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PREFACE
The Closer Economic Relationship (CER) with Australia has evoked both optimistic
and pessimistic views on the impact on New Zealand manufacturing industries.
Views regarding the impact on the New Zealand agricultural and horticultural
sectors have been less well vented.
An exception has been in the glasshouse tomato industry where considerable
fears are held regarding the effect of the access given to Australian tomato
growers on the viability of New Zealand producers.
This paper presents information on the CER agreement and data on costs
and supply from both Australia and New Zealand. The paper concludes that the
impact of the CER agreement on the New Zealand industry is likely to be small,
at least for the next five years.

P D Chudleigh
Director

ACKNOWLEDGEMENTS
The research reported upon in this Discussion Paper was undertaken while
the author was on a period of Australian Conference Leave from Lincoln College.
The financial assistance of Lincoln College which enabled the research to
be undertaken following conference attendance in Brisbane is acknowledged.
The financial assistance received from the New Zealand Institute of
Agricultural Science through the Westpac Travel Award for 1982/83 is also
gratefully acknowledged.

(vii)

SUMMARY
The Closer Economic Relationship with Australia agreement (CER) was brought
into effect on I January 1983. The CER provided for the liberalisation of trade
between New Zealand and Australia. This liberalisation is to be effected
through the gradual elimination of barriers to trade following an established
formula. Some departures from the formula are provided for where specific
products would be treated in an inappropriate manner if the formula were followed.
The objective of the liberalisation procedure is complete removal of barriers
to trade by 1995.
The granting of access to the New Zealand market for Australian tomatoes
is included in the agreement. The level of access provided caused New Zealand
growers of hothouse tomatoes to express concern over the possible impact of
imports on the New Zealand industry. This Discussion Paper provides a report
on an investigation of the likely impact of Australian tomato supplies on the
New Zealand market. It is established that the most probable source of exports
to New Zealand is Queensland. A review of Queensland tomato production costs
indicates that a price of $A5.00/10 kg carton would be required by Queensland
growers to cover their variable production costs. Additional costs involved
in exporting to New Zealand result in a New Zealand market price of $NZI7.00/
10 kg carton ($NZI.70/kg) being required by Queensland growers. This price
can be achieved on the New Zealand market between June and November. Exporting
to New Zealand would therefore only be attractive to Queensland growers during
that period.
The New Zealand hothouse tomato growing industry supplies approximately two
thirds of the tomatoes for the freshmarket. These supplies are predominantly
during autumn, winter and spring when higher prices are available. During
summer, prices are lower as outdoor grown- tomatoes become available. The
hothouse tomato growing industry considers that the high winter prices are
essential to their profitability. It is probable that some price reductions
will occur as a result of imports from Australia being available during winter.
However, the quality of the Australian product is likely to be inferior to
that available in New Zealand and therefore the price impact will be less.
In addition, up to 1988 the quantity of tomatoes able to be imported from
Australia is limited to a level equivalent to between 0.57 per cent and 1.01
per cent of average New Zealand annual hothouse tomato production. The
average variation in New Zealand hothouse tomato production from year to year
(over 1975 to 1981) exceeded the total allowable Australian supply by between
14 and 25 times. Therefore the impact of New Zealand supply variations on
the market price is likely to be greater than the impact of supplies from
Australia.
Over the longer term, increased supplies from Australia can be expected
to have a greater impact on the New Zealand market. The establishment of
appropriate premiums for higher quality New Zealand tomatoes through the use
of an effective marketing system would reduce this price lowering effect of
imports from Australia. Some reduction in New Zealand hothouse tomato production
could be expected as less efficient growers fail to achieve adequate returns.
There is likely to be increased total demand for tomatoes during the winter
period when lower priced Australian tomatoes are available. Increased outdoor
tomato production during the summer months could also be expected to offset
reduced hothouse tomato supplies during summer. Overall, prices are likely
to be reduced (with premiums available for high quality product) and tomato
consumption could be expected to increase.

(ix)

SECTION 1
INTRODUCTION
1.1

CER Negotiations

The Closer Economic Relationship with Australia agreement (CER) emerged
as a concept during 1979. Following the annual NAFTA (New Zealand/Australia
Free Trade Agreement) Ministerial meeting in April 1979, the Australian and
New Zealand Prime Ministers requested senior officials in both Governments
to examine ways of achieving closer economic co-operation between the two
countries. In March 1980, the Australian Prime Minister visited New Zealand
and a communique was issued from the meeting of the two Prime Ministers that
established the framework for examination of possible arrangements for a closer
economic relationship. Negotiations continued between Australian and New
Zealand Government Ministers and officials, including extensive discussions
between Government officials and industry sector representatives in both
countries, during 1980 and 1981 culminating in a meeting between the New
Zealand Prime Minister (and other New Zealand Ministers) and the Australian
Deputy Prime Minister from 20-21 April 1982. This meeting finalised the
major content of the agreement that was brought into effect from 1 January 1983.
The New Zealand Prime Minister, in his Press Statement of 4 June 1982,
outlined the CER agreement as "a comprehensive agreement covering trade and
aspects of economic relations with our most important trading partner. It
is broad in scope and open-ended in duration although it is proposed that
there will be a major review of the arrangements after five years to examine
whether adjustments are needed to ensure that they are bringing benefits to
both countries on a reasonably equitable basis."
The objectives of the CER Agreement are:

