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ABSTRACT
This is a study of change within the pip-fruit industry. More
specifically it is a study of the New Zealand Apple and Pear Marketing
Board's performance on the domestic market.
The pip-fruit industry in unusual in this country because both
the local and export sectors are controlled by the Apple and Pear Board.
The Board is a statutory corporation having monopoly control over the
sale·and distribution of fruit to the retailer and over the export of
app 1es and pea rs.
·
The thesis looks at the problem of the Board's performance on
the local market which is characterised by a steady decline in its
·share of local market sales of fresh apples and pears.· The focus of
the thesis was on the activities of the grower for effectively controlling
the Boar.d's performance. Grower activities were discussed within
Hirschman's model of 'Exit and Voice' and portrayed as either demands
for change or actions in the form of exit from Apple and Pear Board
channels for the marketing of their fruit. Part II of the thesis
analysed from an historical perspective the Board's reaction to these
grower activities with emphasis on attempts by the Board to improve its
· performance on the local market and in- doing so retain the viability
of the controlled marketing system. The objective of the thesis was
to deter.mine to what extent recent major changes by the Board to its
local market operation can be attributed to pressure frbm growers and
to what extent others must be considered responsible.
The historical analysis demonstrates that the Apple and Pear
Board attempted to improve its performance in two ways. Foremost in
its strategies, the Board chose to restrict the freedom of the grower
to market his fruit through alternative channels. This strategy
dominated Board action during the 1960's and early 1970's. On the
whole, however, this strategy did not work and can be seen as an attempt
by the Board to get tougher rather than noticeably better.
Secondly, the Board made some changes to its marketing techniques. There was, however, no concerted effort in this direction
until late in the 1970 1 s. The reason behind this move was shown to be
the impact of retailer and consequent government pressure on the Board
to improve its performance. Government action was seen to be the
determining factor in the Board's decision in 1979 to undertake major
changes to its marketing operation and thereby improve its performance.
Only now is the Board acting like a professional and aggressive marketing
organisation. It is more determined than ever to improve its performance
and ensure once and for all the viability of the controlled marketing
system.
From a theoretical perspective the thesis demonstrates that simply
analysing the relationship between growers and the Board is not enough
to successfully explain the Board's performance on the local market. It
may indeed be necessary for actors outside the normal management-member
relationship which Hirschman talks about, to push an organisation into
action and to effectively improve its performance.

CHAPTER ONE

BACKGROUND

1.

THE EVOLUTION OF ORGANISED MARKETING
Although the history of orcharding within New Zealand dates back

to 1819 the present pip fruit marketing system ~nly came into existence in 1948.

Before this date several alternative marketing schemes

had been tried with varying degrees of success.
In 1926 pressure from the New Zealand Fruit Growers Federation
led to ·the establishment of a ~ruit Export Control Board in an
attempt to bring some sembl'ance of order to the export of ·fruit.
This was a Board created under the Fruit Control Act.1926, under
which the Board was given statutory power to market the fruit on
behalf of exporters. 1
There was, however, no organized system for the marketing of
pip fruit within New Zealand.

Growers were free to dispose of their

fruit as they wished, in direct competition with-:one another.

The

. general practice was to send consignment lots to auctioneers in
various market centres, with the merchant receiving a commission of
ten per centJ This system was considered unsatisfactory by the
growers:
The grower had no means of assuring the recovery of his
production, and he had to accept whatever the market was
in a mind to pay and often this was very little~
3
1J. G. Sinclair, The Distribution System Associated with the
Marketing of New Zealand 1 s Apple and Pear Crop, 11 New Zealand Geographer.,
Vol. 12, No. 1, 1971, p. 10.
2A Profile of the Apple and Pear Marketing Board. Public Relations
Section of the New Zealand Apple and Pear Marketing Board, 1979, p. 3.
3F. Archer, The Orchardist of New Zealand, September 1951, p. 271.
11

2

Increasing competition faced on world markets d~ring the midthirties resulted in a reduction of fruit export prices and with the
declaration of war in 1939 the future of the industry looked bleak,
despite the presence of an efficient Export Control Board.

With the

outbreak of war the fruit growers.were notified that exp~rt shipping
space had to be conserved for national needs and Britain considered
that meat and dairy produce were more essential to the war effort
thaf fruit.
(

Therefore, the entire export crop which represent 50 per cent
of the total production of pip fruit, had to be sold on the local
market.

As this supply was expected to force the local market prices

down to an extremely lo~ level, the Government, upon the request of
,
both the New Zealand Fruitgrowers Federa:tion and the New Zealand
Export Board, agreed to take over the responsibility of marketing the
total crop within New Zealand. 4 The Government guaranteed to conserve the pip fruit industry throughout the war period at an economic
level at least equal to the level at which it took over the industry.
Towards the end of the war, however, growers indicated. that
they were not satisfied with the existing system.

In August 1945

the Dominion Conference of the Fruitgrowers Federation resolved:
That this meeting places on record the absolute need
for some kind of controlled marketing of pip fruit.

5

The first step towards achieving this end was the establishment of the
Fruit Marketing Council.

The Council was regarded as a working

partnership between the industry and the Government.

It consisted of

two representatives from the Intern a1 Marketing Department (one as
4 B. Benzies, Partners in Production

(Wellington, 1968),

p. 45.
5The Orchardist of New Zealand, August 1945, p. 230.

3

Chairman}, one representative of the Department of Agriculture,
.

two consumer representatives and five grower representatives.

6

The

main innovation was the inclusion of ·both producer and consumer representatives on the same body.
The growers were, however, aiming for more than this Council.
They wanted a producers' board
and a Government guarantee based on
'
,

the cost of production.

Negotiations between representatives of the

industry and the Government resulted in a Joint Committee being
appointed in April 1947 to clarify the issues and proposals.

Fore-

most in the con cl us ions reached by the Joint Committee was:
that orderly marketi"ng is a necessity and that the
marketing and distribution of apples and pears whether
for consumer direct, for the local market, for factory
or for ex.port, should be under the control of one marketing
authority having the necess.ary power and finance to direct
the distribution and marl<et-fng of the complete apple and
pear crop.
7
In June 1947 the Minister of Marketing presented a memorandum
to the Directors of the Fruitgrowers Federation, giving sixteen points
as a precis of proposals that the Government was prepared to support
in legislative form.

Fifteen of the proposals were agreed upon by

the Fruitgrowers Federation, the sixteenth, relating to the cost of
production being included in any guaranteed price, was given more
intensive scrutiny by both Government and the fruit growers.
Finally, in 1948 an agreement was reached between the Government
and the Fruitgrowers' Federation on the proposed marketing scheme.

In

October 1948 it was reported in the October 1948 edition of The
Orchardist of New Zealand:
6w.E. Rowling, An Historical S-tudy of Pip Fruit Marketing, with

Analytical Comment on Present and Probable Future Trends, Unpublished
M.A. Thesis, lhiversity of Canterbury, 1955, p. 39.
7 Ibid., p. 45.
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After many months of negotiation between the New
Zeal and Fruitgrowers' Federation Board of Directors
and the Government an agreement has been reached for
the handling of the New Zealand Apple and Pear crop
... The agreement provides for a marketing board similar
to that operating in the dairy industry, with price
guarantees given, assuring the fruit industry some
security and stability for the future. The new board
will have power to acquire and market all apples and
pears grown in New Zealand or imported.
8
The Apple and Pear Marketing Board gained these powers from the Apple
and Pear Marketing Act 1948.
Therefore, it was through the efforts of the New Zeal and Fruitgrowers

I

Federation that the Apple and Pear Marketing Board was born

in 1948, with statutory powers to rationalise the marketing of all
pip fruits.

Its brief was to set up an orderly marketing system

giving economic viability and. security to

the grower and a plentiful

supply of reasonably priced fruit to the consumer. 9
There was a fundamental .difference between the pre-war Board
and its post-war successor.

The pre-war Board sold only export fruit

and acted as an agent in selling fruit on behalf of the growers.

It

was not a trading organization and had no profit or loss account.
The post-war Board, on the other hand. purchased fruit from
the growers, the average price paid to growers being based on the
Government guarantee.

The Board sold the fruit on its own behalf.

If was, therefore, a trading organization with ~profit and loss
account. 10

·3

The Orcha:t>dist of New Zealand, October 1948, p. 1.
9A Profile of the Apple and Pea:t> Ma:t>keting Board, p. 3.
10 s. Benzies, Pa:t>tners in Production (Wellington, 1968), p. 14.

5.

2-.

THE APPLE AND PEAR MARKET JNG BOARD

1.

Co~~titution
Today the Apple and Pear Marketing Board comprises six members,

four of whom are elected by growers through the Frui_tgrowers I Federation and two, nominated by the Government.

Every member is appointed

for a term of three years, but may be reappointed. 11
Grower members are chosen by the Directors of the Fruitgrowers'
Federation and in theory represent the total industry rather than any
particular interest. 12 The Directors make their choice from nominations put forward by groups of growers within the Fruitgrowers' Federation.
Act,

The Government members, according to the Apple and Pear Marketing
11

in addition to their other functions as members of the Board,

represent the interests of consumers of apples and pears. 1113 As
consumer representatives the Government members are 11 required to keep
the Minister of Agriculture fully informed from time to time of the
curren t s1·t't•
ua ,on.'1114
The Government members may change with a change of government,
but according to Mr Talbot, Under-Secretary for Agriculture and
Fisheries, 11 they are not necessarily a political appointment and are
chosen on the basis of their experience in consumer affairs or market; ng and do not necessarily need a background in fruit. 1115
There are no set times laid down for Board meetings, however
the Board usually meets at least once every month.

The Chairman of

the Board.or any three.of its members.may.at any time call a.special
11

.

Apple and Pear Marketing Act 1971, s. 3.
12 Mr G. Ward, President of the Fruitgrowers' Federation, Interview, 9 December 1979.
13 Apple and Pear Marketing Act 1971, s. 3.
14
App le and Pear Board Annual Report, 196 6 , p . 21.

15

Mr Talbot, Under-Secretary for Agriculture and Fisheries,
Interview, 17 March 1980.

6

meeting of the Board. 16
At the first meeting of the Board in each season it elects one ·
of its members to be Chairman and another to be Deputy Chairman of the
Board.17 Prior to 1967, however, there was an independent Chairman
appointed by the Government for a three year term. 18

Government

had, ,until 1967, maintained _that it did not intend to appoint a
producer represe~tative as Chairman of the Apple and Pear Board. 19
In addition to making changes to the selection of the Board's
Chairman, the 1967 Apple and Pear Amendment Act provided for ~reater
grower representation. 20

Until 1967 there

had been equal

numbers of grower representatives and government appointees.

