits cannot be exported
to Japan.

Tariffs and Quotas~ All fruits exported to Japan are subjected
to a tariff.
The only quota which exists is on oranges. This is a
global quota
of
82000 tonnes
(approximately 20%
of
domestic
consumption). New Zealand does not currently export oranges to Japan.
Imposed tariffs range from 6% to 40% of imported product value.
The higher rates tend to be on imported fruit which Japan has

TABLE ')
Barriers to Entry and Market Share of Imports to Japan (1982)
(for fruits currently exported by New Zealand)
=======================================================================================================================

Market Share
Fruit Category

Tarriffs
and Quotas

Quarantine

%

Pip Fruit

20

Codling
Fireblight

Stone Fruit

10

Codling

Citrus
Lemons
Oranges
Grapefruit

20 - 40

Fruitfly

Tropical Fruit
Bananas
Avacadoes
Melons
Kiwifruit
Grapes

New
Zealand

South
Africa

Zwaziland

%

%

%

€82000t Global)
2
6 -

10

( 17~- 30)

United Sates
of America

Mexico

Israel

%

%

%

100
100
9I

6

I

Fruitfly
7
76

67
67
24
94

I

I

33
26

II

===========================================================================================================1===========
Source:

C. S. (1984)
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substantial local production. Therefore such tariffs can be seen as a
means of protecting the local industry.
The fruits on which lower tariffs apply are where Japan has a
lower self sufficiency ratio such as with sub tropical fruits. This is
to some extent, a protective mechanism for the local industry with
regard to potential product diversification. Thus it can be concluded
that the Japanese horticultural industry has a relatively high level of
protection against fruit imports.
4.3.2

Northern and Southern Hemisphere Competition

In all fruits except kiwifruit, the USA holds the largest
annual market share. New Zealand has a significant market share in the
Japanese kiwifruit market (76%). Although New Zealand supplies 7% of
imported melons, this volume is less than one per cent of domestic
consumption.
All other fruits exported by New Zealand are less than
one per cent of total volumes exported.
Bananas exported from the USA,
Ecuador, Taiwan and the
Philippines account for 60% of fresh fruit imports. Direct competitors
exporting citrus are USA (nearly 100%), Australia and Cuba.
Those
exporting sub tropical fruit are USA, Mexico and the Philippines; and
in berry fruit exports the USA is a direct competitor. Table 5 gives
the market share of annual fruit imports by count'ry of origin where
market share is greater than one percent.
The off season advantage in the export of fresh fruit which New
Zealand holds is shared with other Southern Hemisphere producers, such
as South Africa, South America and Australia. Swaziland is the only
other Southern Hemisphere exporter of fruit of significance (greater
than one per cent of imports). Grapefruit is exported in July posing
indirect competition for New Zealand exports of lemons and kiwifruit.
Recent plantings of sub tropical fruit and stonefruit in South
America, Australia and South Africa present potential competition.
Considering the recent extensive plantings of kiwifruit and cherries
coupled with an increasing interest in Asia as markets to develop,
South Africa in particular may become a direct competitor in the
Japanese market.
Table 6 indicates that Northern Hemisphere countries are our
major competitors.
Seasonal advantages are
either shortened
or
equalled for a number of fruits by USA, Mexico and the Philippines.
Table 4 shows that New Zealand exports lemons, grapes and kiwifruit
during a low supply season and avocados, melons, stonefruit and berries
during peak supply periods.
4.3.3

Spatial differentation.

The distance from the market and associated transport costs
influence New Zealand's competitive pricing position. The USA is our
major competitor in citrus, berryfruit and tropical fruit. Apart from
berryfruit, the USA exports fruit by sea -usually by frequent full

TABLE 6

==========================================================;================================================================

Southern
Hemisphere

Domestic
Productio::l

*
*

Apples
Asian Pears
Bananas
Berries
Citrus
Grap8s
Melons
Melons/Oranges
Persimmons
Pineapples
Stone Fruit

Northern Hemisphere
U.S.A.

*

Grapefruit

I
I
i

!

*
*
*
*

*
*
*
*

Avocadoes
Bananas
Berries
Grapes
Grapefruit
Lemons
Melons
Oranges
Pineapples

Mexico

Taiwan

Avocadoes
Grapefruit

Avacodoes
Bananas
Pineapples

I.lemons

*

Philippines

Canada

Israel

Avocadoes
Bananas
Pineapples

Berries

Grapefruit

Melons

i

I

I
:1

:::::,::::::""",j"~"",""~""""""J"~""""",,"=,,,==l=========="==="",=,,====_._
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..============1,==..===,,==1=====,=,="
I

*

Indicates fruits exported ln direct competition with New Zealand exports.

container loads - or by charter ship in the case of citrus. With the
greater volumes being exported from the USA there is the potential for
a lower per unit transport cost than New Zealand exports of fruit.
Australia, Mexico and the Philippines also export citrus or tropical
fruit by the full container load (sea) and at least weekly, again with
associated economies of size.
To give an indication of relative distances between exporters
and Japan, the countries have been ranked below by distance in nautical
miles.

o.
L

2.

3.

4.
5.
6.

New
market than
New Zealand
Africa.

Philippines
USA
Mexico
Australia
New Zealand
South America
South Africa

Yokohama

1770
4550
5300
5400
6540
9700
10600

nm
nm
nm
nm
nm
nm
nm

Zealand exporters are half again the distance from the
USA exporters and 1.2 times the distance facing Australia.
is closer to Japan than both South America and South

4.3.4

Organisational structures of competitors.

New Zealand's exports to Japan predominantly by commercial
trading organisations such as Turners and Growers Ltd. Although the
USA holds the largest market share in fresh fruit imports, there
appears to be no statutory control over or umbrella marketing of fresh
fruits. Cuba, which holds a less than one per cent share of the citrus
import market, has state controlled marketing, and Taiwan exports
bananas under a semi Government
co-operative system.
Thus, New
Zealand's competition comes mostly from private enterprise with little
support or direction from statutory bodies.
4.4

Market Concentration

There are approximately 300-350 companies which import fresh
fruit. Five of these companies account for approximately 75-80% of
total imports.
Bananas constitute nearly 60% of fresh fruit imports,
all of which are imported by the five large importers. Thus, for other
fruits, the five companies control 50% of the imported fruits power.
The balance of fruit is imported by at least 300 companies.
With reference to the criteria in Chapter 3 for determining
where market power is held; the highly concentrated structure of the
Japanese fruit importing structure diminishes New Zealand export market
power. In terms of total volumes imported, the amount supplied by New
Zealand is relatively insignificant so that even if New Zealand exports
were co-ordinated there may be little increase in negotiating power.
Japan is not dependent on New Zealand for its fruit supply. The five
major importing companies have greater control over the market and are
probably able to influence prices (as in oligopsony).
New Zealand
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exporters are probably price takers.
Fifty
per cent of importers
specialise in
fruit
and
vegetables; the balance being half general food importers and half
general merchandise importers.
The latter
include large trading
companies which are general importers of merchandise. With this group,
fruit imports are not a major component of the importers trade.
Trading in products other than fruit lessens their overall dependence
on fruit imports which in turn increases their relative bargaining
power. The specialised fruit and vegetable importers are dependent on
fruit supplies but supplies are available from our competitors.
An
exception is kiwifruit where New Zealand has been a dominant supplier
in international markets.

4.5

Distribution System

All bananas are imported by agents and sold on a commission
basis predominantly to wholesalers. Five to ten per cent is sold at
auction with the bulk being sold direct to wholesalers. Fifty per cent
of other fruit is imported by agents and fifty per cent by merchants.

All berry fruit is sold direct to retailers with approximately
half being sold to supermarket chains and half to specialty fruit
outlets.
Berry fruits make up a small proportion of total imports
(less than one per cent).
Citrus and tropical fruit are generally sold at the auction
market.
At this point the fruit is bought by primary or secondary
wholesalers and in turn distributed to retailers. A small proportion
is bought directly from importers by wholesalers. The operations in
recent years of supermarkets, chain stores and large scale retail shops
in food retailing has been drawing attention by their increasing
emphasis on direct purchasing (Tamura 1982). Initially this was mainly
in processed food lines. However, the recent stagnant consumption has
driven the large scale outlets into trading in perishable products.
This provides an opportunity for by-passing the centralised auction
system and selling directly to retailers. Product price and quantity
are arranged on a day to day basis or by long term contract as is the
case for berryfruit sales. The risk to importers of fruit with low
profit margins is lessened with direct selling.
Locally grown fruit is generally sold in the auction system by
individual growers, grower co-operatives or commercial traders.
An
increasing amount of fruit is being sold direct to wholesalers by day
to day negotiation.
However,
transportation
difficulties
and
traditional ties favour the auction selling system.
This trend of backward integration in the fresh fruit system is
shifting risks and costs associated with meeting retail demands closer
to the exporter.
Competition is more along non price lines such as
regularity of supply and quality
control.
Such integration by
multi-commodity firms can obscure individual fruit price as pricing
"averages" tend to occur in multi-commodity firms and this can
camouflage the price mechanism of the market. This infers that an
exporter may not be receiving prices which accurately represent market
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demand and changes in demand. Information from other sources, other
than product price, becomes more important to keep in step with changes
in consumer preference.
In the Japanese distribution system, importers have greater
control over consumer preference and have more complete information on
market supply and demand than exporters. As the trend in backward
integration increases, these tools of market influence will increase in
intensity.
These trends will have the effect of diminishing an
exporters negotiating power as competition in the market is reoriented
along non price lines.
4.6

Conclusion

New Zealand may have an off season advantage in the production
of fresh fruit but this is negated to a large extent by the high levels
of tariffs and quarantine restrictions. The level of these import
barriers is negotiable at a political level rather than a statutory
body level.
Japan is not dependent on New Zealand for fresh fruit
supplies and so an Authority would have limited ability to lobby at
this level.
Japan has a significantly high self sufficiency ratio in fruit
production at 86% of domestic consumption supplied by local production.
Of the remaining 14% of domestic consumption New Zealand's major
competition for import share is with the USA, Mexico and Asia which
tend to compete either directly or indirectly. The USA dominates all
fruit import categories except kiwifruit of which New Zealand is the
major supplier.
Australia, South America and South Africa supply
insignificant volumes of fresh fruit to this market. However recent
plantings of sub-tropical fruit and stonefruit in these countries
present potential competition.
The Japanese market structure, by way of concentration ratios
and distribution channels, currently lessens the negotiating power of
New Zealand exporters. Controlled and co-ordinated exporting would not
enhance marketing power significantly as market share in all fruits
except kiwifruit is minimal. Market conditions are beyond the control
of New Zealand.
Target marketing and product differentiation are
potential
strategies for increasing
market influence, that
is
localising the fruit market into smaller homogeneous segments.
To
adopt this strategy, more market intelligence is required and market
characteristics need to be defined before the relative success in these
segments of an Authority can be assessed.