"

(i)

to strengthen the broader relationship between Australia
and New Zealand;

(ii)

to develop closer economic relations between the Member
States through a mutually beneficial expansion of free
trade between New Zealand and Australia;

(iii)

(iv)

to eliminate barriers to trade between Australia and
New Zealand in a gradual and progressive manner under
an agreed timetable and with a minimum of disruption;
and
to develop trade between New Zealand and Australia under
conditions of fair competition." (CER, 1983)

The overall direction taken by the agreement is to liberalise trade
between the two countries. In New Zealand, this involves a removal of import
licencing for Australian goods, tariff reductions and removal of export
incentives for goods exported to Australia. Movement toward trade liberalisation has been tied to a formula in the agreement which involves a steady
reduction in trade barriers with the ultimate objective of complete liberalisation in 1995. Some special provisions have been established for particular
products outside the general formula.

1.

2.

1.2

CER Negotiations - Tomatoes

During the Closer Economic Relationship negotiations between Australia
and New Zealand, proposals were put forward regarding the levels of access
available for different classes of products. The CER access formula for
the fresh and chilled vegetable area was for access for Australia to New
Zealand of a total annual value of $NZ200,000 in the first year of CER.
Within this overall level, tomatoes were set at 10 per cent of the total,
an initial import value of $NZ20,000. These proposals had received favourable
consideration by the New Zealand tomato growing industry.
As CER negotiations proceeded, it became apparent that some changes in
the general access formulae for Australian goods to New Zealand would be
required in order to ensure the finalisation of a CER agreement. It was
therefore agreed (in association with a number of other changes for a range
of products) that the minimum base access level of $NZ200,000 CIF for fresh
and chilled vegetables would be increased to $NZ400,000 CIF. Within this
access level for fresh and chilled vegetables it was further agreed that the
initial access level of $NZ20,000 for tomatoes was not commercially viable.
Therefore the provision for tomatoes was increased from $NZ20,000 to NZ$ISO,OOO.
This access level for tomatoes was agreed to by the New Zealand Government
subject to agreement being reached on a suitable and acceptable method of
minimising the impact of imports of Australian tomatoes on the New Zealand
market. Negotiations on this aspect between the New Zealand Vegetable and
Produce Growers' Federation and the Queensland Committee of Direction of
Fruit Marketing (C.O.D.) in association with the Australian Commonwealth
Department of Primary Industry took place during November/December 1982.
As no agreement was reached in these negotiations, further discussions were
held between Government officials of both countries in December 1982.
These discussions resulted in an import procedure for Australian tomatoes
being established for the first 18 months licencing period from I January 1983
to 30 June 1984, under which 100 per cent of the EAL'slwill be allocated
to Fruit Distributors Ltd (FDL)2 who will act as a sole importer during that
period. Prior to 30 June 1984, consultations will take place between the
2

Exclusive Australian Licences
Fruit Distributors Ltd (FDL) is an unlisted public company, established
at the request of Government on I January 19SI. It was established to
import and distribute citrus fruits, bananas and pineapples in New Zealand.
Fresh grapes were included in 1961. At present there are 39 shareholder
companies which operate in the wholesale fruit and produce business. The
obligations imposed on FDL by Government are:
"(a)

To import adequate supplies of fresh citrus fruits, bananas, pineapples and grapes and to distribute these equitably throughout the
country at reasonable prices.

(b)

To encourage the development of the fruit business in certain
Pacific Island nations.

(c)

To accord a reasonable measure of protection to the citrus fruit
and fresh grape growing industries in New Zealand.

In return for meeting this obligations, the company has the sole right to
import bananas, citrus fruits, pineapples and grapes." (Fruit Distributors
Ltd, 1981).

3.

industries and officials of New Zealand and Australia to consider whether
FDL will remain the sole importer beyond 30 June 1984. In the absence of
an agreement for FDL to continue as the sole importer, EAL's will be allocated
in each licencing year from I July 1984 to 30 June 1988 on the basis that
not less than 40 per cent is allocated by open tender. A review of the allocation of EAL's will be undertaken in 1988. In addition (where agreement
regarding FDL is not reached), EAL's applicable from the licencing year I July
1984 will be tagged as being required to be used as follows: 50 per cent in the
period I July to 30 December and 50 per cent in the period I January to 30 June.
This agreement results in the level of access shown in Table 1 where real
(after inflation) increases from year to year of 15 per cent have been included
plus an allowance of 10 per cent for inflation: it should be noted that the
initial access at $NZ400,000 for fresh vegetables is for a twelve month period
based on a June year. The agreement did not come into effect until I January
1983 therefore only half of that initial access is available in the first June
year.
TABLE I
Australian Fresh Vegetable and Tomato Access to New Zealand under CER
a
Tomatoes
07.5% of
Fresh Vegetables)

Total Fresh
Vegetables

January 1983
July 1983 to
July 1984 to
July 1985 to
July 1986 to
July 1987 to
a
b

to
30
30
30
30
30

30 June 1983
June 1984
June 1985
June 1986
June 1987
June 1988

200'00~1 706 OOOb

506,000
640,090
809,714
1,024,288
1,295,724

'

75,000} 264 750 b
189,750
'
240,034
303,643
384,108
485,897

Tomatoes are included in the "Total Fresh Vegetables" access.
The Exclusive Australian Licence for I January 1983 to 30 June 1984 will
be issued as one block for $706,000 for fresh vegetables, including $264,750
for tomatoes.