The

Amendment increased the grower representation from two to four members.
Since 1967 there have been two Chairmen of the Board, both of whom
have been grower representatives.
The General Manager of the Apple and Pear Marketing Board heads
the Board's management team which guide the day-to-day activities of
· the Board.

As the executive arm of the Board they have an obligation

to keep Board members fully informed of marketing activities and to
. give guidance to the producer dominated Board.
2.

Functions
The principal functions of the Apple and

Pear Board were

summarised in the title of the Apple and Pear Marketing Act 1948.
This was:
an Act to establish the New Zealand Apple and Pear Marketing Board, to make provision for the acquisition and
16 Apple and Pear Marketing Act 1971, s. 8.
17 lb id. , s. 5.
18.The Orchardist of New Zealand, November 1967, p. 327.
19Fru_itgrowers' Federation Conference Book 1964, p. 13.
20 .The Orchardist of New Zealand, November 1967, p. 327.
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marketing by it of apples and pears, to provide for the
fixing of prices to be paid for apples and pears so
acquired by-it and to make provision for the regulation
of the marketing of apples and pears.
·
· 21
These functions have remained relatively unchanged today and are set
out in great detail in the Apple and Pear Marketing Act 1971. This
Act represents a consolidation of the original Act and its amendments.
ti} The'Atq~i~iti6n·of·App1a~·ana·pears.
The Apple and Pear Marketing Board was given the power to
acquire and market all apples and pears grown in New Zealand or
imported.

This, however, does not mean that there is compulsory

acquisition by the Board of all apples and pears grown in New Zealand.
The grower may sell up to two cases of fruit at a time direct
to the public from his orchard·or via mail order sales.

If selling

fruit by mail order, tfie grower is restricted to a distance of 50
kilometres if he intends to transport the fruit himself.

The grower

is also free to sell to manufacturers provided that the manufacturer
·22

has received a license from the Board.

The Board does, however, have monopoly control over the sale
and distribution of fruit to the retailer and over the export of apples
and pears.

In conjunction with this power the Board is obliged to

market all the fruit the growers submit which meet certain quality
standards laid down by the Ministry of Agriculture.

The Government

sets export grades, whi'lst the Board determines local grade standards
and methods of packaging. 23
Initially, horticulture officers used to inspect all fruit
submitted to the Board.

Today the Board itself inspects the fruit

21 Apple and Pear Marketing Act 1948, :s. 1.
22Apple and Pear MArketing Act 1971, ss. 42 arid 43.
23A Profile of the Apple and Pea:ri Ma:riketi_ng Boa:rid., p. 7.

8

and the horticulture officers now act as arbiters in cases of dispute
between the Board and the grower over grading.

If the fru·it meets

Ministry of Agriculture quality standards and is packed in accordance
with the Board's requirements, the fruit automatically becomes the
property of the Apple and Pear Marketing Board.
(ii}

The Pricing·system.

A second function of the Apple and Pear Board is to determine
the prices it will pay for the fruit it acquires from growers.

These

prices are constrained by the guaranteed average price 24 declared
each year by an independent Prices Authority.
The Apple and Pear Prices Authority was established in 1967.
It has a Chairman agreed upon by the Ministry of Agriculture and the
Fruitgrowers I federation, two members nominated by the Federation and
. t mens.
t 25
t woo ther mem bers wh o are Governmen t appo1n
In deciding the average price to be paid by the Board, the

Authority must take a number of factors into account.

These are:

the need to maintain the stability and efficiency of the apple and
pear growi_ng industry; movements in the cos ts of marketing fruit;
market realisations; the state of the Board's accounts; and the
current and future requirements of the Board for finance for capital
expenditure or for other special purposes.

In addition to these

factors, the Authority is required to have regard to submissions made
by the Board or the Fruitgrowers' Federation and any other matters
considered by the Authority to be relevant. 26
24 More specifically, the Government guarantee refers to the

provision of loan finance when the Board's trading account moves into
deficit. · More specific details are set out below.
25 Apple and Pear Marketing Act 1971, s. 21.
26 Ibid., s. 27.

9

The actual price determined by the Authority represents a
kilogram of ungraded, bare fruit delivered to the S-oard's nearest
depot.

Under the present legislation, the Authority has the power

to increase the average price, season to season, by a maximum of

10

per cent, or decrease by a maximum of 5 per cent. 27
After·the Authority has determined the guaranteed price for any
season, the Apple and Pear Board is required to pay out to its
suppliers an amount of money equal to the product of the average
_guaranteed price and the quality of the fruit received,

The Board

each year reviews market results and graduates compensation for
varieties, grades and sizes of fruit in relation to market return over
the previous two years.

The total price paid to growers, however,

"must not exceed th.e total price which would have been paid if all
apples and pears had been purchased at the average price determin~d
by the Apple and Pear Prices Authority. 1128 The Board thus operates a
price smoothing scheme with respect to payments for grades and varieties
of fruit in any one season. ·
In addi"tion to th.e 'variety price' for bare fruit, the Board
pays growers a 'through shed costt to reimburse them for costs incurred
in establishing his packing shed and the cest of packing fruit.

The

Board also reimburses growers for all packing costs incurred in
submitting the fruit to the Board in the manner directed. 29 A 'proximity to market' payment is also paid for local market fruit sup~lied
to the Board by growers who are not in the Hastings and Nelson districts.
This payment is in recognition of the higher production costs in those
districts and the savings in transport costs enjoyed by the Board as
it does_not_~~ve_tq_~QV~.fr~tt.fr9m_$ither_H~~tiDgs or NelSQD to the
27 Apple and Pear Marketing Act 1971, s. 27.
28 Rae et al., An Economic Study of the New Zealand Pip Fruit
Industry, Massey University, 1976, p. 94.
29A Profile of the Apple and Pear Marketing Board, p. 5.

10

major local markets. 30
To conclude, prtces paid to growers ·today are determined largely
on the basis of market realisation rather than the cost of production
which played a large part in the price setting prior to 1967.

Indeed,·

before 1967 the guaranteed price paid to growers was set by the
. . . t er of Agr1cu
. 1t ure, base d so l e 1yon th e cos t of produc t ,on.
. 31
M1n1s
(iii}· Finantial ·ptovi~i6ns.
In addition to the Board's general functions and powers relating
to the acquisition and payments for fruit, the Board also has certain
borrowing powers.

These powers relate to the financing of each year's

crop and the distribution of any profit.
Each season's crop is initially financed by the Reserve Bank.
The Board draws on the Bank for payments to growers and to meet the
costs of packing, storage and transportation.

Monies received for

fruit are paid to the Bank~ with the Government's guarantee being the
Bank 1 s security until all the returns for fruit are received. 32
The Board's marketing system, therefore, is financed by the
central Government via the Reserve Bank, and the Government guarantees
to underwrite the Board's operations, including payments to growers.
The overdraft accorrrnodation supplied by the Reserve Bank is defined
in the Apple and Pear Marketing Act and is clearly evident in the Apple
and Pear Industry Account.

All money derived from operations of the

Board is paid into this account.

All payments of costs incurred from

the performing of the Board's functions come from the Industry Account.
When the Board makes a profit from its marketing operation, it
30A Profile of the Apple and Pear Marketing Board, p. 5.
31
Apple and Pear Board Annual Report, 1967, p. 3,
3SJ. Profile of the Apple and Pear Marketing Board, p. 5.
31\pple and Pear Marketing Act 1971, s. 29.

33
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may pay a share of the profit to the growers from whom it has
purchased apples and pears during that season.

The consent of the

Minister of Agriculture is needed, however, if the payment at the
end of the se~son is to exceed 50 per cent of the annual profit. 34
Profits not paid to the grower are transferred to the Industry
Reserye Account.

These may be used to repay an existing overdraft in

this account or to offset future losses.

If market returns are not

sufficient to liquidate the Board's Reserve Bank overdraft, arrangements are made to have the loss transferred to the Industry Reserve
Account and remain there until such time as the Board can offset the
loss with an annual profrt 35
•-

(iv}

The Board's Obligation to·the Consumer.

The Apple and Pea:r Board's responsibilities go beyond that of
looking after the producer of fruit.
meet consumer needs.

The Board is also obliged.to

Through its two Government members the Board

is charged with ensuring that the local market is adequately supplied
with fr~it in good condition for the greater part of the year and
that prices are reasonable after taking into account factors such as
cool storage and transportation.

Thus consumer and grower interests

are brought together in the Board with the orderly marketing system
36
acting as a kind of buffer between the grower and consumer.
Commenting on the Board's obligation to be responsi~e to the
public and to satis·fy both public and growers, the Board's Chairman,
Mr Kiddle, said in 1973:
Our problem is to perfect the techniques that will balance
the needs of the consumer and grower. We must not over34·

Apple and Pear Marketing Act
, s. 33.
35A Profile of the Apple and Pear Marketing Board, p. 6,
36Th~ Story of the New Zealand Apple and Pear Marketing Board.
Leaflet put out by the New Zealand Apple and Pear Marketing Board,

12

look this dual mandate to which we owe allegiance and
have regard for the tricky. operation entailed in
. 37
walking the li'ne between two often conflicting interests.
(v)

Statutory·ooligations.

Whilst it is not a Government Department, the Apple and Pear
Board is required to fulfill a number of statutory obligations in
addition to its obligations to the consumer and grower.

The Board is

a statutory body which allows it to operate autonomously, but it is
responsible to the Minister of Agriculture through the Apple and
. 38

Pear Marketing Act 1971.

Unlike normal commercial enterprises, it is required by
statute to take note fo Ministerial directives on general trade policy
'

and report annually to Parliament.

The Board must·also furnish to

the Minister of Agriculture every year a report of its proceedtngs and
operations for that year and report to the Audit Office bn these
accounts. 39
Therefore, the Board has a range of responsibilittes: to the
grower~ the consumer and the Government.

From the Board's point of

view, these are not always compatible.
3.

Allocation of Fruit
The Board~ given the predetermined total quantity of fruit

supplied by producers, formulates its marketing plan based on inttial
fruit allocations between export, domestic and process markets. 40
37Mr Kiddle, Chairman of the Apple and Pear Marketing Board, iin
The Orchardist of New Zealand, October 1973, p. 307.
38A Profile of the New Zealand Apple and Pear Marketing Board,
Marketing Services Se.ction of the Apple and Pear Board, July 1973,
p. 4.
39 Apple and Pear Marketing Act 1971, s. 10.
40 Al an Rae, "An Evaluatfon of a New Zeal and Marketing Board's
Supply Division Strategies, 11 Australian Journal of Agricultural
Economics, Vol. 22, No.1, p. 3.

13

Important determinants of this allocation would be fruit quantity and
quality, variety mix and relative profit expectations.