CHAPTER 5

SINGAPORE

5.1

Introduction

The Republic of Singapore is an insular territory with one of
Singapore has a
the highest population densities of the world.
multicultural society reflecting the pre-war policy of unrestricted
immigration. The dominant culture is of Chinese origin.
Singapore occupies a focal position at the turning point on the
shortest sea route from the Indian Ocean to the South China Sea.
The
port is second in importance to Rotterdam in world shipping. Singapore
is a significant
international centre for
finance and
business
services; transport and communications. Foreign investment is a major
part of the economy and Singapore is potentially the money market
centre of the east when Hong Kong reverts to Chinese domain in 1997.
Singapore's leading trade partners in 1982 were Japan, Malaysia
and USA, which together account for 42.9% of total trade. Australia is
the sixth
major trading partner with
the balance of trade in
Singapore's favour.
Singapore
is an international
convention centre and
a
convenient stop over for international travellers.
In line with
economic diversification, the tourist sector has been actively promoted
to earn foreign exchange. The restaurant and hotel industry has thus
become a major service industry and many hotels have undertaken
expansion projects and upgrading of services to meet the demand.
In 1982 Singapore accounted for four per cent of New Zealand's
fresh fruit exports, the bulk of which was pipfruit.
It is a
significant market for cherry exports, taking 28% of our total, and an
expanding berryfruit market (10% of exports in 1982).

5.2

Fruit Consumption in Singapore

Per capita consumption of fresh fruit is relatively high at 73
kg per annum.
However, this figure includes the fruit consumed by the
transient tourist population. Per capita consumption of the permanent
residents is thought to be lower.
Oranges accounted for 23% of consumption;
bananas
15%,
pipfruit 25%, pineapple and water melons 14%.
Sub-tropical fruit
including low volume high value fruits only accounted for 5%. A more
detailed breakdown of consumption is given in Table 7.
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5.3

Competition
5.3.1

Domestic production and import barriers.

It is estimated that only 13% of Singapore's total land area is
used for agricultural purposes. Singapore relies on imports for most
of its basic requirements. This is reflected in fruit production. In
1979 1,000 tonnes of limes and lemons and 2,000 tonnes of bananas were
locally grown.
Singapore is highly dependent on imports to sustain
fresh fruit consumption.
Singapore achieved its initial economic success as a trading
centre.
To maintain such a position government policy has resisted
import tariffs and quotas.
No such barriers to entry exist for
horticultural imports. Singapore is a significant re-exporter of fresh
fruit (20% of total imports) mainly
to Peninsula Malaysia.
No
quarantine restrictions exist as the local horticultural industry is
relatively insignificant in the economy.

5.3.2

Northern and Southern Hemisphere competition.

Fresh fruit is imported from all continents except Africa
reflecting Singapore's strategic geographical position.
The major
sources of supply are Australia, China and the USA. China is the main
supplier of apples, pears and mandarins, and the USA of berry fruit,
grapes, apricots, cherries, oranges and other citrus. The major market
share for melons, water melons and limes is held by Malaysia.
Australia and New Zealand are the only important sources of
fresh fruit from the Southern Hemisphere. Chile exports 7% and 1% of
grape and apple imports respectively. Australia has a significant
share of the stonefruit market, except cherries, and is an important
source of
oranges, lemons and pipfruit.
New Zealand holds
a
significant share of the berryfruit, apple and "other stonefruit"
markets.
Table 7 gives the market share of annual fruit imports by
country of origin where market share is greater than one per cent.
Table 7 indicates that there is a wide distribution over
countries for market share in imported fruits.
To clarify the
competitive position of New Zealand's exports seasonal supply is
presented in Table 8. The period of peak supply is March to June
inclusive.
This is the export season for kiwifruit, passionfruit and
tamarillos.
New Zealand experiences minimal direct competition for
these fruits, but there is strong indirect competition from high volume
low value fruits in pipfruit, citrus, pineapples and bananas. The USA
and Australia export avocados and grapes to the higher value fruit
market during this time.
September to February are months of medium fruit supply,
predominantly pipfruit, citrus and stonefruit from China and Australia.
This is in direct competition with New Zealand's export of pipfruit,
which makes up the bulk of our exports to Singapore.
In the berryfruit and avocado markets, New Zealand has a medium
market share, with direct competition coming from Australia.

TABLE 8
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14

30
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Notably, the months of July/August and December are troughs in
fruit supply.
July/August is the end of the season for bulk fruits
such as melons, bananas and pineapples, and the beginning of the fresh
pipfruit season.
This places New Zealand in a strong position with
pipfruit and sub tropical fruit exports as this is our natural export
season.
The same advantage applies to Australia, and again, Australia
is our major direct competitor.

5.3.3

Spatial differentiation.

Economies of scale in transportation will be evident with the
volumes of fruit exported from the USA, China and Australia.
These
countries export citrus pipfruit and a proportion of stonefruit by sea
in complete container loads at least weekly. The balance of stonefruit
and berryfruit is airfreighted to Singapore in full container loads.
Malaysian supplies of bananas and tropical fruit are transported by
truck, daily, in the peak supply period.
The ranking below indicates the relative distances involved in
transportation from the various origins (major ports of each country
are used).

12.
3.

4.
5.
6.

7.
8.
9.

Malaysia
Taiwan
China
Australia
New Zealand
Israel
France
USA
Chile

Border
2,000 nm
2,300 nm
3,900 nm
4,950 nm
5,000 nm
6,500 nm
8,300 nm
13,400 nm

New Zealand has a competitive advantage in location over
France, the United States and Chile. Chile has nearly three times the
distance to transport fruit and the United States has half the New
Zealand distance again in the transportation of fruit. However,
the
shipping route between the USA and Singapore is busier than between
Singapore and New Zealand. This coupled with the fact that the USA
trades in greater volumes of fruit, infers that American exporters are
likely to appreciate a cheaper per unit transport rate than New Zealand
exporters.
The distance advantage over France is only by a third and over
Israel is only minimal. New Zealand's advantage is in being an off
season supplier and with potential for product differentiation.
Australia, Taiwan and Chile all have location advantages,
notably Taiwan and China are half the distance from Singapore.
These
countries are also on more frequent shipping lanes than New Zealand.
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5.3.4

Organisation structures of competitors.

Australia, our major direct competitor, has a similar export
structure for pipfruit and citrus as our Apple and Pear Board, a
quasi-government body controlling specific fruit exports. China being
a centrally
controlled
economy, exports by way, of
government
co-operatives.
Taiwanese exporting is undertaken by semi-government
co-operatives and Israel exports are co-ordinated by voluntary grower
co-operatives.
Other fruits exported from Australia and all fruits
exported from the U.S.A. are by commercial trading organisations.
Individual
growers
and commercial
organisations
organise
the
transportation and the marketing of fruits imported from Malaysia.
5.4

Market Concentration

There are three major importers of fruit into Singapore with
approximately fifty smaller less influential importers. This market
structure lends itself to the three largest importers having a major
influence over the import of fruit.
The other fifty companies,
although not operating in aggregate, have a significant influence in
the fresh fruit market.
With regard to New Zealand's position; the balance of market
power is held by the importers. Volumes traded are significantly
greater than New Zealand's total fruit supply to Singapore.
All fruit is imported by general food importers, rather than
specialised fruit importers and therefore importers are not solely
dependent on fruit imports for commercial trading. Consequently New
Zealand exporters of fruit are in a relatively weaker bargaining
position.
Ninety five percent of importers buy the produce outright.
The low proportion of agents in the market indicates the market is
characterised by traders who prefer to take control of the fruit.
Exporters control of the product is passed on to traders upon entering
Singapore.
Therefore
there is
little potential
for
forward
intergration.
5.5

Distribution System

Importers sell all fruit direct to retailers and the industrial
food service.
No fruit is sold by auction. Ninety percent of the
fruit is channelled to street hawkers; five percent to supermarkets
and one percent to speciality fruit shops. The balance is consumed in
the hotel and restaurant trade and institutions such as hospitals and
military camps. These latter fruit outlets take an equivalent volume
of fruit to the volume which New Zealand exports to Singapore.
The predominant retail outlet for fruit is the street hawker.
Control over fruit presentation and pricing strategies are relatively
limited through this outlet. Dissemination of information back to the
exporter and the producer is also limited. Hawkers are dependant for
viability on volumes traded rather than quality and presentation. New
Zealand fruits are sold alongside Australian and North American Fruits.
All of these factors lessen the exporters market influence.

4 I.

The other notable outlet is the supermarket trade, which buy
directly from the importing merchant. Trends in backward integration
were not evident in this channel.
The low proportion of fruit
distributed through this channel is a reflection of the composition of
the population (being predominantly Chinese in origin).

5.6

Conclusion

Singapore can be viewed as a market for high priority to
develop for New Zealand fresh fruit exports. If the trend in the
Japanese market occurs in Singapore; that is where an increasingly
affluent population tends to consume greater proportions of high value,
low volume fruit, New Zealand may be well placed to capitalise on this
trend. However the current transport
infrastructure could be a
limiting factor.
These high value fruits, which include stonefruit,
berryfruit and sub-tropical fruit, are
the more perishable and
therefore northern hemisphere competition will be indirect. Australia,
which has a marginal location advantage over New Zealand, is our major
southern hemisphere competitor.
The market share analysis found Singapore to be more closely
parallelled to free competition as opposed to a monopolist structure
where limited suppliers may dominate the market. Although Singapore
has cultural allegiance to China and strategic allegiance to the
U.S.A., the market is not dominated by these suppliers.
There is
potential for greater market
share without inviting retaliating
strategies from competitors. The major competitors have no competitive
advantage over New Zealand by way of exporting structures.
Trends in backward integration and the associated push of risks
and costs closer to the exporter have not occurred to a high degree in
Singapore.
Considering this market structure, the non-restrictive
import policies and increases in transport costs, Singapore should be
given high priority for further development as a fresh fruit market.
With volumes currently exported to Singapore (three percent of total
consumption) New Zealand would not gain significant market influence
through controlled fresh fruit exports. The potential to increase
market influence potential is by product differentiation and target
marketing.
This requires perceptive and accurate market segment
information.
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CHAPTER 6

HONG KONG

6.1

Introduction

Hong Kong has few natural resources. It has one of the highest
population densities in the world and land available for agriculture is
scarce.
The harbour ranks amongst the three major container terminals
in the world and has "free port" status.
Hong Kong has no exchange controls, low tax rates, non
discriminary
economic
policies
and sophisticated
communication
facilities.
Subsequently Hong Kong is a world financial centre and a
base for multinational regional headquarters. Foreign investment is
very significant to the economy, with 47% sourced from the USA. It is
an export oriented economy with 41% by value attributed to textiles in
1982, and is dependent on the USA market (38% of exports in 1982).
Tourism is a major source of foreign exch~nge earnings. Hong Kong is
the western gateway to the Peoples Republic of China and with the
"modernization" of the Chinese economy in recent years, the Hong Kong
economy is becoming more integrated with China. This will be amplified
with time and as the date approaches when Hong Kong reverts to being a
Chinese Territory.
Hong Kong has been under British Sovereignty since 1898. It is
normally allowed to run its internal affairs without reference to
Britain.
It has tended to maintain free trade policies to ensure its
position as a financial centre. Over recent years there has been
considerable anxiety over its future territorial status. This has been
evident in the relative demise of the property market. Now that the
decision has been made and Hong Kong is to revert to being Chinese
Territory, the strength of the economy will depend on how confident
investors and multinationals are in China maintaining Hong Kong as a
separate administrative entity.
This
will ultimately
influence
exporters confidence in Hong Kong as a fresh fruit market.
New Zealand exports only 2% of total fresh fruit exports to
Hong Kong (ninety eight percent of which is pipfruit). The remaining
two percent is mainly strawberries and kiwifruit.