The New Zealand Vegetable and Produce Growers' Federation has indicated
that it believes imports would only occur during the period of relatively
higher prices for tomatoes on the New Zealand market (during the New Zealand
winter months) and this would lower prices at that time. The effect of this,
according to the New Zealand Federation, would be the loss of adequate income
for the New Zealand glasshouse industry and the loss of New Zealand based
tomato supply. It was further considered that the loss of the hothouse tomato
supply for New Zealand would result in imports from Australia over the total
year at a higher average cost than was available from the New Zealand industry.
(This was based on the assumption that almost all fresh tomatoes for the New
Zealand market were grown in hothouses. However, only approximately 65 per
cent of fresh market supplies are hothouse sourced (Table 4).)

4.

The level of controversy apparent in the situation indicated a need for
an objective study of the likely impact on the New Zealand tomato industry of
imports of Australian tomatoes. Section 2 of this report presents the findings
from the review of the Australian tomato growing industry, Section 3 presents
information on the New Zealand glasshouse tomato production system and Section 4
of the report presents some conclusions regarding the likely impact of Australian
tomato supplies.

SECTION 2
AUSTRALIAN TOMATO SUPPLY POTENTIAL
2.1

Introduction.

A review of the potential for tomato imports to New Zealand from Australia
was undertaken during a visit by the author to Australia in February 1983. The
review involved an examination of the basis of tomato production in Australia
(i.e. indoor vs outdoor, importance of supply regions) and the costs involved
in tomato production. From this information, an assessment of the most likely
supply areas, the potential of those areas to supply tomatoes to New Zealand
and the required returns in New Zealand could be undertaken. Where a potential
for tomato supply from Australia could be identified, the required returns
could be compared with the New Zealand tomato prices (prior to imports) and
the possible impact of Australian tomato supply assessed.

2.2

Australian Tomato Supply

The Australian fresh tomato market is based primarily upon the ability
of the Queensland area to grow tomatoes under field conditions for a large
portion of the year. This has meant that the Queensland industry has developed
to a point where it supplie.s a major proportion of the total fresh market
for tomatoes in the Eastern and South-eastern part of Australia. The development has resulted in the virtual elimination of glasshouse grown tomato supply
in New South Wales, Victoria and South Australia. The development of the
Queensland industry has largely been a result of the development of the variety
of tomato called "Floradade". This tomato is bigger than that normally grown
in New Zealand, has a firm texture, a strong skin and is therefore able to
withstand considerable post harvest treatment, transport and storage. A
shelf life for this product in excess of two weeks is· accepted.
In view of this situation, the investigation of the Australian tomato
growing industry has been limited to a review of the Queensland situation
as it is unlikely that significant supplies of tomatoes to New Zealand will
come from any other area of Australia.
2.3

Queensland Production

In 1980-81, total Queensland production of tomatoes was 55,660 tonnes.
This represented approximately 20 per cent of total Australian tomato production, but in excess of 70 per cent (author's estimate) of Australian production
of fresh market tomatoes. Queensland tomato production has been increasing
steadily with 1980-81 production representing an increase of 80 per cent over
the 1975-76 production level. The area planted to tomatoes has increased
from 2,400 to 3,400 hectares over the same period. Also, tomatoes are the
most valuable vegetable crop in Queensland being worth an estimated $A37
million in 1980-81. Since 1980-81, production in the Bundaberg region has
continued to increase dramatically as the transfer from sugar cane growing
to other forms of land use has occurred.
In the Northern growing area around Bowen, which is the major production
area, the harvest time is spread from May to November with peak production
occurring from July to October. In the Bundaberg district there are two

5.
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distinct peaks of production, in June and early July and in October/November.
In the southern parts of Queensland, the main harvest period is from December
to March. Therefore, the northern regions of Queensland have a supply period
which is predominantly within the winter months. The ability of Queensland
to supply tomatoes over the temperate climate winter period is of significance
to the New Zealand supply situation in view of the CER agreement.
2.4

Queensland Production Costs

In the Bowen area of Queensland, the variable production cost per 10 kg
carton of tomatoes is estimated to be $A4.80 as at January 1983 (Appendix),
This cost is assessed as the variable cost associated with the placing of
the product in the Brisbane market. In the Bundaberg district the variable
cost per 10 kg carton has been assessed at $A4.91 as at January 1983 (Appendix).
The equivalent cost for the south-east Queensland region has been estimated
at approximately $A4.8s per carton (Appendix). These costs represent in
January 1983 dollars the cost of production during the peak of the season for
each district. Therefore, it would appear to be appropriate to assume a
variable cost for Queensland tomato production at around $As.OO per 10 kg
carton for the 1983 production season (representing an average for all districts).
As this is an estimate of the average production cost, there will be
considerable variation around this level. Where production is undertaken
on a family basis, it is common for the cost of production to not include
a return to the family labour. For production from larger enterprises, the
inclusion of higher labour costs will mean a higher recognised specific
production cost.