Depending

upon the results realised in each and use, however, the Board can
(and does) modify its initial crop allocation during t~e season.
Sometimes fruit destined for overseas markets is held back for
domestic consumption.
The disposition of Board receipts of apples_ over:the years is
shown. in;.Tabl e 1.

These figures and those in graph form in later

pages concern only apples since this fruit is of much greater importance
TABLE I 41

than pears.

Disposition of Board Receipts of Apples
000 bushels)
( 1

Year

Export

Local

1949
1950
1955
1960
1965
1970
1975
1978

524.1
939.5
1,028.1
1,901.5
2,257.3
3,313.0
4,263.2
4,917.1

1,432 .'2
1,446.5
1,443.0
1,461.1
1,534.9 ·
1,548.3
1,521.6
1,462.6

Processing

362.3
954.1
1,396.3
1,993.9

Total
1,956.0
2,406.0
2,471.1
3,362.6
4,154.5
5,815.4
7,181. 4
s,.373.r

These statistics show the increases in receipts of apples to tbe Board and
changes to the distribution of the fruit to each of the three markets.
Today 56.5% of the Apple and Pear Board's fruit is exported and only
20.6% js sold fresh on the local market, with the remainder being

processed.

From 1960 there has been a distinct drop in the proportion

of total Board receipts sold fresh on the local market.
41 see Appendix I for full details.
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To put the importance of the domestic market into further
perspective, domestic fresh sales account for about 20 per cent of the
Board's sales revenue and export of fresh fruit for about 75 per cent.of the total revenue.

Remaining revenue is provided by the sale of

processed products. 42
On average the Board receives around 75-80 per ce~t of the total
production of apples and pears. 43 The Board, however, handles only
about 40 per cent of fruit destined for the local market.

The Board's

percentage share of the fresh fruft market has fallen from 74% in
1949 to an estimated 4i% in 1978_- 44

Over the years the Board has been hampered in ·its orderly.
marketing programme by the difficult task it has in accurately forecasting how much fruit it will receive.

Each harvest season· producers

allocate their fruit between two markets - the Board and the direct
sales market.

Growers are, however, at liberty to submit fruit to

the Board at any stage of the season.

If the fruit meets quality

standards, the Board is obliged to market the fruit on behalf of the
grower.

This inevitably creates problems for the Board when making

allocations to its markets, organizing its cool storage space and
shipping arrangements.
Finally, the Board's lack of control over a large percentage
of sales within New Zealand represents one of its major problems.
The issue will be dealt with in more detail in later chapters, where
the full impact of sales outside the Apple and Pear Board will be
examined.
42 A. Rae, p. 3,
43A Profile of the New Zealand Apple and Pear Marketing Board, 1979.

44 see Appendix One.
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4.

The Local Market
According to the Board, the aim of their.New Zealand market

programne is 11 to ensure botn a flow of good quality produce at reasonable prices and a viable economic climate for growers. A 5 The
1

Board endeavours to give an equitable supply of available varieties to
all markets in New Zealand.

This supply is spF.ead over the market

until November of each year, wheret.pon the Board usually imports fruit
to ti de the market over till the beginning .of the new season fruit
late in December.

The following discussion outlines the distribution·

and sale of the Board's fruit in New Zealand.
On the domestic fresh,market the Board-sets wholesale prices
each week, these prices being altered in accordance with the Board's
strategy in this market.46 T·he services of about 40 ·selected wholesaler _agents are employed to facilitate the sale of fruit from the
Board to the retailers.

The wholesalers sell to the fruit retailers

on behalf of the Board.

The wholesaler receives 10 per cent commis-

sion and the remainder goes to the Apple and Pear Board. 47
In the early part of the season when supplies are limited,
fruit is sometimes sold by auction direct to the retai 1ers.

This

system is in contrast to the use of the wholesaler where fruit is sold
by

the Board at a nominated price. 48
In addition to the nominated wholesale price and

auction systems, some fruit is delivered direct to the retailer.

This

fruit is usually sold in loose form, as opposed to cartons.
The Board has no direct control over retail prices but mark-up
45A Profile of the New Zealand Apple and Pear Marketing Board, 1979.

p. 8.
46

Rae, p. 3.

47A Profile of the New Zealand Apple and Pear Marketing Board, 1979,

p. 8.

48 K. Mc6il1en, New Zealand.Sales Manager of the Apple and Pear
Board, Interview, 18 Maren 1980.
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is legally restricted to a maximum of 40% for apples and 45% for pears
under a retail price order determined by the Department of Trade and
Industry.

49

It has been shown on several occasions, however, that·

the retailers' mark ups are not infrequently in excess of the 40% or
. ·t s. 50
45%o l 1m1
The retailer is given a quality gua.rantee of 48 hours after .
the fruit is delivered to his premises.

After this period the Board's

control over the fruit ceases and it has no further statutory respons-:1'b·l
1 1·ty. 51

Pre-packaged fruit in polythene bags is, however, guaranteed

by the Board right through the distribution chain to the consumer.
An important part of the Apple and Pear Board's local market
operation is the proc~ssing of fruit.

Since 1962, the Board has

operated a market withdrawal scheme.52 In order to achieve a closer
relationship be'tween supply. and demand on the local market and. to
improve the return to growers, increasing quantities of fruit have
been directed to processing factories in Nelson and Hastings.
This market withdrawal process involves the removal of low
grade fruit from the fresh fruit market.

The Board maintains that

this fruit would otherw-ise act as a 11 drag 11 on the market, preventi:ng
good quality fruit from moving out to the consumer.

The processing

activity is becoming an increasingly integral and important part of
the Board's local market operation because of its role in the disposal
of New Zealand's increasing apple and pear crop.
The crux,·:however, of the Board's function on the local market
is shown in the graph below, depicting the intensive production period

p. 8.

49 A Profile of the New Zealand Apple and Pear Marketing Board, 1979,

50 see Report of the N.Z. Committee of.1nquiry into the Sale and
Distribution of Apples and Pears on the Local Market, 1961, and Rae et al.,
p. 29\1
A Profile of the New Zealand Apple and Pear Marketing Board, 1979,
p. 7 ·52

Ibid., p.9.
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and the gradual .distribution of the drop ove.r ten months .of the
year from the Board's cool stores. 53

TABLE. II
Distrioution·of·Fruit·to·total·Market
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Above the line of the months is shown the intense period ih which the
Board receives apples and pears from growers.

By comparison, the

indicators below the line show the steady release of around 400,000
cases each week onto the local market from February to the following
November.
Finally, the Board has, until recently, experienced a profit
problem on the local market. The Board does not publish separate
accounts for the three sectors of its operation.

It is understood,

I

however, that the Board has only been mak i.ng profits on the 1oca 1
53A Profile of the Neb1 Zealand Apple and Pea:t' Ma:t"keting Boa:t"d., 1973,
p. 11.
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market for about the last ten years. 54 Within these ten years, also,
the Board has experienced losses on the local market operations.
Over the years the Board has not looked upon the local market
as a profit centre. 55 It has always looked to secure a large profit
on the export market in order to finance facilities and keep the
Indus try
Reserve Account on a sound basis.
,
.

Today, the Board endea-

vours to make a reasonable profit on local market operations. 56
whereas, in the 1960s it would appear that the Board was merely attempting to break even locally. 57
Therefore, the Apple and Pear Marketing Board through its local
market operation attempts to maintain a supply of good quality fruit
at reasonable prices to the consumer.

The major features of this

operation are thediversion of suppHes from the domestic market to
other markets and the distrfbution of retail sales over the year
through storage.

Through these the Board attempts to improve the

quality of its fruit, maintain supplies as well as increase net revenue.
The Board 1 ~ operation on the local market has, however, been its
archilles heel.

Its difficulty in acquiring fruit for the local

market and in maintaining a second commercial operation are striking
in comparison with its successes on the export market.
5.

Conclusion
Having discussed the Boardts operation on the local market, its

obligations to the Government, the grower and the consumer, it appears
that the Board is not in a very comfortable position. It is constrained
54Sunde, Deputy Chairman
·
of the Apple and Pear Marketing Board,
Interview, 17 January 1980.
55 McGillen, Interview.
56 Bremner, General Manager of the Apple and Pear Marketing Board,
Interview, 12 January 1980.
57 The Orchardist of New Zealand, September 1965, p. 295.
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by statutory demands which are intended to make it responsive to
both growers and consumers.

These are often conflicting demands and

have profound consequences for the Board's operation on the local
market.

These were discussed at great length in a report prepared

by the Marketing Research Centre at Massey University. 58
The-Massey Report indicated that the Board ~as been unable to
function effectively as a marketing organization because of the conditions under which it had to operate,

For instance, the Report claimed

that because of the task set for the Board to be a monopoly supplier
to the retail market and to accept all fruit submitted which reached
the minimum grading standards, the Board had shown an almost complete
lack of marketing orientation on the local market, and had been able
to ignore or pay little attentton to fruiterer and consumer complaints.
The Report concluded that ending the Board's monopoly would mean that
it would be freed from its. obligatfons to receive all fruit and could
concentrate on competing for the consumers custom in the normal comm·•
erc1a
l -way. 59

These obligations are, however, no more than face any statutory
marketing board.

Statutory control by definition means:

the special limitations and obligations which can be
built into the legal instruments governing a public
body's activities.

60

The statutory framework creates a dual personality for the statutory
marketing board.

On the one hand, they are designed to reflect the

wishes of their constituents, the registered producers on whose
consent their establishment and continuance depend; and on the other
hand, the provisions for protecting the public interest provide perm58 ~e et al.
.
.
Ibid., pp. 72-77.
60 P.J. Giddings, Marketing· Boax'ds and Ministers (England, 1974),

59

p. 81.
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· anent pressure for the Board to set decisions in the wi.der framework
of their likely effect on consumers, distributors and other affected
interests, including Ministers of Parliament.~1 This dual responsibility to producers and the public, 'indeed, puts tension in a Board's
position. This tension is especially evident with the position of
the Apple and Pear Marketing Board,

The Massey report highlighted

the'consequences of this tension on the Board's local market operation.
The Board's local market operation has therefore been put into
perspective, the details of this operation explained and its problems
discussed.

This context, especially the wider statutory framework,

will serve as a useful and important background to an historical
analysis of the Board's performance on the local market.

Part'.'Il

of the thes-is discusses the Boardls performance and identifies the
pressures which may have led to attempts by the Board to improve this
performance.

61 G"dd"
1 ings, p_, 225 •

CHAPTER TWO

THE MODEL

EXIT~ VOICE.AND'LOYALTY

INTRODUCTION
Albert 0. Hirschman's model

1

Exit, Voice and Loyalty' has been

chosen to aid the study of the pip fruit industry because it is simple
and logically clear, and also relevant to the problem being studied.
The model derives its simplicity from a particular field of
political analysis.