6.2

Fruit Consumption in Hong Kong

Six percent of imported fruit is re-exported, mainly to
Singapore, Indonesia and the
Philippines reflecting Hong Kong's
entrepot status.
Table 9 shows domestic consumption by fruit type.
Pipfruit and citrus account for 71% of consumption, the bulk of which
is oranges
(35%).
Apples and pears
account for 10% and
14%
respectively.
Low value-high volume tropical fruit such as bananas,
mangoes and pineapples account for 12% of consumption. The balance of
17% includes stonefruit, grapes and other fresh fruit indicating that
the Hong Kong market is supplied by a wide range of fruit in small
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TABLE 9
,Hong Kong:

Oranges
Mandq.rines
Tangerines
Lemons
Grapefruit
Other Citr~s
Apples
Grapes
Pears
Stone Fruit
Berries
Avocadoes
Other

}

122

2

14

*

5
1
4
36
16
49

12

II

}

89

Market Share

80

*

*

81
83

10

7

2

I

*
*
*
19

*
II

3

5

I

2

~

*

*

O~"'~lpor,ts

44
6S
I

31
71
61

(19.82)

15
75
100

*
52
36
14
81
29

*

3
25

5
5
41

1
12
7

10

*
*6

16

6

38

22
4
1

347

TOTAL

=======.C."'=============== ===:::",==== =",,,,=,,,=== ===",,,,=== ==;=========:::=:::===::: ==:::=:::=== =:::=::::====.======== =====:::;== ======== ================
Source:

FAQ (1983)
Dumphy 19S1

45.

volumes.
This will be to cater for the significant expatriate
community.
Per capita consumption is estimated at 64 kg which is a
similar level to Japan, but lower than Singapore.

6.3

Competition

6.3.1

Domestic production and barriers to imports.

Hong Kong is highly dependant on imports as the source of fresh
fruit. Land available for agriculture amounts to 7% of the total land.
Double cropping of rice is being replaced by vegetables, flowers and
small areas of fruit production for the dense urban population.
Fresh fruit exports do not face tarrifs, quotas or quarantine
restrictions upon entering Hong Kong reflecting the institutional free
trade policies and the absence of a significant domestic horticultural
industry.

Northern and Southern Hemisphere competition.
Market share of Hong Kong imports presented in Table 9. Fruit
is supplied from all continents. Europe and the Middle East are of
lesser importance supplying only small volumes of apples and oranges.
The United States and China are the major suppliers. The USA supplies
at least 80% of the grapefruit, lemon and orange markets and holds a
large share of the avocado, berryfruit, apple and grape markets. China
has the greater share in the citrus and pear markets.
Asia and in particular Thailand, is an important source of
fruit. Although not dominating any fruit market, it is a significant
supplier of stonefruit and avocados.
Less than 10% of the fruit imported is produced in the Southern
Hemisphere.
Australia is New Zealand's major competitor in the lemon,
pear and stonefruit markets. Of note is the market share which South
Africa holds in pipfruit and grapes. This is not evident in the
Japanese or Singaporean markets. With the worsening recession and
political turmoil in South Africa, most large South African business
groups are tending to have more of their interests abroad, some of
which have
regional
headquarters
in
Hong
Kong.
Commercial
externalities
can enhance market
participation.
If
Singapore
strengthens its relative position in the east as a financial centre,
South Africa potentially is another Southern Hemisphere competitor in
this market here with the advantages it has in Hong Kong.
The supply cycle for Hong Kong peaks in November/December and
troughs in February/March. The peak, which comprises mainly pipfruit
and oranges, is the end of the grape season and the beginning of the
tangerine season.
This poses direct competition with New Zealand's
potential citrus exports and indirect competition for current expprts
of stonefruit, kiwifruit and berryfruit. Australia and South Africa
are direct competitors in stonefruit with Australia holding two per
cent of the market share against New Zealand and South Africa holding
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less than one per cent each. New Zealand has little direct competltion
in the kiwifruit and berryfruit markets.
February until July is a relatively low period of fruit supply,
the bulk of which is bananas and mangos. This is New Zealand's export
season for pipfruit, grapes and avocados. New Zealand is the dominant
supplier of apples during this period with competition from Australia,
USA and South Africa.
Australia holds market dominance in the pear
market and Chile, South Africa and USA share dominance in the off
season grape market.
To recapitulate, New Zealand has a significant market share in
the apple, kiwifruit and berryfruit markets during the respective
export season.

6.3.3

Spatial differentiation.

Hong Kong's strategic position with regard to international
shipping routes, enables competition to come from all quarters of the
globe. Countries exporting fresh fruit to Hong Kong are ranked below
to give an indication of transport distances facing each country.
(nm)
1.
2.
3.
4.
5.
6.
7.
8.
9.

10.
11.

12.

Taiwan
Manila
China
Japan
Singapore
Thailand
Australia
New Zealand
USA
France
South Africa
Chile

500
640
750
1076
1440
2000
4300
5400
6950
8000
8900
12100

The advantage in distance held by Asia and China over New
Zealand is very significant.
All have less than a third of the
distance to transport fruit compared with exports from New Zealand.
China in particular has only a seventh of the distance to the market.
Australia has an advantage of 20% over New Zealand, where as New
Zealand has the advantage over the U.S.A. The U.S.A. being on a more
frequented shipping route and exporting greater volumes of fruit is
likely to appreciate lower per unit freight rates, thus negating any
advantage New Zealand may have in distance.
France
and
South Africa
face comparable distances
in
transporation, which is 50% up on the distance facing New Zealand
exports.
Chile faces at least
twice the distance involved in
transporation compared with New Zealand.
All fruit, except some stonefruit and berryfruit, arrives in
Hong Kong by sea in full container loads at least weekly.
Stonefruit
from Australia can be airfreighted at a cheaper rate than from New
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Zealand with the discounted rates which exist out of Australia.
The
New Zealand-Hong
Kong air route is
not as frequented as
the
Australia-Hong Kong air route and competition between airlines is
limited.

6.3.4

Organisational structures of competitors.

China exports fruit to Hong
Kong by way of government
co-operatives, with aspects of marketing such as negotiating and
shipping streamlined by a centralised fraction of the government.
Exports of pipfruit from Australia are controlled by the
producer orientated Apple and Pear Corporation, a similar body to the
N.Z. Apple and Pear Board. Apart from Taiwanese and South African
exports, all other fruit is exported to Hong Kong by commercial trading
organisations.
The USA exporting organisations are larger than those
currently
exporting from New
Zealand.
Taiwanese exporting
is
undertaken by semi-government co-operatives; and South African produce
is marketed under a co-ordinated umbrella approach.

6.4

Market Concentration

There are more than thirty active substantial importers of
fresh fruit in Hong Kong. Market participation is evenly distributed
between importers.
Market concentration ratios are therefore more
conducive to Hong Kong having a competitive market framework.
New
Zealand exports only account for one percent of total imports which
implies market influence lies with the importers rather than exporters.
The majority of importers are specialised fruit importers with an
associated
high
dependency on
the international fruit
supply
situtation.
Eighty percent import on a commission basis acting as
agents to the exporter maintaining product control by exporters through
into the market place.
There is
greater potential for forward
integration with exclusive agents than in Singapore where all importers
take title to the fruit.

6.5

Distribution System

The bulk of fruit is sold to wholesalers (95%) at auction who
then distribute the fruit to retail outlets. The distribution chain is
influenced by the fruit. The more perishable the fruit, the more
direct the chain.
Facilities in the existing wholesale markets are inadequate for
handling the ever-increasing quantities of fresh produce. Plans are
going ahead to establish new wholesale markets in Kowloon and on Hong
Kong island.
In the interim, the government has bought a number of
temporary wholesale markets into operation.
The high density of the population culminates in a shortage of
storage space, and high traffic congestion. Hong Kong has a low
distribution efficiency at a relatively high cost.
Purchasing by
retailers is usually done daily inferring that export supplies need to
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be regular and in volumes to meet imminent demand, thus minimising the
need for high storage costs. The importance of this non price criteria
in competition adds emphasis to the importance of supply and demand
information and the streamlining of the exporting infrastructure.
An
Authority may be better placed to co-ordinate total New Zealand fruit
exports to Hong Kong than individual exporters. However an authority's
ability to gain commercial intelligence in the market depends on an
inherrent market expertise compared with individual exporters.
Four percent of fruit is sold by importers direct to the
restaurant and hotel trade and supermarkets, thus eliminating merchant
intermediaries from the distribution system. Two types of supermarkets
exist in Hong Kong.
One catering for the western and westernised
communities, and one for the Chinese community. The Chinese tend to
buy fresh
fruit from street hawkers
daily whereas the
former
supermarket type stocks fresh produce. In 1981 three million tourists
visited Hong Kong. This coupled with the affluent expatriate community
in Hong Kong,
inferrs that a substantial market exists for fresh fruit
in the restaurant and hotel trade,
and westernised supermarkets.
Direct distribution to this market segment or even sub-segments would
provide for greater control over New Zealand fruits. Again regularity
of shipments of fruit would increase a target market's dependence on
New Zealand's fruit exports.
An Authority may be well placed to
co-ordinate fruit supplies and the freight infrastructure. The size of
the market segment targeted would determine the appropriateness of an
umbrella co-ordinator.
Small market segments potentially could be
satisfied by one export company. More information is required to
clearly define such segments and to ascertain the characteristics of
the demand for fruit.

6.6

Conclusions

Hong Kong is not a significant export market for fresh fruit.
However, New Zealand appears to have a significant market share in the
apple, kiwifruit and berryfruit markets during the export seasons.
Co-ordinating bodies already exist for these fruits.
New Zealand in aggregate has an insignificant market share of
the citrus and stone fruit market. Co-ordinating exports therefore
would not enhance market influence by way of volumes traded on the
market.
Product differentiation and
targeting specific segments
(operating in more localised segments) could potentially increase
market influence but licensing doesn't necessarily ensure success of
this strategy (Cartwright 1981). The auction system which dominates
the distribution system, is supply sensitive, putting New Zealand at a
disadvantage where considering the distance to the market and the
frequency and the availability of freight space. An Authority may be
better placed to streamline or increase freight space.
In conclusion, exports do not face a
imbalance.
However, the market for low volume,
shrink if the expatriate community diminishes.
the more staple dietary fruits will increase as
become more interdependent.

strong market power
high value fruit may
The Chinese share of
Hong Kong and China
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CHAPTER 7

AUSTRALIA

7.1

Introduction

Australia is viewed as an important market for our expanding
horticultural industry.
With a population of just over fifteen
million. of which 68% live in New South Wales and Victoria, Australia
is the closest affluent populus to New Zealand.
Political developments such as CER. are stimulating trade
between New
Zealand and Australia.
Structural changes in
the
Australian economy since the 1960s have resulted in a strong shift
towards service industries. now 61% of GDP, and mining. The growth of
these two sectors has mainly been at the expense of agriculture and
manufacturing.
Using the indicator "operating profits as a percentage
of funds employed". the least profitable industries in 1978/79 included
motor vehicles.
leather.
rubber, clay
products and fruit
and
vegetables.
New Zealand exported 2% of her fresh fruit exports to Australia
in 1982. a total of 2,281 tonnes. The bulk was kiwifruit (64%) and
nectarines (16%). This represented only 7% of all exports of kiwifruit
whereas Australia is an important nectarine market, taking 79% of all
nectarine exports.
Australia is New Zealand's major citrus market apart from
grapefruit, but especially mandarins. There is an increasing trend in
citrus consumption to predominantly low acid easy peel fruits. Hence,
the preference
for New Zealand
produced mandarins but
Israeli
grapefruit.
In 1982 almost all N.Z. avocado exports (99%) were shipped to
Australia. making New Zealand dependent on Australia for the viability
of the avocado industry. It is also our major market for tamarillos,
taking 55% of all exports. Australia is a relatively small export
market in terms of total fruit volumes exported. but for certain fruit
exports especially "new fruits". it is a very important market.