2.5

Required New Zealand Returns

In order for a long term commitment to be made to the New Zealand market,
it would be necessary for Queensland growers to be able to achieve a return
of approximately $A 5.00 per 10 kg carton at a point equivalent to the Brisbane
market. In order to achieve this, the New Zealand price would need to cover
the transport to New Zealand plus the Queensland production cost and handling
costs. At present, the airfreight rate for the transport of tomatoes to New
Zealand is $AO.70 per kg, or $A7.00 per 10 kg carton. Additional handling
costs of $AI.OO could be expected to be incurred. Therefore a total return
on the New Zealand market of $AI3.00 would be necessary. At an exchange rate
of $NZI.33 per $AI.OO, a New Zealand market price of at least $NZI7.00 per
10 kg carton would be required.
If it was possible to transport tomatoes to New Zealand by sea, the
freight component would be reduced from $A7.00 per carton to $A3.00 and
this would result in the reduction of the required New Zealand price to
approximately $NZI2.00 per carton. The period required for the transport
of tomatoes by sea from Australia to New Zealand, including time for arrival
at the Australian wharf and delivery from the New Zealand wharf to the New
Zealand market, is approximately 7 days. The variety of tomato grown in
Queensland (Floradade) would probably withstand this period of transport
without undue deterioration. However, the uncertain nature of trans-Tasman
shipping arrangements and the necessity for the product to be guaranteed
delivery within the specified time, would probably act to inhibit movement
of tomatoes by sea. The availability of lucrative markets within Australia
would counteract the usefulness of the New Zealand market given the uncertainties associated with sea transport. Therefore, it is likely that only
tomatoes transported by air would become available in the New Zealand market.

7.

2.6

Queensland Fruit Fly

Imports of fruit and vegetables from the Queensland area are at present
banned by the New Zealand Ministry of Agriculture and Fisheries on plant health
grounds. This ban is imposed because of the danger of introducing Queensland
fruit fly into New Zealand. Tomatoes are not able to be fumigated as they
cannot withstand the treatment and therefore an alternative treatment method
will need to be established before imports of tomatoes can occur. Investigations are presently underway in Queensland to develop such a treatment.
Present research indicates that a 3 minute dip in a solution of Dimethoate
at a concentration of 425 mg per litre provides an adequate kill of fruit fly.
This form of treatment has recently been accepted by the Victorian state
authorities in Australia. Correspondence between the Australian Health
Department and the New Zealand Ministry of Agriculture and Fisheries would
indicate that it is probable that New Zealand will accept a similar treatment.
However, it is likely that the negotiations on the treatment will be protracted
given the importance of the inhibition of fruit fly arrival in New Zealand
and the likely pressure that will be brought upon the New Zealand authorities
by the agricultural/horticultural industry in New Zealand.
2.7

The Queensland Market

With an annual production level in excess of 55,000 tonnes and significant
increases in tomato production occurring it is apparent that the Queensland
tomato growing industry has a considerable potential to supply tomatoes to
New Zealand. Such supply would be dependent upon the achievement of an acceptable return to Queensland growers. It would appear that a price level of
approximately $NZI7.00 per 10 kg carton would be required in the New Zealand
market before supply from Queensland would be an economic proposition. This
assessment assumes that the supply of tomatoes from Queensland to New Zealand
would be undertaken on a continuing basis and therefore would be required to
provide a return which offsets at least the variable production and marketing costs incurred by Queensland growers. However, if prices available in the
Australian market fall to levels lower than the variable cost of production and
marketing, it is probable that Queensland growers would consider supply to
New Zealand where the return from the New Zealand market exceeded the returns
available in Australia. During 1982, the average price on the Brisbane wholesale market fell below $A5.00 per 10 kg carton during June, July, August and
December. This would imply that during those months there exists a potential
for supply to New Zealand at prices lower than the variable cost of production
and marketing.
A further factor that must be considered is the degree of supply and
price variability that exists on the Australian market. As an indication
of this, Tables 2 and 3 present the monthly average prices for coloured
tomatoes and the monthly throughput on the Brisbane Wholesale Market. This
information is also shown in Figure I.
Prices on the Brisbane Wholesale Market (Table 2 and Figure I) indicate
a constant general price level from 1978 to 1982 with substantial fluctuation
around this level. In real terms (after inflation) prices have declined
over the period. The fluctuations in price have some relationship with the
movements in throughput quantities with higher prices being related to lower
throughputs.
Over the period (1978-82), the monthly market throughput has tended to
increase from around 1,450 tonnes per month in 1978 to approximately 2,100
tonnes per month in 1982. This increase in throughput (approximately 45 per
cent) reflects the increased Queensland tomato production and is reflected
in declining real prices (after inflation).

8.

TABLE 2
Monthly Average Tomato Prices Brisbane Wholesale Market
Tomatoes - Coloured a
($A/I0 kg carton)
1978

1979

1980

1981

1982

January

5.55

5.00

13.52

6.39

6.84

February

6.27

5.21

6.65

8.75

5.04

March

7.85

5.20

8.50

9.91

6.07

April

9.06

3.43

7.83

12.37

5.72

May

II. 59

3.76

5.90

10.80

5.37

June

7.38

3.41

4.43

8.06

4.76

July

4.49

3.73

4.71

6.07

3.90

August

4.92

3.05

7.37

12.61

4.70

September

8.78

4.70

9.16

8.53

11.58

October

8.07

5.25

5.13

6.57

6.57

November

7.53

5.02

4.24

7.88

5.68

December

6.90

10.47

6.27

10.53

3.82

Annual Average

7.35

4.79

6.80

8.91

5.82

a

Green tomatoes are also sold through the Brisbane Wholesale Market. Supplies
have diminished in importance, however, and in 1982 a marked price difference
between coloured and green tomatoes only existed in January, February, April
and May when green tomato prices were approximately 20 per cent below coloured
tomato prices.