It falls broadly within the sphere of the 'economic

approach' to the study of society.

In fact, 'Exit, Voice and

Loyalty• was hailed as a major contribution to this mode of analysis.
It is part of a discipline-wide shift •.. from the sociological toward
the economic study of man because it is in sharp contrast to the
Parsonian approach, which sees man as essentially non-rational and
governed

by enculturated norms and values.

The economic approach

accepts the classical homo-economicus, man as a rational maximiser of
his own advantage. 1
Rational economic theory is deductive and focuses exclusively
on the individual. Models of rational economic theory have strong.
'
explanatory and predictive
powers.

These powers depend on their ability

to explain a wide variety of possibly quite complex empirical facts
about peoples' behaviour in terms of a few relatively simple motivational assumptions.

These assumptions make self-interest virtually

the only motivating force of human behaviour.
Hirschman in 'Exit, Voice and Loyalty' professes an unrestricted
1Ronald Rogow·ski, "Rationalist Theories of Politics: A Midterm
Report, 11 World Politics.) Vol. 30,p. 297.
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spirit, saying that the concepts he develops can be translated into
the language of traditional economical analysis, but by no means do
they uniquely belong there. 2 However, he at no point allows this
spirit to get in the ~ay of a straight 'economic' approach.
The model deals with the relationship between members of an
-organization or a firm's customers and the management.

It focuses on

the customer or member of an organization as the key element for
effectively controlling organizational performance.
Attention is drawn to the value of withdrawing support from an
organization, the 'exit' option, as a means of indicating dissatisfaction, as well as the more conventional political strategy of complaining and voicing demands.

It is through these actions that an

organization receives feedback about its performance.
Hirschman also gives some consideration to the likelihood of an
organization responding to both kinds of action.

He suggests that the

probability of management searching for causes and possible cures for
members or customers' dissatisfaction is variable and is influenced
by a host of factors.
The economic approach to the study of politics is an appropriate
analytic tool to use in the study of change within the pip fruit
industry.

Here we are looking at a political situation which is a] so

economic.

It seems reasonable to assume therefore that 'economic

self-interest' is virtually the only motivating force behind the
behaviour of growers concerned about the marketing of their fruit by
the Apple and Pear Board.
The model highlights the role of 1 extt 1 and 'voice' as political
options within a controlled marketing system such as that which exists
2A.O. Hirschman, Exit, Voice and Loyalty: Responses to Decline in

Firms, Organizations and States, (Massachusetts, 1970), p. vii.
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in the pip fruit industry.

The role of an 'exit' option, for instance,

has been considered in other areas of agricultural politics.

For

example, much of the debate on wool marketing reform, 1967-1972,
revolved around this issue. 3 Similarly, the citrus. industry has ·
for a number of years debated the vexed question of compulsory acquisition of citrus products.

The Citrus Marketing Authority is a stat~

utory organization with similar powers over the acquisition and
distribution of citrus products as the Apple and Pear Board has over
pip fruits. 4
The following is an outline of the framework of 'Exit, Voice
and Loyalty' along with criticisms which have been levelled against
it.

Chapter Three will go on to discuss in greater detail .the applic-

ation of the model to the study of change within the pip fruit industry.

I

THE FRAMEWORK OF "EXIT, VOICE AND LOYALTY" SIMPLY STATED
The framework of Exit, Voice and Loyalty as set out by Albert

0. Hirschman is simple and may be stated in a few words, almost in the
title.

There are two alternative responses to decline in perfonnance

by firms and organizations, namely exit and voice.
Exit simply means that an individual leaves an organization or
opts not to buy a firm's products. 5 Exit belongs to the realm of
economics.

It ts neat - one either exits or one does not and it is

impersonal - face to face confrontation with the finn or organization
is avoided.

Hirschman maintains that

As a result (of exit) revenue declines and management
is impelled to search for ways and means to correct
3H.M. Ensor, Wool Marketing Reform 1967-1972. A Cautionary
Tale. Unpublished M.A. Thesis, University of Canterbury, 1976.
4The Orchardist of New Zealand, July 1979, p. 145.
5Hirschman, p. 4.
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whatever faults have lead to exit.
Voice.

6

To resort to voice, rather than exit, is for the custom-

er or member to make an attempt at changing the practices, policies and

outputs of the firm from which he. buys or the organization to which
he

belongs.

Voice is here defined as any attempt to change, rather

than to escape from,an objectionable state of affairs. 7 · Staying put
and shouting can sometimes put the organization back on the straight
and narrow.

The dissatisfied customers can 1 kick up a fuss' and

thereby force improved quality or service upon a deliquent management.
Hirschman lists several channels for the exercising of voice.
These include individual or collective petitions to the management
directly in charge, appeal to a higher authority with the intention
of forcing a change in management or various types of actions and
protests, including those meant to mobilize ~ublic opinion. 8
Compared to exit, voice is a far more 11 messy11 concept.

It can

be graduated all the way from faint grumbling to violent protest: it
implies articulation of one's critical opinions rather than a private
secret vote and it is direct and straightforward rather than roundabout.
Voice is political action par excellence.
According to Hirschman, voice can come into play alongside or
in lieu of the exit option.
an alternative to exit.

He discusses voice as both a residual and

To discuss voice as a residual implies "who

does not exit must voice 9 The concept of voice subordinate to exit
11 •

implicitly assumes that customers who are faced with decline first decide
whether to shift to another firm, regardless of their ability to

6Hirschman, p. 4.
7 I bi d • , p • 30 .
8 rbid.
g Ibid. , p. · 34 ·.

is
influence the behaviour of the firm from which they usually buy .
"Only if they do not shift does it possibly occur to them to make a
fuss. 1110
The decision to exit may, however, be taken in the light of the
prospects for the effective use of voice.

If customers or members are

sufficiently convinced that voice will be effective they may well
postpone exit.

It appears, therefore, that voice can be a substitute

for exit as well as a complement to it.

In some situations exit will

be a reaction of last resort after voice has failed.

According to

Hirschman, once you have exited you have lost the opportunity to
11

voice but not vice versa. 1111
Finally, the alternatives, exit and V?ice, are said to stand
in inverse relation to one another.

That is, the more likely customers

or members are to choose the exit opti'on, the less likely ,they are
to voice complaints.
Having identified the key channels through which organizations
and firms receive information about and incentives to improve their
performance, the next step is to discuss the relationship between
exit and voice.
The Decision: Exit and/or Voice?
In the case of any particular firm or organization either exit
or voice is likely to dominate and the other mode of action is likely
to be much more limited.

For example, in the case of the normally comp-

etitive firm,exit is clearly the dominant reaction to deterioration
and voice the badly underdeveloped mechanism.

The nature of the

organization is, therefore, one of the key features influencing the

lOH.1 rsc hman, p. 37 •
1l Ibid ..
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choice of mode of action.
Much of Hirschman's analysis in fact centres around the 'choice'

between exit and voice - a choice which can be thought of in costbenefit terms.

Hirschman says that the principal determinants of

the readiness to res9rt to voice when exit is possible are:
(a)

the extent to w~ich customer-members are will1ng to trade

off the certainty of exit against the uncertainties of an improvement
in the deteriorated product.

Technically speaking; 11 voice will occur

when the expected value of the quality resulting from: the exerc,se of
the optimal amount of voice minus the cost of exercising it is higher
than the value of the best that can be obtained without using voice. 1112
tb}

the estimate customers or members have of their ability to

influence the organization ; and
(c)
by

the probability that exit will occur is further complicated

a second term, that of loyalty, conceived of as an imputed inter-

nalised tax on the competing product(s) or organization. 13
Therefore, put simply, the calculation facing the consumer/member
is whether the expected value of the product or new organization after
he has exercised voice is above or below the best available option
not involving voice.

If the best available option involving voice is

exit then exit \'Lill be chosen. 14
The Concept·of Loyalty
For Hirschman, a greater understanding of the conditions favouring the co-existence of exit and voice .is gained by introducing
the concept of ,loyalty.

He says th.at the presence of loyalty makes

12 Brian Barry, 11 Review Article~ Exit, Voice and Loyalty, 11
British Journal of Political Seienee, Vol. 4, 1974, p. 97.
13 Ibi d., p. 77.

14 I b1'd ., p. 91.
.
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exit less likely.

"As a rule loyalty raises the cost of exit, holding

exit at bay, and activates voice, 1115
According to Hirschman loyalty is very functional.

Firstly, it

serves the socially useful purpose of preventing deterioration from
becoming cumulative by neutralising the tendency of the most quality
conscious customers or members to be the first to exit.

He cont~nds

that because of loyalty, the potentially influential customer who
often has a stronger affection for the firm or organization, would
stay longer than they would normally, in the hope or reasoned expectation that reform can be achieved from within. 16 A degree of loyalty
to a firm or organization, therefore, gives that firm or organization
a chance to recuperqte from a.Japse in efficieocy.
Secondly, loyalty is functional because it implies the possibility
of disloyalty that is, exit.

"Whil ~ 1oyal ty postpones exit its very

existence is predicated by the possibi 1ity of exit. 1117 The chances
of voice to function effectively as a recuperation mechanism are
appreciably strengthened if voice is backed up by · the threat of exit,
whether it is made openly or whether the threat is merely well understood to be an element in the situation by all concerned.

All this

creates an element of uncertainty for the firm or organization.
Therefore, loyalty is seen by Hirschman to be a key concept in
the battle between exit and voice.

As a result.of it members may be

locked into their organizations a little longer and thus use the voice
option with greater determination and resourcefulness than would
otherwise be the case.

In addition, because of the possibility of

disloyalty, voice is backed up by the threat of exit.
15 Barry, p. 78.
16 Ibid., p. 79.
l l I bi d • , p• 82 •

Finally,
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"reluctance to exit in spite of disagreement with the organization
is the hallmark of loyalist behaviour. 1118

II

THE REVISED MODEL
Looking for an increase in the internal consistency of the

argument, the following is an extended comnentary on the 'logic of
Albert Hirschman's 'Exit, Voice and Loyalty'.

Several critics have

listed fundamental weaknesses in the model of Exit, Voice and L-0yalty.
Hirschman himself has admitted that parts of the model may have been
weak.

The following discussion deals with the major criticisms

which, if accepted, could substantially modify the model.
(i}

Factors Involved in the Cost-Benefit Analysis
Hirschman' assumes that except for the cos ts associated with

disloyalty, exit is relatively free.

The critics have revised the

costs and benefits of both exit and voice and have reached interesting
conclusions.
Michael Laver and Geoffrey Fougere have both added various
factors to the cost of voice.