7.2

Fruit Consumption in Australia

Per capita consumption of fresh fruit is estimated to be 50kg
p.a. This is lower than Japan and Singapore but the composition is
also unique to Australia.
Twenty eight per cent of consumption is
apples. significantly higher than other markets examined.
Oranges,
bananas and pears account for 19%;
18% and 8% of consumption
respectively.
Other fruits each account for less than 6%. The fruit
categories on which New Zealand is highly dependent on the Australian
market (avocadoes. mandarins and tamarillos) are less than 1% of total
fresh fruit consumption. A detailed breakdown of consumption by fruit
type is given in Table 11.

<; 1
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TABLE II
Australian Fruit Profile
Domestic Consumption and Self Sufficiency Ratios

=================================================================================

Domestic
Consumption
(C)

Domestic
Production
as a percentage
of (C)

Imports as a
percentage of
(C)

TOTAL

756

~IOO

*

Apples
Pears
Peaches
Nectarines
Plums
Apricots
Oranges
Lemons and Limes
Tangerines and Mandarines
Clementines
Grapefruit
Other Citrus
Mangoes
Pineapples
Bananas
Papayas
Strawberries
Raspberries
Currants
Grapes
Watermelons

211
64

100
100

0
0

~IOO

*
*0

27
16
22
J40
14

~IOO

100
100
~IOO

100
~IOO

23
12
1

I
25
120
3
2
J

100
~100

0

*0
*0
*

0
100
100
100
100

100
0
0
0
0

~IOO

*
*0

~IOO

I

100

20
46

~IOO

100

*0

=================================================================================

*

Less than one percent
Source: FAO (1983) CS (June 1984)

BAE (1983)
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7.3

Competition

7.3.1

Domestic production and import barriers.

Table 11 also indicates the importance of imports as a
percentage of consumption. Australia is virtually self sufficient in
fresh fruit with less than 1% of consumption being imported.
In
addition, 13% of fruit production is exported. New Zealand exporters
are competing directly with domestic producers in the Australian
market.
The production of apples in 1983 was 280 kilotonnes. New South
Wales, Victoria and Tasmania each produce a quarter of this annual
crop. Sixty five percent of the population resides in these states.
Tasmania which has 3% of the population, is a significant exporter of
apples to international markets and to the mainland.
The Tasmanian
Freight Equalisation Scheme subsidises shipments from Tasmania to the
eastern states of Australia.
Although the production of pears declined by 12% in 1983 to 125
kilotonnes there is an upward swing in production in Western Australia
and Victoria, reflecting growers' expectations about developing more
profitable export markets in SE Asia and the Middle East. This will
influence the supplies of fresh fruit on the domestic market subject to
the export pack out rate.
There is strong interdependence in the citrus industry between
fresh fruit supplies and processing prices.
Brazil dominates the
international orange juice market. Domestic supplies of citrus for
fresh fruit consumption are approximately 36% of annual production.
Consumption of fresh citrus is increasing with a preference for
new varieties. Correspondingly, plantings of oranges in Australia have
increased.
Mandarin plantings are not
significant but the new
varieties of oranges being planted are easy peel varieties which will
be in direct competition with New Zealand's export of mandarins.
There is a great variety of fruit grown, predominantly for the
domestic market owing to the wide climatic range of the continent.
Bananas, citrus and pineapples can be supplied all year. The greatest
volume and choice of fruit available is present in the market between
December and April.
A fruit supply calendar indicating the seasonality of supply is
given in Table 12.
Supply troughs in July/August when the bulk of
fruit available is bananas and citrus. New Zealand exporters do not
have the "off season
supply advantage as in Northern Hemisphere
markets.
Advantage is in late maturing varieties of fruits such as
stonefruit and strawberries, which would supply the tail end of the
domestic season. New Zealand's export season for avocadoes starts in
January, three months before the peak supply period in Australia.
Direct and indirect competition is with domestic supply.
Competition
from exports from other countries is relatively insignificant.

TABLE

Australia:

12

Fruit Supply Calendar

30
Fe2:'S

3

Apricots

2

Pe2.c!;es

4
3
20

-L~-_~-,'O-:1-S--------+-----=2------+-4L.L.f.,.L.f.,,L,...;ht.,L,Lf:.f,/-;-.,..jLLf-:4--f+~!LLfflC_.4W*/+4_!_'_I_I_.I_L,,]L.;.Lj.,Y'_H_T¥_4+1'_H'_h_¥__'HH_H'*'_4Cf-t'-f-H-#-''-h¥.H-.M'-7Lf-H--h-Y-f++f-

5

Other Citrus

16

r.Z:;2nas

3
5',,: r.~~Tberries
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I

i
,

93

I

93

92

"

91

8J

51

44

48

48

51

58

91
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Table 13 lists New Zealand exports of fruits which face minimal
direct competition.
TABLE 13
Fruit Exports Facing Minimal Direct Competition
by Month
=======================================================================

Month x Fruit
Jan
Feb
~r

Apr
~y

Jun

Avocado; Strawberry
Avocado; Strawberry
Avocado; Raspberry
Tamarillo; Raspberry
Feijoa; Tamari110; Kiwifruit
Feijoa; Tamari110; Kiwifruit

Jul
Aug
Sep
Oct
Nov
Dec

Feijoa; Tamarillo;
Feijoa; Tamari110;
Feijoa; Tamarillo;
Feijoa; Kiwifruit
Feijoa; Kiwifruit
Cherries; Avocado;

Kiwifruit
Kiwifruit
Kiwifruit
Kiwifruit

=======================================================================

All these fruits except the berryfruit are less than one per
cent of Australian fresh fruit consumption. These fruits are not
produced in significant volumes in Australia.
No tariffs or quotas face New Zealanders exporting fruit to
Australia.
Quarantine restrictions are significant. No pipfruit is
permitted to cross the Tasman to the Australian market. Pipfruit is a
major proportion of domestic consumption (36%). Australia is more than
self sufficient in pipfruit and isa major exporter to SE Asia.
As of the 1st of July 1984, fresh raspberry exports to
Australia were prohibited.
This eliminates 6% of the New Zealand
export market for raspberries. Blackberrie3 are also prohibited as are
bananas. All stonefruit exports are prohibited into Western Australia.
Essential quarantine restrictions exist across the Tasman with
codlin moth the fruit pest of major concern. Health certificates and
packing by
specification are required
with fruit exports, with
associated costs to the exporter.

7.3.2

Northern and Southern Hemisphere competition.

Competition from countries outside Australasia is relatively
insignificant.
Israeli grapefruit and American navel oranges have
established consumer preference and
have a differential pricing
advantage over local production. To move into such target markets, New
Zealand producers
will
need
to
produce
fruit
of
equitable
characteristics (low acid content and easy peel) and with brand appeal.

56.

7.3.3

Spatial differentiation.

New Zealand has competitive spatial advantage over other
countries exporting fruit to Australia. However this must be seen in
the light of Australia being virtually self sufficient in fresh fruit.
Local producers have the transportation and quarantine advantage over
New Zealand exporters.

7.3.4

Organisation structures of competitors.

The Australian horticultural industry is similar in structure
to that of New Zealand. It has an Apple and Pear Corporation which
co-ordinates pipfruit production and marketing - domestically and in
export markets.
The Fruit Industry
Sugar Concession
Committee
influences citrus production by way of a minimum price scheme offered
for citrus used in processing.
Growers of other fruit and citrus for fresh fruit consumption,
tend to be responsible for the selling of their fruit primarily to
comnlercial traders or direct into the auction system. Negotiation of
sales with merchants is by day to day negotiation.

7.4

Market Concentration

The distribution system facing New Zealand exporters tends to
be complex with little opportunity for direct control over the product
through to the ultimate consumer. Concentration ratios vary between
the major cities.
Melbourne has the highest ratio where only three
companies import three quarters of the fruit. Another five companies
i3port the balance.
In Brisbane half the importers (10 in total)
co-ordinate three quarters of the fruit imports, and in Sydney the
import ratios were not discernible.
All Australian importers also trade in domestically grown
fruit. Thus in terms of market power, the strengths lie with the
importers in Brisbane and more so in Melbourne. Exporters have limited
alternative purchasers, consequently increasing their dependency on the
relatively concentrated importers. Importers on the other hand have
alternative supply sources from local production, reducing their
dependency on New Zealand exporters. Limited local supply does occur
in certain months for avocado, strawberry, kiwifruit and some new
fruits (Table 13).
This places New Zealand exporters in a stronger
bargaining position subject to consumer demand during these months.
In general however, New Zealand exporters are in the weaker
position as a result of the concentration ratios in Brisbane and
Melbourne.
7.5

Distribution System

Approximately 90% of fruit is sold eventually to supermarkets
and fruit retailers. The balance of imported fruit is channelled into
hotel and institutional market segments.
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In Melbourne, the importers take title to 80% of the imported
fruit and the remaining fruit is handled by agents on a commission
basis. The financial outlay involved in taking title to the fruit is
greater than when acting as an agent. When the products are an
important component of the buyer's cost, bargaining power with the
seller is greater (Hamm and Grinnell 1983). The situation is lessened
in Brisbane where only half the importers buy the fruit outright.
In
Sydney it is estimated that only 25% of imported fruit is imported by
merchants.
This market is dominated by agents acting on a commission
basis.
Although precise proportions are not available, it appears that
in Sydney most fruit, imported and locally grown, is sold under auction
at the Flemington Markets.
At this point the fruit is sold to
retailers and restaurants, even to secondary wholesalers if the price
is right.
There are some companies trading in fruit outside the
markets.
The volumes involved are unknown but this would be the arena
for greater product control through product differentiation and target
marketing.
This distribution channel
avoids the illdefined and
supposedly complex Sydney market.
All three markets are classified as trading on a day to day
basis and subsequently are sensitive to supply conditions.
The
Melbourne market is not as sensitive as the Sydney market reflecting
the avenues of distribution. Few resources are deployed in product
differentiation and promotion so that purchasing criteria tends to be
based on product price and availability.
New Zealand exporters face a distribution system which is
sensitive to product supply and price. Importers have more complete
information on market supply and demand, and are in a better position
to manipulate supply to retailers. Exporters are consequently in a
weaker negotiating position, with minimal market influence.
Since non-price competition is not an important component of
the market structure vis a vis product differentiation and selective
marketing;
returns on resources used in fruit production will reflect
the market value.
Profit levels on investment will be more in line
with the free competition returns, rather than returns potentially
available under monopoly structures.