Source: Prices and Market Throughput on the Brisbane Wholesale Market,
Rocklea; Queensland DPI, Marketing Services Branch, February 1983.
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TABLE 3
Monthly Tomato ThroughputBrisbane Wholesale Market
(tonnes)
1978

1979

1980

1981

1982

January

1276

1972

1782

1717

1815

February

1432

1667

1658

1651

1923

March

1714

1695

1755

1712

2564

April

1352

1749

2068

2056

2034

May

1396

2111

1657

1429

1825

June

1063

1487

1386

1469

2129

July

1195

1523

1668

1994

1731

August

1616

2106

1421

1363

1678

September

1364

1950

1759

2356

2268

October

1251

2735

2485

1911

2103

November

2055

1972

2142

1710

2150

December

1886

1487

1905

2583

2820

17600

22454

21686

21951

25040

Total

Source: Prices and Market Throughput on the Brisbane Wholesale Market,
Rocklea; Queensland DPI, Marketing Services Branch, February 1983
The highest monthly average price achieved on the Brisbane Wholesale
Market between 1978 and 1982 was $AI3.52 per 10 kg carton in January 1980.
This is equivalent to $NZ1.80/kg. Over the June to November period (when
N.Z. prices are highest), the highest monthly average price on the Brisbane
Wholesale Market was $AI2.61 per 10 kg carton in August 1981. This is equivalent to $NZ1.68/kg. (The lowest price on the New Zealand market between 1980
and 1982 for the June to November period was $1.60/kg ~n June 1981 (Table 7).)
It would therefore appear that even though there is considerable price
variability on the Brisbane Wholesale Market the general level of prices
has remained relatively constant (a decline in real terms). Even when prices
have peaked, the level is equal to or lower than New Zealand seasonal peak
prices. Increasing Queensland production will probably tend to restrict real
price increases On the Brisbane Wholesale Market, if not lead to a further
reduction.
In order to assess the potential for Queensland to supply tomatoes to
New Zealand, it rema~ns to examine the New Zealand industry in terms of its
production, the cost of that production and the prices achieved on the New
Zealand market. Comparisons between the New Zealand return and that required
by Australian producers (given their own market situation) can then be made
and an assessment of the potential impact provided.
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SECTION 3
NEW ZEALAND TOMATO PRODUCTION AND PRICES
3. I

Introduction

The New Zealand fresh tomato market is predominantly supplied by tomatoes
from the hothouse industry with approximately two thirds of the fresh market
tomatoes coming from this source. However, fresh market tomatoes constitute
only approximately 50 per cent of total tomato production (Table 4).
TABLE 4
New Zealand Tomato Production
(a)

Volume (tonnes)
Freshmarket

Year

Processing
(Outdoor)

Total

Outdoor

Hothouse

Total

1975

8984

15534

24518

25709

50227

1976

8383

19060

27443

19779

47222

1977

6025

21055

27080

33819

60899

1978

9992

14864

24856

31935

56791

1979

8271

15618

23889

1930 I

43190

1980

9528

18306

27834

29454

57288

1981

9523
8672

18266

27789

20185

47974

17529

26201

25740

51941

Average
(b)

Proportion from Each Source (%)

Year

% of total

% of total freshmarket

1975

36.6

63.4

48.4

51.2

1976

30.5

69.5

58. I

41.9

1977

22.2

77 .8

44.5

55.5

1978

40.2

59.8

43.8

56.2

1979

34.6

65.4

55.3

44.7

1980

34.2

65.8

48.6

51.4

1981

34.3

65.7

57.9

42. I

Average

33. I

66.9

50.4

49.6

Source: New Zealand Horticulture Statistics 1983, Economics Division, Ministry
of Agriculture and Fisheries, Wellington.
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It is apparent from the supply information that a considerable degree of
annual variation occurs in the level of hothouse tomato supply. Over the
seven year period (Table 4), this annual variation averaged 2532 tonnes or
14.4 per cent of the average annual supply for the period. Total average
annual freshmarket supply variation was 1745 tonnes or 6.7 per cent of average
annual supply, indicating that outdoor tomato production tended to move in the
opposite direction to hothouse production. This indicates a degree of substitutability between the two types of production.
The majority of production for the fresh market is located around major
population areas. The greatest concentration of hothouse tomato production
occurs in the area surrounding the Auckland metropolitan district.
It is claimed by the New Zealand hothouse tomato industry that the profitability of this form of production is dependent upon the achievement of reasonably high prices during the winter period. This achievement, it is suggested,
enables growers to produce tomatoes during the summer period in competition
with the outdoor grown tomatoes and enables the acceptance of a lower price
during that period as the majority of their costs have been covered during the
winter production season. There is therefore a considerable degree of crosssubsidisation between the winter season, which is exclusively supplied by
the hothouse industry, and hothouse production in the summer, when outdoor
grown tomatoes are also available.
3.2

Production Costs

The
Growers'
cropping
November

Protected Crops Profile Committee of the Vegetable and Produce
3
Federation has undertaken a survey of the Auckland region protected
industry for the 1981-82 season. This research was reported in
1982 (Protected Crops Profile Committee, 1982).