Fougere suggests that those who voice

may also suffer the social costs of their activity.
because of the soctal stigma accompanying voice 11 the

He says that
personal embarr-

assment may constitute another formidable voice cost. 1119

Fougere

also believes that there are often considerable opportunity costs
involved in the choice of voice.
The effectiveness of voice may be in doubt: the benefits

to be gained by it are uncertain and (if they occur at all)
expected in the future rather than the present.
20
18Barry, p. 98.
19 G. Fougere, Exit, Voice and the Decay of the Welfare State
Provision of Hospital Care, unpublished M.A. Thesis, University of
Canterbury, 1974, p. 26.
20Ib; d
P• ?7
I

-,

'--It
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Thus, according to Fougere, they must be considerably discounted when
measured against the certain benefits secured by exit.
Laver concludes that while voice may often be costlier than
exit, successful use of the former always reaps higher rewards than
the latter. 21
· On the other hand, arguments ·have been put ,forward con~erning
the reduction of the costs of voice.

Both Barry and Laver maintain

that the costs accruing to the individuals can be drastically reduced
by

the creation of organizations that a11 ow members to share cos ts.

For instance, Laver contends that the existence of consumer crusade
organizations will make firms wary of quality decline and work as
alarm bells, amplifying the little man's voice. 22
Similarly, a little voice may threaten more voice, and
therefore have a stronger impact upon the firm or organization than
might otherwise have been expected.

The objection that nobody will

ever use voice because it is not worthwhile in cost-benefit terms is
weakened in situations where its use by one individual will be
noticed by others.

In effect the voice of one person feeds back into

the model causing dissatisfaction among others. 23 There exists
therefore an element of uncertainty surrounding voice, since voice
not only threatens more dissatisfaction but the possibility of exit.
A firm will therefore be encouraged to act early in order to halt the
cyclical effect of voice.
Thirdly, Hirschman himself admits that in his model he had
overlooked the importance of the preference of the desire for the
21 M. Laver, "Exit, Voice and Loyalty Revisited: The Strategic
Production and Consumption of Public and Private Goods, 11 British
Journal, of PoUtical, Soience, Vol 6, 1976, p. 467,
22 Ibid., p. 466.
23
· . .
Ibid., p. 467.
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participation in public affairs.
the public happiness

This preference, the striving for

g~pd may tend to lower the cos ts of vo·i ce. 24

Whatever public interest is involved, voice may not be felt as a cost,
but as a benefit to.some people and in this way one of the primary
handicaps of voice in relation to exit will be reduced.

By including

the public happiness motivation in his mod~l, Hirschman does in f~ct
answer Barry's criticism of his purely instrumental attitude to
. 25
vo1ce.
For Barry there exists in the model a bias towards exit
the expense of voice.

at

He says that:

while exit requires nothing but a clear cut either-or
decision, voice is essentially an art constantly evolving
in new directions.
· 26
In the choice between voice and exit, voice will often lose out, not
necessarily because it would be less effective than exit, but because
its effectiveness depends on the discovery of new ways of exerting
influence and pressure towards recovery.

Barry therefore maintains

that the presence of the extt alternative can sometimes inhibit the
development of voice.
Finally, Hirschman makes the assumption that the factors
involved in exit are in fact certainties.

However, it is clear that

the benefits of exit are by no means clearly defined.

If the new

organization deteriorates the individual will be in an even worse
position to do anything about it.

Certainty of exit is a very useful

constraint in the cost-benefit calculations outlined above but
certainty may be by no means certain after all! 27
24 A.0. Hirschman, "Exit, Voice and Loyalty, Further Reflections
and a Survey of Recent Contributions, 11 Social Science Information,
13, No. 1, 1974, p. 7.

25 Barry, p. 92.
26 Laver, p. 467.
27 Ibid., p. 474.
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(ii)

The F{rst Motivating Factor
Barry points out that a decline in the quality of performance

is not a necessary condition of the belief tlaat the organization
might do better, but one among several reasons why people might form
this belief. 28 . In consequence, he suggests that the first factor in
the model should not be decline, but belief in the possibi-lity of
improvement.

This belief, for him, is a necessary condition (though

not of course a sufficient condition} for the exercise of voice to be
rational, since there is no point in expressing voice where it is not
believed that an improvement could occur.
Birch, however, assumes that the possibility of improvement is
~lways present and it has to be asked why this possibility only
sometimes becomes salient in the minds of those people whose interests
are affected.

He puts forward a case for adding agitation to the

model and regarding it as a separate factor from voice. 29 Agitators,
according to Birch, arouse feelings of dissatisfaction amongst those
who were previously more or less content with the service or product,
as distinguished from the behaviour of the dissatisfied consumer or
member who complains rather than keei:s silent.
Therefore, the critics have introduced factors which considerably
complicate Hirschman's original cost-benefit analysis.

These influence

the customer or member's choice between exit or voice as a means of
expressing his dissatisfaction about an organization's performance.
Their conclusions relating to the relative costs of exit and voice
will be summarised in diagram form along with further criticisms.
28

Barry, p. 90.
29 A.H. Birch, "Economic Models in Political Science: the Case of
Exit, Voice and Loyalty," British JoU:t>naZ of PoZiticaZ Science.,
Vol 5, 1975, p. 80.
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(iii)

Loyalty
Hirschman's conception of 'loyalty• is the most problematic

part of his model.

In it he falls between two stools.

On the one

hand there are the strictly instrumental concepts relating to rational
choice, while on the other hand are the more value oriented cpncepts
like 1 obligaUon 1 , 'attachments' and 1 af:fections 1 •

•

According to Barry,

Hirschman arrives at a false juxtaposition between the functional and
the rationa1, 30 which leads him to conclude:
Thus, loyalty, far from being irrational, can serve the
socially useful purpose of preventing deterioration from
becoming cumulative.
31
Barry sees loyalty as an exit tax that can only be given a post hoc
value.
It is not a significant phenomenon and cannot be recognised
in itself but is merely invoked as an assumed explanation
of why some people who could be expected to exit do not
in fact do so.
32
Although Barry admits that_ loyalty does seem to reduce the
incidence of voice, he says that- the effect is more conditional than
allowed for by Hirschman.

Barry contends that Hirschman puts things

in the wrong logical relationship when he suggests that it is loyalty
which causes non-exit and non-exit which in turn stimulates voice.
Rather loyalty is manifested in certain circumstances by
voice and may also requi're non-exit as a means to exercise
voice or some other activity aimed at the welfare of
the co 11 ectivity,
33
said Barry.
Birch's criticism of loyalty is much more fundamental than
Barry 1 s.

He believes that loyalty and voice are correlated inversely

30 Barry, pp. 95-96.
31 Hirschman, EXZ,',
·t .Yo~ce
TT·
~ ... , p. 79 .
ana Loya&ty
32
Barry, p. 95.
33 Ibid., p·. 98.
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rather than positively with loyalty meaning a disposition to accept
rather than a disposition to criticise.

Birch maintains that in the

. context of Hirschman's model,
loyalty is one reason why people who stay in an organization despite a decline in its performance may also
refrain from kicking up a fuss.

34

·Finally, the critics agree that to talk of loyalty may serve
as an aid to understand political action.

If the model is to be used

as a guide to empi'rical investigation, however, loyalty could not
play an independent role in the explanatory framework.
(iv)

Voice and Exit - The False Dichotomy
Perhaps the most fundamental problem with Hirschman's model is

his emphasis on the choice between two,and only two,alternatives,
exit and voice.

Critics have shown that exit and voice are not mut-

ually exclusive alternatives, although they have acknowledged that
these courses of action are by no means independent either.
Barry observes that Hirschman has collapsed two separate choices
into one.

There is a choice between exit and non-exit and a further

choice between voice and silence.

Another way of putting this is to

say that one choice is between exit (leaving} and non-exit (staying}
and the other is between voice (actively participating} and silence
(inactivity, non-participation}.

In fact, Barry contends that

In any situation one choice has to be made out of each pair
of options, if only by default.
35

Thus as well as the silent exit and non-exiting voice there is
also the voicing exit and silent non-exit, which could be the more
rational choice.

Barry suggests that it is only in very small groups -

of less than a dozen say - is the expected benefit to one's self from
34 Birch, p, 75.
35 Barry, p. 91.
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the exercise of voice in the pursuit of improvement in general quality
likely to outweigh the costs of exercising it.

Although voice may be

'needed' socially in many cases, the logic of collective action suggests
to Barry that it will not be forthcoming on the basis of any calculations of rational self-interest, and that quality conscious consumers
.denied exit w111 simply suffer in silence. 36
The possibility of exit plus voice corresponds to the case
where someone campaigns for improvements after leaving.

Barry gives

the example of public officials freeing themselves to attack government
policy

by

resigning.

Birch puts forward the idea of retaliation to

substantiate his argument against the idea that voice and exit are
alternative responses, one of which normally excludes the ottler .
.

While this appears to be a reasonable ttlesis in respect of economic
transactions, Birch suggests that in many political situations voice
is only feasible if preceded or quickly fol lowed by exit. 37
Birch takes up Hirschman's example of the relationship between
state and private education to illustrate his argument.

Hirschman

contends that the existence of private schools is dysfunctional
because it enables those who might be the most influential critics of
the state system to take their children out of the system instead of
voicing their criticisms. 38 Birch, however, suggests that parents
of children in state schools do not protest enough, and that this is
because of the fear of retaliation against their children.

He argues

that the existence of private school~ in fact enables some parents
to protest who would not feel able to do so if their children were
locked in the state
system.
.....
'.

Also . they
can
take
their children away
.. .
. .
..
'

36 Barry, p. 92.
37 Birch, p. 75.
38 Hirschmari, Exit., Voice and Loya Uy ... ., · pp. 45-46.
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from the state school and then protest immediately afterwards. 39
Birch is therefore suggesting in this example that parents may be
prepared to protest on altruistic grounds as long as the cost of
doing so is .not substantial.
Birch gives another case, that of public hospitals where people
dare npt complain for fear of retaliation.

He recounts his own

experience of a period spent in a hospital where the nursing care left
a great deal to be desired.
The ward sister suffered from anxiety and migraine; the
morale of the nursing staff was extremely low; and this
was reflected in treatment that was both inconsiderate
and inefficient,
40
said Birch.

Although he was dissatisfied with the treatment he was

getting, Birch decided to remain silent after his first complaint
resulted in painful retali.ation.

He, however, changed his mind about

complaining when one of the patients died as a result of the treatment
he was getting- This complaint did not come until he had arranged
to transfer to a private ward.