7.6

Conclusion

New Zealand has limited productive advantage over Australian
producers.
Exporters are competing directly with the local fruit
supplies. There is a limited advantage in new fruits where New Zealand
has a recently established exporting structure in tamarillos,
feijoas
and avocadoes.
These fruits are in the introductory or development
phase of the product life cycle. To control these exports under the
auspices of an Authority could potentially enhance returns to investors
in the short term. In the longer term a parallel industry is able to
develop in Australia as New Zealand has no control over market supply
of these fruits.
There is also limited advantage in slight differential seasonal
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supply of fruits. Capitalising on this advantage depends on the market
structure.
In Melbourne and to a lesser degree Brisbane, the market
structures are such that the importer holds the greater market power
(using the criteria in Chapter 3). These markets are sensitive to
product supply and price, and therefore market information on supply
fluctuations and market demand is a critical element in exporting fruit
to Australia.
The Sydney market, being more atomistic in structure, has
potential as a market in which the proposed Authority could be
influential. Considering the volumes traded in Sydney and the share of
this market which New Zealand holds, increased market influence would
not be through co-ordinating the volumes of fruit exported to Sydney
but would be in the arena of product differentiation and target
marketing.
These strategies could realise economies of size through
co-ordinated exports, but success depends on the level of market
expertise and the relative size of the niche markets.
Such clearly
focussed marketing plans require the development of a more complete
information base.

CHAPTER 8

USA

8.1

Introduction

The United States is New Zealand's second most important export
This
market. taking 14% of our total fresh fruit exports in 1982.
represents 19,117 tonnes of fresh fruit, 82% of which was apples;
12
The balance was mainly
per cent kiwifruit and 4% strawberries.
stonefruit.
Although apples, mainly Granny Smith, made up the bulk of
exports to the USA, this represents only 36% of the export crop.
New
Zealand depends heavily on the USA for certain fruit sales. Over 60%
of individual berryfruit exports are destined for the American market,
along with 84% of apricots and approximately half of the exports of
peaches, cherries and passionfruit.
The American market accounts for only 11% of kiwifruit exports.
The United States is an important market for non-traditional fresh
fruit exports.
The population of the USA is approximately 227 million with the
largest metropolitan areas being New York (9 million), Los Angeles (7.5
million) and San Francisco (3.2 million). The area is 3.5 million
square miles, 40% of which is used in primary production.
The wide
latitudinal range as well as the size produces a climate with widely
varying effects in different parts of the country.
The major trading partners are Japan, Canada, Mexico, the U.K.
and Australia.
With all, except Australia, the balance of trade is
against the U.S.A.
New Zealand's balance of trade is in America's
favour by six hundred million dollars.

8.2

Fruit Consumption in U.S.A.

Total domestic consumption was 11,038,000 tonnes giving a per
capita consumption of 48 kg. This is comparable to the Australian
figure.
Bananas, oranges and apples account for 22%, 14% and 14% of
consumption respectively. These fruits plus watermelons represent over
60% of consumption characterising this market
with a significant
proportion of demand being low volume, high value fruits.
(The product
type on which New Zealand is highly dependent on the U.S.A). A more
detailed background to consumption is given in Table 14.
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TABLE 14
U.S.A. Fruit Profile
Domestic Consumption and Self Sufficiency Ratios (1981)
=======================================================================

TOTAL
Apples
Pears
Peaches
Nectarines
Plums
Apricots
Cherries
Oranges
Lemons
Limes
Tangerines
Mandarins
'Clemantines
Grapefruit
Avocados
Mangos
Pineapples
Bananas
Plan tans
Papayas
Kiwifruit
Strawberries
Blueberries
Other berries
Grapes
Melons
Watermelons

Domestic
Consumption (C)

Domestic Production
as a % of (C)

('000 tonnes)
11,038
1,524
267
562
189
181
11
79
1,531

73%
95%
96%
100%
100%
99%
100%
100%
98%

392

100%

162

100%

686
192
19
125
246
76
23
2
305
16
4
171
781
1,279

100%
100%
0%
50%

*0%
100%
0%
99%
87%
50%
63%
97%
90%

=============================================~==:=====

Source

FAO (1983)
USDA (1982)
CS
(1984)

Imports as a
% of (C)

27%
5%
4%

*
*1%
2%

*
*
100%
50%
100%
100%
100%
1%

13%
50%
37%
3%
10%
=================
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8.3.

Competition

8.3.1

Domestic production.

The self sufficiency ratio of the U.S.A.
in fresh fruit
consumption is 73 per cent. This represents only 34 percent of
domestic production.
The U.S.A.
exports six per cent of fruit
produced with the balance being channelled into the processing sector.
By individual
indicated in Table 14.

fruits

the self sufficiency

ratio

varies

as

The U.S.A. imports virtually all bananas, mainly from Ecuador
and Honduras.
Ninety eight percent of oranges and 95% of apples are
grown locally. The U.S.A. is virtually self sufficient in stonefruit,
avocadoes and other citrus. Apart from berryfruit and melons, other
fruit consumption is sustained by a higher level of imports.
The
U.S.A.
has a
diverse climate.
Consequently fruit
producing seasons vary between states. Interstate movement of produce
extends the domestic supply season so that in aggregate the supply of
some fruits may be over all the year. For example the supply season
for strawberries in California is May through to December. In Florida
it is January to March. These two States which produce 86% of domestic
production, can supply strawberries all year round.
Although diverse in climate, fruit production has tended to
become concentrated, with California and Florida combined accounting
for 71% of all fruit produced in the USA. Shipment of fruit from these
regions up the West and East Coasts has become an integral part of
production costs.
In spite of the year round availability of some fruits,
supply periods do occur. These are shown in Table 15.

peak

June to August sees a peak in supply as domestically grown
stonefruit, berryfruit, melons and watermelons are marketed. September
to November is a trough period with the bulk of fruit available being
pipfruit, oranges and bananas. There is not the variety of fruit
available to the consumer; in particular low volume fruits, during
this period.
Another trough occurs in March/April. Again citrus, and
bananas are prominent in the produce stores alongside the end of season
pipfruit and limited supplies of non-traditional fruits.
New Zealand has a seasonal advantage over local production in
the fruits with a limited storage life such as stonefruit, berryfruit
and kiwifruit.
Competition is mainly from other Southern Hemisphere
exporters such as Chile and Mexico, or from early or late season
supplies within the U.S.A. New Zealand pipfruit exported over the
March to June period faces competition from end of season fruit from
Washington State and Canada.

TABLE
United States of America:
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TABLE

16

Fruit Exports Facing Minimal Direct Competition by Month
===========~=============================~===============================================================================

JMJUARY

FEBRUARY

MARCH

APRIL

MAY

JUNE

Raspberries
Currants

Raspberries
Currants
Passionfruit

Raspberries
Currants
Passionfruit
Stone Fruit

Raspberries
Currants
Passionfruit
Tama~illos

Passionfruit
Tamarillos
Feijoas
Khvifruit

Passionfruit
Tamarillos
Feijoas
Kiwifruit

JULY

AUGUST

SEPTEMBER

OCTOBER

NOVEMBER

DECEMBER

F('ijoas
Tamarillos
Ki\Ilifruit

Feijoas
Tamarillos
Khvifruit

Feijoas
TamarHIos
Kiwifruit

Feijoas

St:::-awberries
Feijoas

Strawberries
Raspberries
Currants

=========~=============================~===========~================================~==================================~=
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Table 16 lists New Zealand exports of fruits which face minimal
direct competition.
All these fruits except stonefruit and berryfruit, are less
than one percent of American fresh fruit consumption.
Strawberry
exports from New Zealand are in the market prior to the American peak
supply period.
However, Mexico exports
strawberries in
direct
competition with New Zealand exports.
New Zealand holds a high market share in kiwifruit sales from
May until September. Competition from local supplies diminishes this
strong position from October on. Stonefruit sales in March also face
minimal direct competition. Local supplies peak in June till August,
at least two months later. March is the end of the Southern Hemisphere
supply season, providing a seasonal advantage to the latter maturing
fruits from Central Otago.
The
other
fruits
listed
(except
raspberries),
are
non-traditional fruit exports where market development is in the
introductory phase.
There is no means of maintaining major supplier
status if the fruits gain a higher consumer profile except by marketing
strategies such as product differentiation.
No tariffs or quotas face New Zealanders exporting fruit to
USA. Quarantine restrictions prohibit citrus exports to the USA
all fruits leaving New Zealand bound for USA must be free from
residues.
Thus, import barriers are not instituted to protect
local industry from competition but are necessary controls to limit
transhipment of pests and diseases and to ensure fruits are free
carcinogenic chemicals.

the
and
EDB
the
the
of

Collective supply arrangements in the export of fresh fruit to
the USA could be subject to investigation
by the United States
International Trade Commission (USITC) or The Federal Trade Commission
(FTC). The USITC is responsible for acting when products are being
imported in such quantities as to be a serious threat to domestic
industries
producing similar or
competitive products.
It also
investigates whether unfair methods of competition or unfair acts are
occuring in the importation of foreign products. The self sufficiency
ratios by fruit types in table 14 indicates that local supplies
dominate the fresh fruit market in most fruits, with the exceptions in
the tropical fruits and the berry fruits. These fruits are the more
persihable and therefore New Zealand's position as an off season
supplies would compliment local supplies rather than compete directly.
Under the category of unfair methods of competition, the USITC
is responsible for investigating the ability of domestic producers to
compete with importing companies;
the possibility of collusion on
things such as prices charged or markets served; and the extent of
collective action whether it extends to market management or is limited
to basic research. The commission subsequently recommends appropriate
import relief for domestic industries.
The Federal Trade Commission is instrumental in monitoring
anti-trust activities within the United States. Anti-trust Laws only
apply to companies registered in the USA. This included multinationals
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with USA registration and would apply to any forward intergration which
collective supply arrangments in fresh fruit exports may involve. The
FTC is responsible
for
preventing
price
discrimination;
exclusive-dealing
and
tying
arrangements;
corporate
mergers,
aquisitions or joint ventures, when such practices may substanitally
lessen competition or tend to monopoly.

8.3.2.

Northern and Southern Hemisphere competition.

America imports 27% of
domestic fruit consumption.
The
Southern Hemisphere supplies over 80% of grape and pear imports and 98%
of the stonefruit imports.
For all other fruit imports the bulk is
supplied from other Northern Hemisphere countries, in particular Canada
and Central America. Market share of the countries exporting fruit to
the USA are given in Table 17.
New Zealand holds a significant share of the apple and
berryfruit import markets (excluding blueberries). In the latter" there
is strong competition from Central America but in particular Canada,
which supplies 70% of imports. Apple exports are competing directly
with other Southern Hemisphere suppliers, such as Chile and South
Africa.
Australia holds an insignificant share of this market. Forty
nine per cent of apple imports are supplied by Canada but in a
different season to New Zealand exports.
Stonefruit exports face strong direct competition from Chilean
exports.
Chile is also the major Southern Hemisphere supplier of
grapes and melons. Australia has the largest share of the pear import
market.
The climatic variation in North and Central America enables the
supply of specific fruits virtually throughout the year.
Volumes
available to meet demand do fluctuate with the seasonal peaks, creating
troughs in supply.
The seasonal advantage with Southern Hemisphere
producers lies in the more perishable fruits such as stonefruit and sub
tropical fruit.