The report established that approximately 78.5 per cent of the total
value of output of the protected crop industry in this area was from sales
of tomatoes which amounted to approximately $13m for the 1981-82 season.
Other crops of importance were carnations at 10.8 per cent of the total
revenue, cucumbers at 5.4 per cent and grapes at 2. I per cent. The total
protected area allocated to tomatoes was approximately 607,000 square metres
with 386 growers reporting that they were involved in tomato production.
Approximately 90 per cent of growers had
3,000 square metres with 79 per cent being on
metres. Approximately 60 per cent of growers
properties for less than 10 years with nearly
properties for more than IS years.

protected areas of less than
areas of less than 2,000 square
had been occupying their present
31 per cent being on their

The major sales outlet used by protected crop growers was the central
market (or auction system) with 83.6 per cent of the value of produce passing
through that outlet.
The number of persons employed on an equivalent full-time permanent
basis was established at approximately 860 in the Auckland area. When
casual labour is included in this calculation, the total employment on an
equivalent full-time basis was determined'at approximately 1,200 persons.
3

Crops growing under environmental protection (mainly glasshouses).
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The information presented in Table 5 provides a summary of the financial
data reported in the Protected Crops Profile Committee Report, 1982
TABLE 5
Auckland Region Production Parameters 1981/82
Average
for Region
Number of Properties

469

Average Production:
kg/m2

17.20

7 kg cartons/m2

2.5

Average Price:
$ / carton (7 kg)

I 1.44
J. 63

$/kg
Average Income:

29.00

$/m2
Average Costs:
Production Costs $/m2
Overhead Costs $/m2

I 1.17

Total $/m2

19.88

$/carton (7 kg)

8.71

7.95

Average Net Profit:
$/m2

9.18

$/carton (7 kg)

3.67

Source:

Protected Crops Profile Committee Report (1982), "A
Profile of the Auckland Region's Protected Cropping
Industry 1981-82 Season", New Zealand Vegetable and
Produce Growers' Federation.

These data indicate that the overall average cost of production for a
7 kg carton of tomatoes for the 1981-82 season was $7.95 ($1. 14/kg). The
data also indicate that this cost was associated with a net profit of $3.67
per carton ($0.52/kg) and an average price of $11.44 per carton ($1.63/kg).
An important element of the financial profile which has not been reported
is the degree of variability over the year in the volumes of product marketed
per month and the prices received for that product. As there is a marked
seasonal variation in price and quantity marketed, the impact of any variation
in the monthly supply on the grower returns will be considerable. Any analysis
that does not take these factors into account can therefore only be indicative.
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3.3

Product Supply and Market Prices

A breakdown of a grower's sales and returns during 1982 is given in
Table 6 (N.Z. Commercial Grower, 1983). This analysis indicates a consistently
high price between the end of August and the middle of November when sendings
to the particular auction were low. However, this information can only also
be considered as an indication of the likely return given that there will
be considerable variations in price according to the quality of the product
sold and the general distribution of product supply to the market.
The Department of Statistics has provided a monthly analysis of average
prices for tomatoes sold at auction for 1980, 1981 and 1982. This information
is presented in Table 5. Figure 2 illustrates the seasonal nature of tomato
prices.
The following auction companies were contacted and asked to provide
information on tomato revenue and quantities sold on a monthly basis for
1981 and 1982: Produce Markets Ltd, Turners & Growers Ltd (Auckland),
Radley & Co. Ltd, Turners and Growers (Wellington) Ltd, MacFarlane and
Growers Ltd and Market Gardeners Ltd. The informativn requested has, however,
not been provided.

IS.

TABLE 6
Tomato SupplZ and Price at Auction 1982
(Single Grower Records)
Week
Starting
June
July

August

September

October

Quantity
(cartons)

Source:

a

a
Average Price
($/kg)

21

5

10.08

1.44

28

45

16.29

2.33

5

136

10.28

1.47

12

81

10.32

1.47

19

80

12.43

1. 78

26

114

11.86

1. 69

2

110

9.83

1.40

9

156

9.60

1. 37

16

136

13.71

1. 96

23

142

13.93

1. 99

30

121

22.60

3.23

6

77

23.62

3.37

13

66

17.45

2.49

20

53

17.69

2.53

27

55

16.70

2.39

4

67

16.17

2.31

11

43

22.51

3.22

18

36

29.89

4.27

25

35

23.44

3.35

56

19.14

2.73

8

71

19.31

2.76

15

82

6.62

0.95

22

/17

6.80

0.97

29

97

6.17

0.88

6

84

8.65

1. 24

13

94

7.70

I. 10

20

52

4.54

0.65

27

10

4.80

0.69

November

December

Average Price
($/7 kg carton)

"How Imports Could Put Growers out of Business", N.Z. Commercial
Grower, Vol. 38, No. I, January/February 1983; N.Z. Vegetable
and Produce Growers' Federation Inc.

The average price per 7 kg carton for the June to December period
was $13.24 ($1.89/kg) for the 2221 cartons sold.

FIGURE 2

4 ..
Average Monthly New Zealand Tomato Prices

,.