Birch concluded by saying

Here, as in the case of the school, exit was not an
alternative to voice but a necessary condition for the
exercise of voice.
41
Finally, these latter criticisms seriously weaken the central
thesis of Exit, Voice and Loyalty, namely that voice and exit are
alternative responses, one of which normally excludes the other.

In

the light of the criticism~ Hirschrnan's Exit, Voice and Loyalty model
must be reformulated.

The diagram below summarises the changes.

The followi_ng points should be noted about this reformulated model.
The motivating factor behind the use of exit or voice is the awareness
of the possibility of improvement.
39 Birch, p. 77.
40 Ibid., p~ 78.
41 I b i d . , p. 79 .
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TABLE I
The Revised Model
Voice
Staying Put
Awareness i_n t h e /
possibility of ............._
improvement
~

Silence

Exit

------

Silence

----------- Vo ;·ce

The options open to the individual have increased so that he
now must make two separate choices.

This, of course, will involve two

separate cost-benefit calculations which will include recognition of
a wider range of factors.

Under these conditions an indi1idual's

decision to voice may have important implications for the model as
a w~ole,

If a person demands change he may alert others to the poss-

ibility that the perfonnance of an organization can be improved.
Voice may, therefore, have a spiralling effect by creating dissatisfaction in others.
Finally, note the absence of loyalty from this model.

Loyalty

rather than adding to the model's explanatory power, was seen to
complicate the relationship between exit and voice.

III

THE RESPONSIVENESS OF ORGANIZATIONS TO EXIT AND VOICE
Discussion of Hirschman 1 s model has so far centred on the

relationship between exit and voice and the likelihood of a consumer
or member using either of these modes of action to communicate dissatisfaction with an organization's performance.

Hirschman mai~tains

37
that in any particular firm or organization either exit or voice are
likely to dominate and the other mode of action is likely to be much
more limited.

Table II shows the kinds of organizations in which

exit or voice are likely to dominate.
TABLE II 42
Use of Exit and Voice in Various
. Types of Organizations

Organizations whose
members react strongly
via

--------...>

Exit

Yes

No

Yes

Voluntary Associations,
competitive political
parties, and some business enterprises, for
example, those selling
output to a few buyers

Family, tribe, nation,
parties in nontotalitarian oneparty systems

No

Competitive business
enterprise in relation
to customers

Patties in one-party
systems, terroristic
groups and criminal
gangs'

Voice

The table brings out the basic contrast between organizations receiving
information on member-customer discontent essentially through exit and
hardly at all through voice, such as business firms in a competitive
market, and the more traditional groupings.

Exit from these groups

is virtually unheard of while voice is available to members in varying
degrees.

It appears, therefore, that the nature of the organization

is one of the key features influencing the choice of action taken by
42 Hirschman, Exit, Voice and Loyalty ... , p. 121.

38

a member or customer dissatisfied with an organization's performance.
As a result of exit and voice, Hirschman ·assumes that change
will occur.

He qualifies this assumption, however, by saying that

the attention of management must be sufficiently focused to the task. 43
He acknowledges that there are cases where
management happens to be inured or indifferent to their ·
(customer/members} particular reaction and thus does
not feel compelled to correct its course.
44
Managers are, however, more likely to fail to respond to exit than
to voice.
Hirschman discusses at length the effect of limited competition
on monopoly suppliers.

For instance, he says that in some situations

a full monopoly may be preferable from the point of recuperation,·
to a monopoly just slightly hampered by competition. 45 This e::ompetition is said to result in revenue losses too small to alert the management to its failings.

Limited competition may also weaken uoice by

drawing from the firm its most vocal customers and lead to sturdy
survival of the firm after their exit.

Consequently, Hirschman

maintains that under some circumstances exit may operate as an incentive
not to improve, but as a license to deteriorate. 46
This limited type of monopoly Hirschman labels as a "lazy monopolist" which welcomes competition as~release from effort and
criticism.

These are most frequently encountered when

monopoly powers rest on location and when mobility
differs strongly from one group of local customers to
another.
Hirschman, Exit, Voice and Loyalty ... , p. 33.
44 Ibid., p. 122.
45 Ibid., p. 55.
46 Ibid., pp. 26-29.
47 Ibid., p. 59.

47

39

He supposes that the mobile customers are those who are most sensitive
to quality and that their exit permits the mo"nopolist to persist in
comfortable mediocrity.
Similarly, an oligopoly is inferior to full monopoly from an
efficiency point of view since exit results only in circulation and
hence is ineffective whilst voice often fails to get mobilised.
Although the incumbent management may initiate changes which correct
decline, Hirschman is of the opinion that they may also be conteot
with 'low level

I

viability. 48

The case of the lazy monopolist and oligopolist is depicted
in Table III, which illustrates situations where an organization
arouses or provokes a reaction from customers to which it is insensitive.

TABLE III

49

Organizations• Sensitivity to Exit and Voice

Organization
is sensitive
primarily to:

Exit

Voice

Decline arouses primarily:
Exit
Voice
Competitive busiOrganizations.where
ness enterprise
dissent is allowed but
institutionalised.
Democratically responPublic enterprise
ive organizations
subject to competicommanding considertion from an alternative mode, lazy oli~ able loyalty from
gopolist corporation - members
shareholder relations

48H1'rschman, E_,'t,
rr
•
wV
VO~ae
and Loya~~t y •••, p o 56 o

49 Ibi.d., p, 55.
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For cases where an organization arouses exit,to which it is far
more insensitive than it would be to voice, corrective policies are
needed.

These would 1nclude efforts to make the organization more

responsive to exit but also efforts to have the members of the organization switch from exit to voice.
Hirschman cautions the reader about what his model cannot
yield.

He maintains that it does not come up with a firm prescription

for some optimal mix of exit and voice, stable over time. 5rr That
is, one the organization would be most sensitive to, and thus most
likely to respond to.

At any one point it is possible to say that.

there is a deficiency of one or other of the two mechanisms.

In order

to retain their ability to fight deterioration, Hirschman s~ys that
organizations th.at rely primarily on one· or two reaction mechanisms
need occasional injections of the other. 51
Finally, the issue of what response is stimulated by exit and
voice needs to be discussed.

Hirschman discusses organizations'

attempts to restrict exit and to choke off voice.

He says

it is the short run interest of management to increase
its own freedom of movement. Management may therefore
attempt to strip members/customers of the weapons they
yield be they exit or voice.
52
He observes that management may manipulate exit and voice to encourage
the particular reaction mode that is least unsettling to it and least
dangerous to its perpetuation in power.
To conclude, it appears that Hirschman's scenario of Exit and
Voice can go wrong at a number of points.

Improvement in an organiz-

ation1s performance does not result automatically from a customer or
50H.1rschman, EX1.-t,
.
•
1
Vo~ce
an d Loya~ty
... , p. 122.

51 Ibid., p. 123.
52 Ibid., p. 125.
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members' use of exit or voice.

It is true to say that exit and voice

potentially provide an organization feedback about its performance,
and thus giving it incentives to improve.

The organization's response

to these mechanisms is, however, dependent upon a number of conditions,
including the nature of the organization itself.

Just as the nature

of the organization is one of the key features influencing the choice.
of action by dissatisfied customers or members, so it is a key feature
determining the organization's response.

To quote Brian Barry:

The fact that something is 'needed' if some postulated
end state is to be achieved, does not on the face of it
provide any reason for expecting it to happen.
53
Part II of this thesis will use the concept of exit and voice
to study change within the pip fruit industry.

This study will

generate conclusions regarding the effectiveness of these strategies
in determining and explaining the performance of the Apple and Pear
Board on the local market.

53

Barry, p. 88.

CHAPTER THREE

THE APPLICATION OF EXIT AND VOICE FOR THE
STUDY OF CHANGE WITHIN THE PIP FRUIT INDUSTRY

Exit and voice are normally discussed for their effects on a
single firm or organization.

Exit and voice, of course, represent

alternative routes via which an organization finds out about its
failings.

In this case they will be studied for their effects in the

New Zealand Apple and Pear Marketing Board.

The focus will be on the

activities of the pip fruit grower and what effect these, if any, have
-

had on the Apple and Pear Board's performance on the local market.
Before discussing the growers' use of exit and voice, it is
important to know exactly what is meant by 11 exi t and voice within the
pip fruit industry".

This will involve identifying the key channels

through which the Apple and Pear Board receives information about its
performance from its growers.

EXIT
An individual is said t6 'exit' when he leaves or opts out of
a particular situation, usually an objectionable state of affairs.

A

grower dissatisfied with the performance of the Apple and Pear Board
on the local market has three exit options.

In addition, a grower

may chose whether to sell some or all of his fruit through the Board.
The followi_ng is a discussion of three forms of exit used by growers.
The first two are divided into two sub-categories and the third category
is arrived at by default only.

43
1.

A grower may sell his fruit direct to a consumer and he can do

this in several ways:
(a) sales direct from the orchard gate,
(b) mail order sales;
(c}

sales to municipal markets and processing factories.

The use of this.option, ho11ever, is restricted by the Apple and Pear
Marketing Act.

Section 43 of the Act concerns permitted sales to the

· consumer:
A grower may sell apples or pears to any customer if the

quantity of such fruit sold at any one time does
2 bushels. Delivery of the fruit must be at the
the grower at which the fruit is grown or at the
of the consumer which are not more than 30 miles
orchard at which the fruit is grown.

not exceed
orchard of
premises
from the
1

And in order to sell fruit to either a processing factory or at a municipal market, the grower must obtain a license from the Board.
2.

A grower can black market his fruit by selling it illegally.

There are two common forms of illegal selling - selling at the orchard
gate fruit not grown on the orchard and the selling of fruit direct to
retailers.

""_Q

The activities of the black market~r must not be confused
'·

with those of the legitimate gate sale operator.
3.

A grower may exit totally from the pip fruit industry by selling

his property or pulling out his trees.
Putting these options in perspective, it becomes apparent that
only the third option represents a total exit from the controlled
marketing system.

Only by selling his orchard or pulling out his

~

.

apple trees and switching to another crop can the grower tru~ly be
\
free from the restraints placed on the marketing of fruit within New
-

Zealand.
At the same time, however, the act of total exit from the
1Apple and·Pear Marketing Act, s. 43.
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industry is probably less important as an expression of dissatisfaction
with the Apple and Pear Board and would have less of an impact on the
way the Board operates in comparison with the growers who exit within
the industry, for a number of reasons.

If the exiting grower sells

his orchard as a going concern, the transfer of ownership may improve
production levels and speed the introduction of innovation.

Similarly,

it is more than likely that the grower who cuts down his trees is in
a marginal. pip fruit growing area or they were of the older, less
popular varieties.

From the Board's point of view it would welcome

both of these changes.
As far as Hirschman's ideas are concerned, the grower exiting
totally from the industry may not necessarily be trying to tel1 the
Apple and Pear Board that its performance has been poor or that changes
are. needed to its operation.