Spatial differentiation
Transportation time and cost is
an inherent problem in
marketing perishable fruit.
Chile has location advantage over New
Zealand and Australia, especially to the East Coast via the Panama
Canal. Chileans have similar air costs as New Zealand exporters, but
their shipping is quicker and involves more bulk so they have an
advantage through charter arrangements. Apart from Chile, New Zealand
is the only
other significant Southern
Hemisphere
supplier
of
perishable fruits, i.e. berryfruit and stonefruit. South Africa and
Australia are suppliers of pipfruit which has a longer storage life.
Countries competing in the fresh fruit market are ranked below, giving
an indication of the location of each country from the market.
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TABLE 17
Market Share of United States of America Fruit Imports
==============~==~==-====~===-========-========-=======-==~=====-=========-========
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Source

USDA (1982)

67.

1.

2.

3.
4.
5.
6.

7.

Canada
Mexico
Central America
Chile
New Zealand
Australia
South Africa

Border
Border
1300 nm
5000 nm
5400 om
6500 nm
8000 nm

Berryfruit is the only fruit shipped in significant quantities
by air to the U.S.A. Canadian and Mexican suppliers are sent via truck
as are citrus imports. All other fruits are shipped by sea.

8.3.4

Organisation structures of competitors

There are approximately 140 Chilean exporters with only 11
companies dealing with two thirds of the total fruit volume from Chile.
Recently exporters allied themselves to form the Chilean Winter Fruit
Association (CWFA) to promote and market their produce. The exporters
are levied on a voluntary basis.
These funds plus the Chilean
Government subsidy finance vigorous promotions in the U.S.A.
which
over the last four years has aided in a trebling of Chilean fruit
sales. The Government provides a co-ordinating aid, leaving exporters
to compete freely as individuals.
Australian exports are controlled by the Apple and Pear
Corporation. a quasi-government group with a similar function as the
New Zealand Apple and Pear Board. South African pipfruit is marketed
under an umbrella system promoting South African fruit as reliable in
quality and frequency of delivery.

8.4

Market Concentration

The fresh fruit distribution system is exceedingly complex.
Large numbers of participating firms. considerable variety of internal
firm organisation. geographic dispersion and other complexities. make a
complete system description impossible.
Patterns of increasing concentration appear to dominate the
produce system.
including marketing
co-operatives. food
service
establishments and especially supermarkets. Numbers of firms have
decreased while firm size has increased. Proportionally there are
fewer produce buyers than sellers. giving the buyers greater bargaining
power. Wholesalers and retailers are increasingly moving costs and
risks to
growers. shippers and
also brokers and transportation
agencies.
Growers and shippers are increasingly expected to provide
many of the packaging. handling. information and transport services
that were formerly performed at wholesale or retail levels.
Retail
demands for more precise transportation arrivals, for example, place
the increased co-ordination costs on shippers but at the same time
appear to result in faster wholesale-retail turnover, reduced product
losses, and deliveries of higher quality produce to consumers.
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Assoc iated with the incre asing size of buyin g
firms , is an
incre asing requir emen t for a wider selec tion of
fruit s over exten ded
perio ds of time to meet the deman ds of the consu mer.
This
has
resul ted
in
the growt h
of
multi- comm odity
interm ediar ies
which in turn has
broug ht a certa in degre e of
count ervai ling power to the indus try. Comp etition
is being reorie nted
more along non-p rice lines such as servi ce and
adver tising level s,
rathe r than the marke t price mecha nism.
This incre ase in buyer s
barga ining power and subse quent
develo pment
of count ervai ling power
by
interm ediary
suppl iers
dimin ishes New Zeala nd expor ters barga ining power
. Expor ters are also
facin g comp etitio n
on non-p rice crite ria
such as packa ging and
frequ ency of shipm ents.
8.5

Distr ibutio n System

Consi dering the USA marke t in aggre gate, appro ximat
ely 76% of
consu mers buy fresh produ ce from super marke ts and
other retai l outle ts,
22% from food servic e estab lishm ents and about 2%
from farme rs' marke ts
and roads ide stand s.
Figur e
fruit .

7

shows

the gener al paths of

distri butio n

of

fresh

The bulk of fresh fruit is being chann elled
from shipp ing
point s (mark eting store house s) to super marke ts
and retai l outle ts via
whole salers .
The curre nt trend in the State s is backw ard integ
ration
givin g great er contr ol, over how and when the
fruit arriv es on the
retai l shelv es, to the retai ler.
This marke t force coupl ed with
non-p rice comp etitio n, means that interm ediar ies
and trans porte rs have
to provi de a consi stent produ ct packa ge to suit the
retai lers' deman ds.
This in turn will be deman ded of the New Zeala nd
expor ter.
This is
espec ially the case with the more perish able fruit
s such as stone fruit.
The time and cost in repac king or trimm ing of fruit
at the shipp ing
point reduc es the profi t margi n of the merch ant shipp
er. The poten tial
offer ed to expor ters by fruit packa ging inclu des
bette r produ ct and
profi t contr ol;
a
reduc tion in
trimm ing loss, and
incre ased
effici ency.
A movem ent away from bulk sales towar d packa ge marke
ting
is a strate gy to rever se the curre nt trend in dimin
ishing barga ining
power .
Thus, the develo pment of an inform ation base
cover ing the
distri butio n system throug h to the consu mer is neces
sary to adopt this
strate gy.
Buyer s are prese ntly more
inform ed on
the
marke t
chara cteris tics than expor ters, puttin g expor ters
at a disad vanta ge in
negot iation ;
and possi bly more vulne rable to strate gic manoe uvres
by
buyer s.
The secon dary chain (Refe r Fig 7) chann elling fresh
fruit into
the food servi ces segme nt has not exper ience d
the same level of
backw ard integ ration as in the retai l outle t segme
nt. There fore the
assoc iated imbal ance of barga ining power along
the distri butio n chain
is not as evide nt.
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FIGURE 7
US Fresh Fruit Distribution System
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Terminal market operators are more suited to seasonal products
and smaller fruit volumes as they are not as dependent on the type of
consumer outlet as the integrated wholesale-retailers. The options are
still open to New Zealand exporters whether to supply the service
segment or the retail segment and therefore maintain a certain degree
of bargaining power.

8.6

Conclusion

In conclusion, New Zealand has a minimal market share of the
USA fresh fruit market.
Kiwifruit is the exception, but with no
control over limiting alternative suppliers, this share is lessening.
The potential to control the supply of fruit exists in the new fruits
of feijoas,
tamarillos and passionfruit.
To control these fruit
exports by way of an authority could maintain m~rket share by way of
oligopolis tic supply, in the short term. However New Zealand has no
unique resource in the production of these fruits, subsequently such
control will lead to a misallocation of resources in the short term if
market dominance is not maintained.
Pipfruit exports, the bulk of our exports to the U.S.A.
are
only one per cent of the apple market. This penetration is higher than
Australia's performance which exports under the auspices of the Apple
and Pear Corporation. New Zealand's relative success here is due to a
illore successful product differentiation strategy which reflects the
higher consumer preference for New Zealand grown apples. To conclude
from this that controlled marketing of fruit achieves greater market
share may not be valid. There appears to be a correlation between the
two but performance may be related to differences in grading and apple
varieties rather than the type of control over apple exports.
(Two
levels are noted above). It however, does not give any indication how
uncontrolled exporters may perform. Alternative strategies such as
target marketing may equal or even better the current situation.
In
terms of efficiency of resource allocation, the administrative costs of
control may
outweight
possible
gains
from
control
(as
yet
unquantified).
The USA fresh fruit market is complex and diverse. It is in
transition. Changes in structure are occurring with intermediaries and
at the retail level.
Thus, the development
of a more complete
information base describing the produce system, including consumer
preferences, food service and direct marketing outlets, will be of
great value to New Zealand.

CHAPTER 9
EUROPE AND THE MIDDLE EAST
9.1

New Zealand Fresh Fruit Exports TOI Europe

New Zealand exported 74 332 tonnes of fresh fruit to European
countries in 1982. This volume represented 56 percent of total New
Zealand fresh fruit exportsd in that year.
This volume consisted of 60 629 tonnes of apples (82%) and 11
647 tonnes of Kiwifruit (16%). The remaining two percent was mostly
pear and berryfruit exports (1.9%).
Table 18 presents fresh fruit exports to Europe by country.
The United Kingdom and West Germany are the major markets for New
Zealand fresh fruit in Europe. The United Kingdom imported 26% of the
fresh fruit of which 96 percent was apples, and 2% was kiwifruit. West
predominantly
Germany imported over 5000 tonnes of fresh fruit,
kiwifruit (99%). West Germany is an important kiwifruit market with a
quarter of the annual export crop destined for this market. Just over
two thousand tonnes of Kiwifruit are exported to non EEC countries
compared with approximately nine thousand tonnes exported to the EEC.
Europe is a major market for New Zealand Pears. Approximately
1800 tonnes of fresh pears (or 77% of total exports) are channelled to
European countries where as with all other fruits excluding apples and
kiwifruit, less than a quarter of the annual export is marketed in
Europe.
9.2

European Production of Fruit

Significant volumes of fruit are
produced in Europe as
indicated in Table 19. France, Italy, West Germany and Spain are the
major producers of pipfruit.
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TABLE 18
New Zealand Fresh Fruit Exports
to Europe. (1982)
(tonnes)
============================================================================================================
============~

Fruit

Belgium Luxemborg

France

Germany
F.R.

United
Kingdom

Netherlands

Italy

Sweden

Switzerland

Other

TotAL

------------------------------------------------------------------------------------------------------------------------Apples
Pears
Apricots
Peaches
Cherries
Nectarines
Manderins
Grapes
Strawberries
Other berries
Kiwifruit
Tamaril10s
Passionfruit
Feijoas
TOTAL

549
N/A

1.4
9.2

N/A

1.9

1146
0.3

978

1706.4

980

N/A
0.2
0.1
1.7
10.5
0.1
22.6
3.8
5227
1.9

5267.3

18399
229.3

414.10
1609.7

2.71
N/A
1.5
2.2
0.1
0.4
9.0

80.4
0.6
435
7.8
6.8
0.4

36.6
0.5
1202
7.0

19159.3

1517.1

271

359

271

368

8.2
0.4
526
0.4
0.4
0.1
539.7

1503

44522.7

60629
1839
1.7
2.3
1.8
0.4
19.5
1.5
159.4
5.3
11647
17.4
7.2
0.5
743.32

=========================================================================================================================

a
b

country of destination unknown
includes 1000 tonnes exported to Austria

Source : NZOS pers comms

TABLE 19
Major producers of Selected Fruits in Europe
(OOOt)
==================================================================================================================

Belgium

France

Israel

Italy

F.R.
Germany

Greece

Spain

Europe
TOTAL

-----------------------------------------------------------------------------------------------------------------Apples
Pears
Peaches
Nectarines
Plums
Apricots
Oranges
Lemons
Limes
Manderines
Grapefruit
Berryfruit

270
94
2

*196

*3016
* 435
* 438

927
20
41

*2200
*1070
*1400

*2775
* 568
37

174
73
1
1

22

160
135
*1500
* 683

* 673
3

34
4
* 100

13

*1050
60
91

* 500

320
4
* 173

257
99
*453

* 913
* 469
462

16 995
3 897
3 185

11

98
180
*1693
428

3 517
676
3 965
1 300

* 837
9
80

1 255
22
1 495

85
*653
168
44
4

* 202

13

==================================================================================================================

*

Denotes a major producer of selected fruit
Source: FAO 1983
CS 1984
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Citrus production is localized around the Mediteranean Sea with
Israel, Italy, Greece and Spain dominating citrus production in Europe.
Berry fruit production tends to be in the cooler climatic region of
Belgium, France, Germany and Northern Italy.