1980

---0

1981

)Co- - - - - t (

1982

)4

0- -

3

$/kg

2

~

/J\
/~~~--~ \
\

~

/
\

/

r

/'

//
I

/

I

"'~-~:.
-d
-.j/

I' .....\

-0- - -

o Jan.

Feb.

Mar.

Apr.

May

June
Months

July

Aug.

Sept.

Oct.

Nov.

Dec.

.......

SECTION 4
THE POSSIBLE AUSTRALIAN SUPPLY IMPACT
The level of Queensland tomato production and the growth of production
that has occurred indicate that there is a considerable potential for Queensland
tomato growers to supply tomatoes to the New Zealand market. Such supply
would be economic when the price on the New Zealand market exceeded $NZI7.00
per 10 kg carton ($1.70/kg). (This is equivalent to $11.90 per 7 kg carton.)
This conclusion is based upon the likelihood that supplies of Queensland
tomatoes would be airfreighted to New Zealand rather than consigned by sea.
This assumption is likely to be valid as the time delay in transporting
tomatoes by ship would be considerable and would tend to have a very significant
effect upon the shelf life of the product once it arrived and was sold in
New Zealand. It should be n.oted that further developments in controlled
atmosphere transport systems would tend to make shipment of tomatoes by
sea a more attractive proposition.
From the information provided in Table 7 it can be observed that the
export of tomatoes from Australia to New Zealand could be attractive from
June until November. This is the period when the average New Zealand price
exceeded $1.70/kg in 1982. Under the most pessimistic assumptions, it
could be suggested that the average price for tomatoes would be reduced
to a maximum of $1.70/kg over the period when Australian imports were occurring. This would reduce the annual simple average price from $2.08/kg (from
Table 7) to $1.46/kg. This is a reduction of $0.62/kg or a fall in the
average price of 30 per cent. Such a fall in prices would result in increased
demand for tomatoes. It is assumed that the increased demand would be met
by imports from Australia. From the average prices given in Table 5, a
fall of 30 per cent from the average of $1.63/kg is equivalent to $0.49/kg.
Average production per square metre is given as 17.20 kg. A price reduction
of $0.49/kg would ,therefore be equivalent to $8.43/m 2 . Such a decline would
reduce the average net profit from $9. 181m 2 to $0.75/m2. This would be likely
to result in a decrease in the New Zealand supply of tomatoes. Australian
tomato supplies would then be required to offset the reduced New Zealand
tomato supply as well as meet the additional demand resulting from the decreased
price. Such a situation would require substantial tomato supplies from
Australia.
The situation as described should be regarded as an extreme scenario.
The aspects of Australian supply volume and quality differences must be
considered.
The level of access for Australian tomatoes is given in Table I. The
access level can be converted into equivalent tomato quantities using the
assumed import price. These quantities are given in Table 8 where the
January 1983 price has been given as $1.70/kg and inflated at 10 per cent
per year.
From the analysis given in Table 8, it can be observed that annual
Australian tomato supplies can only be between approximately 100 and 177
tonnes up to June 1988. This is equivalent to between 0.38 per cent and
0.68 per cent of total annual average freshmarket production (for 1975-1981)
and 0.57 per cent to 1.01 per cent of average hothouse production (from
Table 4). This level of Australian supply is not likely to have any significant impact on the total New Zealand tomato market. If the total additional
supply were to be directed to anyone market over a short time period, some
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TABLE 8
Access for Australian Tomatoes - Quantity
(Assuming a 1983 eIF price of $1.70/kg and a 10% inflation rate)
kg
January 1983 to 30 June 1983