There has not been a 'mass' movement of

growers from the pip fruit industry and,as far as this analysis is
concerned, the impact of those growers who have left through this
channel does not warrant further examination.
The crucial growers are therefore those who remain in the industry but choose not to sell through the Apple and Pear Board.

It is

the impact of their activities on the Board which the analysis will
evaluate.

The following is an examination of the geographical limita-

tions on the growers' use of gate sales and an analysis of the decision
to exit.
1.

Geographical Limitations
Not only are there rules governing the sale of apples and pears

direct to the consumer, but certain ge_ographical constraints limit the
areas in which growers may take advantage of the option.

In practice,

only those growers -close to subs tan ti al numbers of consumers can really
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take full advantage of the provision that growers may sell fruit
directly to consumers.

In theoretical terms, therefore, not all

growers may use this exit option.

For the direct selling exit option

to be viable a grower must be situated in close proximity to a large
urban area.
The fruit growing districts with the largest incidence of dire.ct
selling are Canterbury and Auckland.

It is estimated that in Auckland

alone, 78 per cent of the local market fruit is sold outside the Apple
and Pear Board. 2 And of Auckland's 250 growers, it is estimated that
50 per cent of these growers sell on the roadside only, 3 and therefore,

supply no fruit to the Board whatsoe\/er.
Fruit is sold direct to the consumer i.n the larger fruit growing
districts of Hawkes Bay and Nelson, but to a much more limited degree.
to that occurring in Auckland and Canterbury.

In addition, only 25

per cent of the crop_from each of these districts is directed to the
local market, 4 mostly through Board channels.

The balance of the

crop from these areas is exported.
The geographical limitations which stop some growers from

taking advantage of the legal option of sales direct to the consumer,
combined with the statutory restrictions on these sales, make; the
illegal selling of fruit an attractive alternative for some growers.
Growers in outlying districts from the main centres, and in Hawkes
Bay and Nelson, for instance, have been knw6n to take truckloads of
apples to other parts of the country for sale on the blackmarket, such
as to retailers on.the.West Coast or.in.Auckland, 5
2Ministry of Agriculture _and Fisheries Tree Survey of the Auckland
District~ 1978,
3v. Sunde, Deputy Chairman of the Apple and Pear Marketing Board,

Interview.
4 Ibid.
511 Apple Marketing," Dateline Monday.Television New Zealand, and
documented evidence from The Orchardist of New Zealand, 16 January

1980.
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Similarly, growers deprived of a viable gate sale alternative
may illegally sell their fruit through the gate of another orchardist,
who may have the advantage of being situated on a main highway or
close to a large town.

Alternatively, the grower may in fact transport

his own fruit for sale to a consumer who lives further than 30 miles
from his orchard gate.
The Decision to Exit ~·cost-Benefit Analysis

2.

According to Hirschman, the decision to exit or voice depends
on the extent to which customer-members are willing to trade off the
certainty of exit as against the uncertainties of an improvement in the
deteriorated product or organization's performance.

Although this

assumption is purely hypothetical, it is clear that a decision to exit ·
has been made by some pip fruit growers.
It may seem at the outset tronic that these growers should
choose to sell their fruit direct to the consumer or to sell their
fruit iliegally, rather than send their fruit to the Apple and Pear
Board for a_ guaranteed return.
several

As will be shown, however, there are

reasons why a grower should choose to do so.

The exit altern-

ative for these growers is in fact an economic certainty and is economically advantageous.

la}

The Certainty·of·Higher·Reward
For the grower selling fruit direct to the public, there exists

the certainty of higher rewards. With the middleman cut out, that is
the Apple and Pear Board,_ the gate seller can charge prices lower than
the consumer would pay in the shops and still attain a higher price than
that paid by the Board for the same fruit.

For example, the grower

may receive 10 cents per kilogram of fruit from the Board compared
with 40 cents per kilogram he could get at the gate. 6
6G. Ward, President of the Fruitgrowers' Federation, Interview.
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Similarly, the black marketer who sells his fruit illegally
direct to the retailer gets a substantial reward for his effort.

The

g,riower charges the retailer a price far lower than that at which the
Board would sell the fruit, and yet the grower receives more for his
fruit than the Board would pay him.

For example, a case of apples

may sell for $10.00 or more on the local market to the· retailer from
the Board.

The grower may get $3.00 of this price.

Thus, compared

with fruit sold·on.the black market, the Board's mark up to the
retailer may be as high as 300 or 400 per cent. 7
There is no question that a substantial monetary incentive exists
to influence the growers' decision to exit from the normal marketing
channels of the Apple and Pear Board.

Several gate sellers and .black

marketers have stated unequivocally that the decision to exit is all
a matter of economics.

"We want to stay in business II or 11 we cannot

survive on the prices the Board pays for apples 118 is the usual reply
to questions about motivation directed at the gate seller or black
marketer.
lb}

The Certainty·of·oernand
Because the gate seller or black marketer can easily undercut

Board prices and still make a profit on his fruit, there exists a
certain demand for fruit sold via these channels.

One Auckland grower

commented:
We had gate sales forced upon us.
close our doors we couldn't.

If we tried to
9

Coupled with the demand for cheaper fruit is a demand for
orchard-fresh frutt.

Gate sellers claim that their fruit is fresher
;

and of higher
that
.
. quality
.
.
' ...
·,t" . much
' .. ' ' of
' . . the' ' Board
... ' ' . fruit.
.
.

The trend towards

7Brian Connelly, Au~kland grower, Interview, 17 January 1980.
811 Apple Marketing", DateZine Monday.

9o. Suckling, Auckland grower, Interview.
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buying fresh fruit direct from the orchard, however, is not a new
phenomenon.

The 1961 Committee of Inquiry into the Sale and Distri-

bution of Apples and Pears on the Local Market commented:
It is not difficult for New Zealand customers willing
to buy fruit in case lots to arrange mail order delivery.
It is even less difficult for the customer who possesses
a motor car to pick up nis weekly supplies of fruit and
vegetables during his weekend runs out of the city. · 10.
Today there is also a trend towards

11

pick your own" sales and

gate sellers lucky enough to be situated on the main arterial routes
in and out of the major cities of a fruitgrowing district can count on
commuter support.

There is, however, one qualification to be added to

todays circumstances - the impact of the fuel crisis, the imposition
of a carless day scheme and the prospect of fuel rationi~g.

The

certainty of demand for fruit direct from the orchard may not be certain
after al 1.

This is especially the case with the grower who is.situated

on the outer limits of the 30 mile cartage restriction on apples and
pears from the orchard and who reli'es heavily on patronage from the
weekend traveller.
· (c}

The Board's Golden Umbrella
Finally, the decision to sell fruit direct to the consumer or

illegally to the retailer is made to look even more rational because
of the Apple and Pear Board umbrella.

Remembering that the Board is

obliged to accept any fruit which is up to grade, growers enjoy the
shelter of this umbrella.

Growers take advantage of this shelter by

making a convenience of the Board, expecting tt to take any fruit they
cannot sell at the gate.
Similarly, the existence of the controlled market and the Board's
strategy of directing
low quality
fresh
fruit
to processing not only
. . .
.
.
.
.
. .
.

.

.

'

.

.

.

.

'

lOReport ofth.
. Corromttee
•
••
-, an d
e ~961
o f Inqu~ry
~nto t h e Sa&e
Distribution of.Apples and Pears on the LocaZ Market, p. 48.

49

raises prices charged by the Board at retail ,level, it also ailows
prices charged in the direct sales market to be higher than they
would otherwise be.

This policy also leads to demand expansion in

)

the direct sl 9es market.
t

The 1961 Committee of Inquiry referred to the Board's 'golden
umbrella 1 :
the very existence of a controlled market the size of that
operated by the Apple and Pear Bao rd makes it profitable.
for the grower, if he be so minded, to short circuit
intermediate costs and to deal direct with the consumer
for the sale of at least part of his crop, under the
golden umbrella.
11
Quite apart from the quantities involved, the Board maintains that the
best varieties and sizes are, in many cases, sold through other
channels.

Growers are then able to get rid of fr~it not easily sold

at the gate - usually unpopular sizes and ~arieties and often the more
mature fruit, with a shorter life expectancy - by sending it to the
I

Board's receiving depots where it must be accpeted if the grading
regulations have been complied with.
It is the 'golden umbrella' which makes the demand at the
gate look so certain.

A grower knows that he does not have to find

markets for all of his fruit, he only has to sell to the buyers who
come along.

Therefore, the grower who:sells direct to the consumer or

illegally to the retailer, not only has a geographical advantage over
those growers with no alternative, they also have a huge economical
advantage.

Indeed, they have the best of both worlds.

Conclusion
There exists, therefore, several alternative avenues for a
grower to dispose of his apple and pear crop.

The grower may allocate

his fruit betweeD two possible markets~ the.Board, or the direct
11
..
Report of the 1961 Committee .••• , p. 48.
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sales market.

On the other hand, the grower may sell his fruit illeg-

ally to the fruit retailer.
It is clear that in cost-benefit terms the decision of a grower
to dispose of all or some of his crop outside the orthodox Board
channels is in fact an economic certainty.

The Board's controlled

marketing scheme n;iakes it a profitable business, both because of the
differentials involved and because of the availability of the Board as
a backstop for unsold fruit,
he needs.

both of which give the grower the security

Economics is the reason behind the growers' decision to

exit and dispose of their fruit through alternatives other than the
App1e and Pear Marketing Board.

It· is a deliberate and calculated

rational move on tfie· part of the growers.

VOICE
Voice is defined as any attempt by an individual to change rather
than escape from an objectionable state of affairs.

Like exit, it has

the function of alerting a firm or organization to its failings.

To

develop voice within an organization, however, is synonymous with the
history of democratic control through the 'articulation and aggregation
of opinions and interests. 12 How then can this general concept be
applied to a study of change within the pip fruit industry?
· This study will concentrate on the articulation and aggregation
of grower interests with particular emphasis on calls from growers for
change concerning the Board's local market operation.

Growers are

viewed as the key elements for effectively controlling the Apple and
Pear Marketing Board's performance on the local market.
According
to Douglas ..Rae,. . however,
.... ' . ' ...
..
'.'

'

'

12 H1rsc
·
hman,
. Exi.,
. ·t Vo~ae
. an d Loyav1 t y ••• , p. 55
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You could not study the uses of voice without analysing
the authority structures guaranteeing the. right to be
heard, the right to influence the control of the organization.
·
13
Before looking more specifically at the kinds of demands growers have
been placing on the Apple and Pear Marketing Board, it is essential,
therefore, that we look at the channels used by growers for the articulation of their interests.
Hirschman lists several channels for the exercising of voice.
The individual or group may place demands on the management directly
in charge; or may appeal to a higher authority with the intention of
forcing change; or the individual may mobilise public opinion for his
cause. 14 Growers have available to them three channels for effecting
change within the industry.