9.3

European Fresh Fruit Imports and Market Shares

Import statistics given in Table 20 reflect production deficits
in each country, with the exception of West Germany.
In 1982 West Germany produced 2,775,000 tonnes of apples;
imported 538,000 tonnes and exported approximately 31,000 tonnes.
Fratrce also imports where production appear high in peaches at 438,000
tonnes. Imports of peaches in 1982 were 55,000 tonnes.
New Zealand exported 60,629 tonnes of apples to Europe in 1982.
Of the selected importing countries in Table 20, this volume represents
three percent of imported apples. However, of the volumes of apples
imported by the U.K., New Zealand has an import share slightly up on
this figure at 4.6 percent.
New Zealand has no market share in the French, West German
Italian apple markets.

or

New Zealand exported 6.2 tonnes of stonefruit to Europe in
1982. This is an insignificant volume when compared with imports of
peaches for example.
These totalled 488,000 tonnes in 1982 Citrus
exports by New Zealand to Europe are also minute compared with the
aggregate imports.
(4,690,000 tonnes in 1982).
Spain holds the
greatest share of citrus imports in Europe. Spain holds a fifty
percent share of the imported citrus market in Belgium, France and
Germany, and approximately a third of the import market in the U.K.
and the Netherlands.
A quarter of th~ pipfruit imported by European
produced in the Southern Hemishpere, predominantly South
New Zealand supplies 14% of the antipodean apples and 3%
Argentina and Chile are also the major competitors in
pipfruit market.

countries is
Africa (40%).
of the pears.
the European

TABLE 20
Major Importers of Selected Fruits in Europe
(OOOt)
===========================================================================================

Belgium

France

Germany

Italy

---------------------------------------------~--------

Apples
Pears
Peaches
Oranges
Tangerines
Manderines
Lemons
Limes
Citrus Nes
Pineapples
Bananas

Netherlands

U.K.

TOTAL

-------------------------------------

21

400
64
67

1 850
396
488

774

366

426

3 510

126

124

24

50

650

122
32
463

95
12
506

63
9
98

98
16
328

530
124
2 309

191

30

48
55

538
124
223

190

850

22
21
5
87

135

53
20
324

9

TOTAL

857

===========================================================================================

Source:

FAO (1983)
CS (1984)
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Spain, Greece and Israel are the only significant products of
tropical fruit in Europe with
mainly bananas and some avocado
production.
Other European countries import almost all of their
tropical fruit requirements.
It can be concluded that for New Zealand's exports of apples,
pears and kiwifruit, Europe represents a high volume market and this
market imports a high percentage of total New Zealand exports. However
apart from kiwifruit, New Zealand's market share for fruit imported by
European countries is less than five percent. European supplies are
marketed in direct and indirect completion with New Zealand exports and
New Zealand's most important significant competitors in the Southern
Hemisphere are South Africa, Chile and Argentina.

9.4

New Zealand Fresh Fruit Exports to the Middle East.

New Zealand exported 3,664 tonnes of fresh fruit to the Middle
East in 1982. This volume represented three percent of toal exports of
fresh fruit from New Zealand, and consisted of 3,644 tonnes of apples
(99%); 5.6 tonnes of stonefruit; 13.5 tonnes of berry fruit and small
volumes of Kiwifruit and tamarillos.
Table 21 provides a breakdown of fresh fruit exports to the
Middle East by country. Saudi Arabia and Bahrain are the major fresh
fruit markets for New Zealand in the Middle East. Ninety percent of
the fruit exported to the Middle East was exported to Saudi Arabia.
This volume consisted of predominantly apples (99%). The balance of
exports to Saudi Arabia consisted of stonefruit and berry fruit
exports.
Approximately nine percent of fresh fruit destined for the
Middle East was imported by Bahrain. This volume amounted to 334.4
tonnes whcih included 331.2 tonnes of apples (99%). Small volumes of
stonefruit , berryfruit and Kiwifruit were also exported to Bahrain.
Berry fruit is also exported to Kuwait (10.9 tonnes) amd Qatar
(1.0 tonnes).
The Middle East was the destination for 61 percent of
New Zealand blackberry exports in 1982, making this market an important
market in the export of this fruit. New Zealand's dependence on the
~fiddle East
in the export of other fruits is not as significant as all
other fruit exports are less than 20 percent of total exports.

9.5

Middle East Production of Fruit.

The Middle East produces a very narrow range of fruit, usually
limited to melons, watermelons and dates with low levels of production
in citrus and tropical fruit.

TABLE 21
New Zealand Fresh Fruit Exports
to the Middle East
(tonnes)
=========================================================================

Fruit

Bahrain

Apples
Apricots
Nectarines
Peaches
Plums
Cherries
Berry fruit
Kiwifruit
Tamrillos

331.2
0.5
1.1
0.4
0.1

TOTAL

334.4

*

La
0.1

Kuwait

Oman

Qatar

Saudi
Arabia

3 313.4
1.7
0.6
0.5
La

10.9

0.7
0.6

*

3 644.6
2.2
L7
0.9
0.1
0.7
13.5
0.1

*

*
10.9

TOTAL

La

3 317 .5

3 663.8

=========================================================================

*

less than 1
Source : NZDS pers camm.

TABLE 22
Middle East

Domestic Fruit Production
(1982)
(OOOt)

======================================================

Bahrain

Kuwait

Omen

Qatar

===========:===================~~~=~=

Saudi
Arabia

Yemen
U.A.E

TOTALS

------------------------------------------------------------------------------------------Lemons
Limes
Other Citrus
Melons
Watermelons
Dates
Bananas
Mangoes

TOTAL

13
3
1

3

40

1

1

45

4

2
4
72
31
4
120

31
28
340
400

4
2
17
26
52

17

64
43
23

2
6

799

103

130

33
53
435
608
55
6

1 207

===========================================================================================

Source : FAO (1985)
Table 22 provides fruit production levels for 1982.
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Saudi Arabia is the major producer of fruit in the Middle East,
producing over 60 percent of the annual crop. Oman, the United Arab
Emirates amd Yemen P.D.R. each produce approximately ten percent of
the Middle East fruit production, where as Bahrain, Kuwait and Qatar
have low levels of fruit production.
9.6

Middle East Imports

The countries in the Middle East which import the greatest
volumes of fruit include Saudi Arabia (530 OOOt) the United Arab
Emirates (120 OOOt) and Kuwait (100 OOOt). By fruit type apples
citrus, and bananas constitute over 80 percent of imported fruit,
reflecting low levels of production of these fruits in the Middle East.
Stonefruit and other tropical fruits are not imported in significant
volumes.
New Zealand's exports of apples to the Middle East represent
two percent of the total volume imported. By country, New Zealand
holds a one percent share in apple imports in both Bahrain and Saudi
Arabia.
In all other catergories of fruit imports by country (except
Kiwifruit), New Zealand has a less than one percent share in imports.
The major sources of fruit imports are Jordan, Lebanon and
Turkey.
These three countries produce a broad range of fruit types
including citrus, grapes, pip fruit, stonefruit and melons. Asia and
North Africa are also important sources of certain fruits especially
mangoes.

TABLE 23
Major Importers of Selected Fruits
in the Middle East

00

o

(OOOt)
=================================================================================================

Fruit.
Oranges
Tangerines
Manderines
Clemantines
Lemons
Limes
Citrus (NES)
Bananas
Apples
Pears
Peaches
Pineapples
Dates
TOTAL

Bahrain

Kuwait

8

40

1

8

7
4
1
1
22

1
30
22

Oman

9

2

5

Qatar

Saudi
Arabia

U.A.E.

3

230

50

41

1

3
139

4
30
25

4

9
119

7
15

5
1

91

Yemen
Peoples

4

16

3
12

528

344
51
8

17
5
2
3
104

TOTAL
Middle East

213
152
18
5
2
23
816

=================================================================================================

CHAPTER 10

CONCLUSION

In all markets examined, except Hong Kong and Singapore, local
production supplied over half the fresh fruit consumed in each market.
In particular Australia and Japan have very high self sufficiency
ratios in fresh fruit, at 99 percent and 86 percent respectively. New
Zealand exporters of fresh fruit face competition from local producers
either directly, as is the case in Australia, or indirectly, which is
more prevalent in Japan.
Japan also has high levels of import barriers which apply to
imports of fresh fruit. All fruit imports are subject to tariffs of
varying levels; and quarantine restrictions prohibit the export of New
Zealand pipfruit and stonefruit to Japan. Citrus exports are excluded
from the USA market for quarantine reasons as are pipfruit exports to
Australia and stonefruit exports to Western Australia.
No import
barriers exist for fresh fruit exports to Singapore or Hong Kong.
New Zealand has a three percent market share of the annual
consumption of fresh fruit in Singapore. In the other markets examined
the market share was less than one percent. However, this is an
aggregate share of all fresh fruit consumed annually in each market.
New Zealand's market share of fresh fruit consumption varies by fruit
type, by market and by season of the year.
New Zealand has a majority share of the international kiwifruit
market.
Alternative supplies are gradually becoming available as
kiwifruit industries develop in countries such as South Africa, Chile
and the USA.
As a consequence New Zealand's share of the kiwifruit
market in Japan was reduced by eight percent in 1982 from the previous
year.
Other fruits facing minimal direct competition include feijoas,
passion fruit and tamarillos. These fruits do not, as yet have a high
consumer profile with the associated established consumer preference.
Presumably, the level of substitutibility with other fruits and
therefore, the price elasticity of demand for these "new fruits" would
be relatively high. Potential gains from government intervention would
then be influenced by this level of substitutibility amoung other
factors, and not just a factor of market share.
The seasonal differential in fresh fruit supply between the
northern and southern Hem~sphere enables New Zealand exporters to
compliment local supplies in the market without facing strong direcc
competition from local production. This advantage applies particularly
in the export of the more perishable fruits such as berryfruit,
stonefruit and melons. New Zealand however, only holds a significant
share of the stonefruit market in Singapore. Chile supplies ninety
four percent of the stonefruit imported by the USA, where as in Europe,
South Africa and Chile are the
major suppliers of
stonefruit.
Australia is New Zealand's direct competitor in the stonefruit markets

81.