44, 118

July 1983 to 30 June 1984

101,471

July 1984 to 30 June 1985

J 16,692

July 1985 to 30 June 1986

134, 195

July 1986 to 30 June 1987

154,325

July 1987 to 30 June 1988

177 ,473

impact could be expected, especially where product is sold through an auction
system. However, this is more a result of the marketing system used and
the consequent over-reaction of the price to changes in supply. Where growers
establish firm supply arrangements with specific buyers, the price impact of
the Australian supplies is likely to be very small.
It should be noted that the average annual variation in New Zealand
hothouse tomato supply for 1975-1981 was 2532 tonnes. This variation is
14-25 times the allowed access for Australian tomatoes through to 1988.
The effect of local hothouse supply variations could therefore be expected
to be much greater than that likely to occur as a result of imports from
Australia.
It is, however, probable that where imports are concentrated in any
one area (city) the price impact could be substantial over a short period.
However, it would not be in the interests of Queensland exporters to drive
prices down for the small volume of product they are able to send to New
Zealand. Therefore, it is more likely that product releases on the New
Zealand market would be under some commercial control. The longer shelf
life of Floradade tomatoes would contribute to a controlled release onto
the New Zealand market.
Quality differences between Australian and New Zealand tomatoes must
also be considered. A likely situation is the replacement of poor quality
New Zealand tomatoes with the supply from Australia at the lower price ranges
while the price for top quality tomatoes continues to be high.
This scenario
is based upon the observation of the quality of Australian field crop Floradade
tomatoes. The type of tomato is significantly different to that produced
in New Zealand. The taste characteristics, the shape and the skin texture
differ from that presently accepted by the New Zealand market. It is generally
agreed that the Queensland product is of an inferior quality to the product
presently available in New Zealand and that the Queensland tomato type usually
competes because of its high yields, low per unit production costs and long
shelf life. As the Queensland product would still be at a comparatively high
price (i.e. versus the prices achieved during the summer period in New Zealand)
the product may not be as acceptable to consumers as the traditional New
Zealand tomato type. This would mean that the Queensland product would move
into
lower quality areas of the market and would therefore tend to replace
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part of the poorer quality production of the New Zealand varieties at a lower
price. This may encourage an increase in consumption at the lower price end
of the market which may tend to absorb the limited supply of Queensland tomatoes
that would be possible under the CER arrangements. The impact on the price
achieved for higher quality glasshouse produced tomatoes in New Zealand may
be small. Where New Zealand growers are able to establish a satisfactory
marketing arrangement that ensures the price for higher quality product is
reflected in the returns that they receive, their ability to compete with
supplies from Australia would be enhanced. This may require movement away
from the traditional auction system of tomato selling to, perhaps, a co-operative
approach to price negotiation between groups of producers and individual buying
enterprises.
It is considered that the most likely result of access for Australian
tomatoes to the New Zealand market would be some further economic pressure on
growers who are at present operating on a marginal basis and the encouragement
of increased efficiency amongst the remaining growers of high quality product.
The price required by Australian growers will ensure that supply will only be
viable for six months of the year. Also, the present access arrangements only
allow for very small quantities to be imported and the price-effect of these
imports is likely to be small. Over the longer-term, when access levels are
likely to increase substantially, more pressure on the New Zealand hothouse
tomato sector is probable. Increased competitive pressure from Australia
is likely to result in some reduction in New Zealand hothouse tomato production.
The time span over which this will occur is relatively long, however, and
alternative uses for the resources employed in the sector, are likely to be
available. In any case, the capital resources involved in hothouse tomato
production should have been written-off prior to the competitor pressure
becoming substantial. Where the quality aspects of New Zealand hothouse
tomatoes are effectively emphasised, the premiums available are likely to
be adequate to ensure that a continuing supply is required, at a lower level
than at present.
Reduced production of New Zealand hothouse tomatoes is likely to result
in reduced summer supply from this source as well as in winter. Any price
increases in the summer would however, result in increased outdoor tomato
production and any price changes are therefore likely to be small. Overall,
the annual average price of tomatoes in New Zealand is likely to be lower,
with a higher level of consumption, reduced hothouse supplies, increased
outdoor production, and increased Australian supplies.
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APPENDIX
Tomato Production Costs - Queensland
I.

Bowen Region
(Source: Farm Note: AGDEX 262/821 No. FIOO/Jul 81)
(Assumed yield 15 000 kg per hectare)
(Costs as at July 1981)
Preharvest costs:

$A/ha

Land preparation
Planting
Fertiliser
Crop Protection
Irrigation

$A/IO kg Carton

56
308
180
714
55

Total

$A 1,313

$AO.87

Harvesting and Freight Costs:
Picking and packing
Freight

I. 72
0.80

Total

$A2.52

Selling Costs:
Commission, levy, sales promotion
- 12.33% of gross income
Handling costs - $AO.02/carton

$AO.74
0.02
$AO.76

Variable Costs Summary:
Preharvest Costs
Harvesting and Freight Costs
Selling Costs

$AO.87
2.52
0.76

Total Variable Costs

$A4.15

In order to convert the cost from a July 1981 level to a January 1983
estimate, the Queensland Department of Primary Industries recommended the
use of a 10 per cent annual rate of increase, viz.
July 1981
July 1982 (+10%)
January 1983 (+5%)

$A4.15
4.57
4.80
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2.

Bundaberg Region
(Source: Farm Note: AGDEX 262/821, No. Fl/Jan 82)
(Assumed Yield 75,000 kg per hectare)
(Costs as at January 1982)
Preharvest Costs:
Land preparation
Planting
Fertiliser
Crop Protection
Irrigation
Total

$A/ha

$A/ !okg Carton

234
1630
938
2702
1650
$A7154

$AO.95

Harvesting and Freight Costs:
Picking and packing
Freight

$AI.83
0.90
$A2.73

Selling Costs:
Commission, levy, sales promotion (12.33% of
gross income)
Handling costs

$AO.76
0.02
$AOo78

Variable Costs Summary:
Preharvest Costs
Harvesting and Freight Costs
Selling Costs

$AO.95
2.73
0.78

Total Variable Costs

$A4 .46

In order to convert the cost from a January 1982 level to a January 1983
estimate, the Queensland Department of Primary Industries recommended the use
of a 10 per cent annual rate of increase, viz.
January 1982
$A4.46
January 1983 (+10%)
4.91
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3.

Coastal South-East Queensland
(Source: K. Bengston, Farmer, pers. comm.
Department of Primary Industries)
(Assumed yield 30,000 kg per hectare)
(Costs as at January 1983)

Confirmed by Queensland

$A/ha

Preharvest Costs

4500

$A/lOkg Carton
I. 50

Harvesting and Freight Costs:
Picking and Packing
Freight

$AI.80
0.70
$A2.50

Selling Costs:
Commission, Levy, Sales Promotion (12.33% of
gross income)
Handling Costs

$AO.84
0.02
$AO.86

Variable Costs Summary:
Preharvest Costs
Harvesting and Freight Costs
Selling Costs

$AI.50
2.50
0.86

Total Variable Costs

$A4.86
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