82.

of Singapore and Hong Kong and in both markets holds a greater share of
the market.
The reverse is the case in the export of berryfruit to
Hong Kong and Singapore. New Zealand supplies approximately twenty
percent of berryfruit consumed in each of these markets, where as
Australia supplies only twelve percent in Singapore, and less than one
percent in Hong Kong.
New Zealan~s share of apple consumption in Hong Kong and
Singapore is significant at approximately ten percent. Again Australia
is our direct competitor and holds a greater market share in Singapore
(27 percent).
New Zealand supplies three percent of the apples
imported by Europe and nineteen percent of USA apple imports.
(one
percent of fresh apple consumption). Northern and southern hemisphere
suppliers complete directly with New Zealand's exports of fresh fruit
to the USA.
Canada in particular is a major competitor in the USA
market, and South Africa in the European Market.
Australia and New Zealand
produce equipollent fruit and
competition for market share is
directly with local producers.
Although New Zealand supplies less than one percent of annual fresh
fruit consumption, there appears to be a slight differential in fruit
supply for certain fruits. For example, New Zealand is able to supply
avocados prior to the Australian supply season; and berry fruit and
stonefruit after the supply season, thus exports face minimal direct
competition during certain months. However local producers still hold
a significantly greater share of the annual consumption of these fruit.
In conclusion, if potential gains from government intervention
could estimated from the price elasticity of demand in a market and the
market share held by New Zealand alone, the country market share
analysis indicates that gains from Government intervention would be
minimal.
The greatest share of a fresh fruit market which New Zealand
holds is in Singapore where the share was only three percent.
However, the market share analysis also indicates that New
Zealand holds a notable share in certain product markets.These markets
are where successful marketing strategies have been adopted (for
example:
apples and kiwifruit); where NewZealand has an off-season
supply advantage in the more perishable fruits (such as:
stonefruit
and berryfruit);
where New Zealand has a slight seasonal differential
in the supply of fruit (for example: the export of avocados to
Australia); and where New Zealand is exporting relatively "new" fruits
(such as:
tamarillos and feijoas). Possible gains from intervention
in these product markets may be
possible if competitors supply
elasticities are not high and if the price elasticity of demand for
fruit is not high. These factors and the extent of imperfections in
the market. would need to be
investigated before a
definative
conclusion could be reached.

Any potential gains from intervention would therefore be
influenced by the extent of linkage between markets and the information
systems which are operative in markets. The market share held by New
Zealand in a fresh fruit market is only one variable in evaluating
potential gains from government intervention.
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GLOSSARY OF TERMS

Atomostic Competition
The type of market structure in which large numbers of small firms
compete independently.
Backward Integration
The term refers to a company's seeking ownership
control of its supply systems.

or

increased

Collusion
Overt co-operation between oligopolists to set common policies.
and tends to promote
Collusion precludes price competition
inefficiency.
Concentration Ratio
A single number which attempts to indicate the degree
of
concentration which exists in an
industry.
No attempt to
summarise a concept in a single statistic can be entirely
successful. They cannot be better than the data on which they are
based (data collection and industry definition).
Concentration
ratios are therefore an indicative tool in assessing market
structure.
Distribution Channel
The set of all the times and individuals that take title to, or
assist in transferring title, to the particular good or service as
it moves from the producer to the consumer.
Economic Efficiency
In the use of resources, economic efficiency is
output to input used.

the

ratio

of

Economies of Scale
These exist when expansion of the scale of productive capacity
(interems of all inputs) of a firm or industry causes total
production costs to increase less than proportionately with
output. As a result long-run average costs of production fall.
Elasticity
Defined in general terms as a measure of degree of responsiveness
of one variable to changes in another.

89.

90.
Equilibrium
A state in which forces making for change in opposing directions
are perfectly in balance. so that there is no tendency for change.
Exclusive Channelling
Restriction by a manufacturer of the sales of his
particular sales outlets.

products

to

Forward Integration
The term refers to a company's seeking ownership
control over some of its dealers or distributors.

or

increased

Marketing Intelligence System
The set of sources and procedures by which marketing executives
obtain their everyday information about developments in the
external marketing environment.
Market Segmentation
The act of dividing a market into district and meaningful groups
of buyers who might merit separate products and/or marketing
mixes.
Harket Share
The sales of the product or products of a firm as a proportion of
the sales of the product or products of the industry as a whole.
Harket Structure
The underlying characteristics of a market which determines the
competitive relationship between firms. The most important of
these characteristics are:

*

the size distribution of firms;

*

the size distribution of buyers;

*

the barriers to entry of new suppliers or buyers;

*
*

the degree of product differentiation; and
the degree of vertical integration.

Monopolistic Competition
The market situation in which there is a large number of firms
whose outputs are close but not perfect substitutes either because
of product differentiation or geographic fragmentation of the
market.

91.

Monopoly
A monopoly exists when a firm or individual produces and sells the
entire output of some commodity.
Multi-Commodity Firm

A firm

which

either produces and sells, or buys more

than

one

product.
Non-Price Competition
Strategies to increase market share but do not involve a pr1c1ng
strategy. (Collusion; exclusive channelling; advertising).
Oligopoly

A type

of market in which there is a relatively high degree of
concentration.
The essential feature of this market form is the
degree of interdependence among the market participants.
Each
seller must predict the reactions of its competitors before he can
determine the consequences of any decision he might take.

Perfect Competition
A market structure in which the following assumptions hold:

*

there is a large number of buyers;

*

there is a large number of sellers;

*

the quantity of the good bought by any buyer or sold by any
seller is so small relative to the total quantity traded,
that
changes
in these quantities leave market
price
unaffected.

*

units of the good sold by different sellers are identical.

Product Differentiation
The creation of real or imagined differences in essentially the
same type of product by means of branding, packaging, advertising,
quality variation or design variation.
Resources
Conventionally classified into land, labour and capital.
The
important characteristic of resources is that they are relatively
scarce - that is relative to the total flow of goods and services
which society would like to produce with them. This creates a
need for allocation. The efficiency of allocation predetermines
the economic efficiency of society.

92.

Target Market
A well defined
satisfy.

set

of customers whose needs a

firm

plans

to

Vertical Integration
The undertaking by a single firm of successive stages in
process of production and distribution of a particular good.

the

Sources:
BARNOCK. G.. BAXTER. R.E.. and REES. R.
The Dictionary
Economics. Hazell Watson and Viney Ltd •• London. 1978.
KOTLER, P.
Principles of Marketing. Prentice Halls Inc.,
New Jersey.

of

1980,

APPENDIX I

The Questionnaire Sent to Department of Trade
and Industry Trade Posts

93.

94.

QUESTIONNAIRE

PART A:

Importance of Imported Fruit

I.

What is the approximate number of fresh fruit importers in your
territory, and what is the concentration of market power within this
group? (e.g. 10% of importers may account for 50% of total imports).

2.

What proportion of the fresh fruit importers are specialised according
to product imported or market served, as indicated below?

Product specialist

- fruit ( 1-5 fruit types) only
- fruit (over 5 fruit types) only
- general food importer
- general merchandise importer
Market specialist

- sell to wholesalers only
- sell to reatilers only
- sell to hotels, restaurants, institutions
only
Comments:

% of importers

95.

3.

What proportion of fresh fruit importers also sell domestically grown
fruit?
%

Comments:

4.

What proportion of importers:(a) take ownership of and sellon own account

%

(b) sellon commission (consignment)

%

(c)

other (specify)

.

%

100%
PART B:

Domestic Fruit

Please fill in the table below for each fresh fruit category. See codes
for answers below; there may be more than one number applicable for each
category.
Period of
Type(s) of
Important
Organisations
Se 11 ing Methods
Domestic Supply
(including storage) Purchased
(by ~.Q.lume)
abelow)
(e.g. June---August)
from? (see
below) (see
Fruit Category
Pipfruit
Citrus
Stonefruit
Berryfruit
Tropical
Bananas

96.

(a)

Organisations Code Numbers
I

=

2
3
4

5
6

7 ==

Selling Methods Code Numbers

individual growers
voluntary grower organisations
compulsory grower organlsa~
tions
commercial trading orcranisations
voluntary state trading
organisation
compulsory state trading
organisation
other (specify)

PART C:

I

2
3
4

=

=

5
6 =.

auction
price list (set by you)
state price control
day~~ay negotiation
long~erm contract
other (specify)

Imported Fruit Sources

The table below is designed to identify the countries who compete with
New Zealand's fresh fruit exports. Please fill in the table below, noting
the most important sources for each fresh fruit category during the period
indicated as New Zealand's export season for that fruit. For each country
noted, also indicate the type of organisation purchased from.

Fruit Category
Imported

New Zealand's
Export Season

Pipfruit

April-July

Citrus

AugustNovember

-

Stone fruit

DecemberMarch

Berryfruit

NovemberFebruary

Tropical

May-December

Bananas

Most Important
Countries (up to 3)
Supplying Fruit Over
Period Indicated----

Type(s) of Organisations
in these Countries
that Fruit is Purchased
from (use Organisation
Code Numbers above)

PART D:

The Selling of Imported Fresh Fruit

The table below is designed to identify the way in which imported fresh fruit is sold, and the purchasers of the imported
fruit. Please fill in the table below, noting the most .important selling methods and purchasers during the period
indicated as New Zealand's export season for each fruit category.
Fruit
Category

New Zealand's What are the most
Export
important selling
Season
methods for this
fruit?
I = auction
2 = price list
(set by yoo)
3 = state price
control
4 = day-to-day
negotiation
5 = long-term
contract
6 = other (specify)

M1at approximate percentage (%) of fresh fruit, imported over the period indicated, is sold/distributed to:
Wholesalers
Distributors
Camriss iorrAgents

(%)

Supermarket

(%)

Specialty
Fruit and
Vegetable

(%)

Direct to
Consu:rers

Food Service

Retailers
Other

(%)

Hotels,
Restaurants,
Cafes/Tearoans

(%)

Institutions
e.g.
Hospitals,
Educational,
Employee
Canteens,
Military

(%)

(%)

Other
(please
specify)

(%)

Total

(%)

Pipfruit

April-July

100

Citrus

Aug-Noi.r

100

Stonefruit Dec-March

100

Berryfruit Nov-Feb

100

Tropical

100

Bananas
Comments:

May-Dec

100
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PART E:

Ordering and Transport

The table below is designed to identify the most common method of transport,
size of order, and frequency of order for imported fresh fruit. Please
fill in the table below, giving information relevant for the period indicated
as New Zealand's export season for each fruit category.

Fruit
Category

NEW Zealand's Most Ccnm::>n
Most ~n Size of ShiIJrrmt
Export Season Transport
I = full container load of
Method
one fruit type
I = airfreight 2 = full container load of
many different fruit
2 = seafreight
varieties
3 = overland
3 = less than full container
load

PipfrJit

April-July

Citrus

Aug-Nov

Stonefruit

Dec-Mar

Berryfruit

No.>-Feb

Frequencey of Purchase/
Ordering
I = weekly
2 = ~kly
3 = IlOnthly
4 = longer
5 = single PJrchase/
order
6 = irregular purchasing

Bananas
Other

P.ay.. . Dec

Tropical

PART F:

Import Controls

Please indicate the trade barriers affecting the fresh fruit trade into
your territory.
I.

Tariffs
Rate of Tariff
Facing N.Z.

.

Preferential

I

-

Developing Countries

Other

2

Pipfruit
Citrus
Stonefruit
Berryflr.ui t
Tropical
Bananas

J.

Please specify preferential tariff countries ......•...........•...•.....

2.

Please specify 'other'

.

99.

2.

Quotas

Please indicate types of quota. if any. applicable to each fruit category,
and whether quotas are tied by country of origin.
Pipfruit
Citrus
Stonefruit
Berryfruit
Tropical
Bananas

3.

Quarantine

Indicate important quarantine regulations. if any, affecting each fruit
category.
Pipfruit
Citrus
Stone fruit
Berryfruit
Tropical
Bananas
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