The formal channel through which growers·

may place demands on the Apple and Pear Marketing Board is the New
Zealand Fruitgrowers' Federation, the political wing of the

industry.

Growers, on the other hand, may take their demands directly to Government.

They may also encourage the support of the public.

1.

Formal Channel·: The

New Zealand Fruitgrowers Federation
1

The Fruitgrowers' -Federation is the formal link between the
grower and the Apple and Pear Board.

The Federation was established

in 1916 and may be defined as:
an organization which unites New Zealand fruitgrowers into
one central group with a collective voice in dealing
with Government and others in matters of interest to
fruitgrowers.
15
It was the collective voice of the Dederation in the years preceding
13 oougl as Rae, in Stein Rokkan, Po l iti cs Between Economy and
Culture. An International Seminar on Albert 0. Hirschman's 'Exit,
Voice and Loylaty', 11 Social, Science Information., Vol. XIII, 1974,
No.1.,p.32.
14 Hirschman, Exit., Voice and LoyaZty ... ., p. _30.
15 The Orchardist of New ZeaZand., Vol. 38, July 1965, p. 205.
11
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1948 which led to the establishment of the Apple and Pear Marketing
Board.
It must be emphasised from the outset that the Fruitgrowers 1
Federation is a fed2ration of all kinds of fruitgrowers.

It is not

solely an apple growers' organization nor is it interested only in
matters of interest to.the pip fruit grower.
As the political wing of the pip fruit industry, the Fruitgrowers I Federation is the media tor between th·e grower and the Board.
The Federation is essentially the growers• mouthpiece or instrument of
voice and it is through the Federation that the grower may influence
Apple and Pear Marketing Board decisions. "Groups of people are
involved· in the affairs of the industry at various levels. 1116

It is

.

through these groups within the Federation that growers are able to
communicate their interests and demands to Board members and management
and vice versa.

In effect this means that one organization is grafted

onto another, with the Board present at all levels of the Federation's
hierarchy.

Tnis pattern of communication is discussed below.

{See

also Table I.)
1.

The Association
Growers belong to Associations of which there are 30 throughout

New Zealand.

The Associations have anywhere between 10 and 16 members

and form the base of the Fruitgrowers' Eederation.

At grower meetings

which are held monthly growers discuss many aspects of the fruit
growing industry or of the pip fruit industry in particular.

Any

problems or changes concerning Apple and Pear Board policy are discussed
by growers at these meetings.
Apple and Pear Board
members
attend
some
of these meetings, but
.
..
.
.
.

23

.

'

'

16 tteywood, Director of the Fruitgrowers' Federation, interview,
January 1980.
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TABLE I
The Structure of the New Zealand
Fruitgrowers Federation
1

At least twice monthly
contact - - - - - DIRECTORS ,I
between Board and
Di rectora te

.

r- - -

I

DOMINION CONFERENCE!

Board 'members and
managemen t ·at
all confe rences
I

' -

PROVI_NCIAL

ADVISORY

CONFERENCE

COMMITTEE

--

I GROWER ASSOCIATIONS -G R O WE R S

-- - -- .

Board representatives
- - - on the Cammi ttee

Board member attend
- - some Association
meetings

___ Newsletters to growers.
Personal contact
between grower and
member or Branch
manager

communication channels with the New Zealand
Apple and Pear Board.
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no details of attendance are available.

It undoubtedly varies from

Association to Association and member to member.

It would be fair to

say, however, that Canterbury and Otago Associations, for instance,
do not meet with Board members as frequently as Associations in
other districts, mainly because neither of these districts have Board
members. living in the·J.r areas.
2.

The.District Advisory Committee
Each Association is represented on a district Committee.

"It

is the duty of the:Committee to act as an advisory committee to the
Dir~ctors of the Federation. 1117 The Di rectors of the Federation may
also appoint other persons to act with the Advisory C6mmittee, such as
officials from the Horticulture Division of the Department of Agriculture and Fisheries, and members of the Apple and Pear Marketing Board.
The Advisory Committee is viewed by pip fruit growers to be a
vital link between themselves and the Board. Through their representatives growers are able to voice any dissatisfaction they may have
with any aspect of the Board's operation.

The Apple and Pear Board,

on the other hand, uses the Advisory Committee meeting to discuss forthcoming policy changes.

These changes are reported back to the growers'

Associ"ations by committee members. 18
The Advisory Committee represents an important link _in formulating combined poli'cy between the Associations, Fruitgrowers I Federation and the Apple and Pear Board.

In effect, the Board uses these

committees as a soundi_ng board on which to base many of its decisions.
3.

Provincial Conference
Still on a district level,. growers elect delegates from among
17'1!he Rules of the Fruitgrowers' Federation, 1969, p. 18.
18A. Scott, Board member, interview.
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themselves to represent their Association at the Provincial Conference
of their district.

The Provincial Conferences are h~ld annually in

Canterbury, Otago, Nelson, Hawkes Bay, Bay of Plenty and Auckland.
According to the Fruitgrowers' Federation Rules, representation
at these conferences is one delegate to every ten growers or fraction
thereof.

The Secretary to the Federation decides the proportion

of representation that each Association is entitled to at Provincial
Conferences, on the basis of membership. 19
Each year, Associations hold meetings to consider remits to be
discussed at Conference.
forward

by

The remits have earlier in the year been put

all Associations who have a particular issue they feel

needs discussing.

A majority vote is usually needed in order for a

remit to be put forward by one Association, however often if an individual feels strongly enough about an issue a remit will be put forward.
Remits can and do cover every phase of the Federation's activities
and those of the Apple and Pear Marketing Board as well. 20
Representatives of the Apple and Pear Board attend Provincial
Conferences (by invitation) and discuss with Association representatives
at each Conference remits on Apple and Pear Board matters.

These

representatives may include Board members and management.
4.

The Directorate

Delegates at Provincial Conferences each year elect or re-elect
a Director to represent that district on the Federation's Directorate.
Directors are elected for a term of three years and are responsible for
the overall management and control of the Fruitgrowers' Federation.
According to Nelson's director, Paul Heywood,
The Director's first duty is to represent the growers
in his district and to put forward their argument. Their
19 The Rules of the Fruitgrowers' Federation, 1969, p. 12.

20 Heywood, interview.
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second duty is to vote according to their own conscience
as it affects the whole industry.
21
As mentioned eailier, the Federation Director is part of the
District Advisory Committee.

Any problems which cannot be resolved

by the Committee are taken to Directors' meetings, which are held
every month.

The Federation Directors rely on the Advisory Committees

for communication and dissemination of infonnation to growers.

It.is

through the Advisory Committees that the Directors may attempt to
gauge the feeling of the districts on a particular matter and then
enable them to come to a decision in Wellington.
It is also the duty of the Directorate to choose the grower
Board members to fulfill any vacancies which arise.

Nominations for

Board members come from the Associations and are discussed at Advisory
level.

From discussions with the Advisory Committees the Directorate

chooses the grower to be appointed as Board member. 22
It must be noted that the grower members of the Apple and Pear
Board in theory represent the total industry rather than one particular
district.

From nominations the Directors are free to choose a grower

from any district.

Similarly, each Association is at liberty to

nominate a grower from·~ district for the position of Board member.
Today grower members come from Auckland, Nelson and Hawkes Bay
districts.
The Federation Directors are in almost continuous communication
with the Apple and Pear Board concerning industry matters.

They meet

with Board members at least two times a month.
5.

Dominion Conference
So far it has been shown that comnunication between the Apple

and_Pear_B~ard and the_grower occurs at each level of the Fruitgrowers 1
Heywood, interview.
22 w
d rn
. t erv1ew.
.
ar,
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Federation - Association, Advisory, Provincial and Directorate level.
At any of these _levels growers can and do make their wishes known
to the Apple and Pear Board.
However, by far the most widely used and effective channel of.
conmunication between Board and grower is the Fruitgrowers' Federation
Annual Dominion Conference.

It is through the remit system of Dominion

Conference that growers are able to apply pressure and influence to the
· Apple and Pear Board decisions.
Delegates to Dominion Conference are elected by the Provincial
Conference of each district. 23 Therefore, although the growers themselves within each Association elect delegates for Provincial Conference, it is these delegates who in turn elect representatives from the
district to attend the Dominion Conference,
The Advisory Committee for each district determines the basis
on which the delegates to represent that district at Dominion Conference shall be elected.

If the Advisory Committee cannot come to an

agreement on the basis of representation and/or method of election,
. t ors may ma kea dec1s1on.
. . 24
th e D1rec
At present, the ~allowing is the district representation at
Dominion Conference:
Auckland
Hawkes Bay
Nelson/Marlborough
Canterbury
Poverty Bay
Otago

5 Delegates
7
8
3

l 25

5

The actual initial criteria used in deciding representation is not
clear.

There have been through the years a number of discussions at

Annual Conference on the question of representation.

According to Mr

23The Rules of the Fruitgrowers' Federation, 1969, p. 13.

24 Ibid.
25Fruitgro~ers' Federation Remit Book, 1979, p. 5.
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Wood:
it would seem from a study of the records that the
present system really had its genesis in 1925 when a
recommendation as to district distribution of 26 dele. gates was approved by Conference.
26
Growers from the major fruit growing districts, Nelson and
Hawkes Bay, have in the past advocated that the basis of representation
be on either numbers of growers, production or a combination of both
factors.

They feel that they are not adequately represented. 27

Delegates to Dominion Conference, of course, represent stone
fruit growers as well as pip fruit growers,

All delegates, however,

are able to vote on matters affecting the pip fruit or .stone fruit
industry. Also, it is clear that the pip fruit matters have dominated
successive conferences, with around 60 per cent of'remits each year
pertaining to the industry.

In addition to remits concerning the

marketing of pip fruit and stone fruit, others include general trading
matters of the Fruitgrowers' Federation, research into horticulture,
and the inspection and grading of fruit,
Remits each year, therefore, come from Association to Provincial
Conference~ where they are discussed, and then on to Dominion Conference~ where they are voted on, At Conference delegates are free to
vote along the lines discussed at Provincial Conference, according to
the wishes of the Association they represent or according to their own
conscience,

A delegate may even abstain from voting.

There is no filtering or grading process for remits directed to
Domtnion Conference, and on occasions almost identical remits come up
for discussion year after year.
. _QQWE;?VE;?f,

The Chairman of the Coniierence may,

.\'!Hlt. tf)f;!._~E;?.11;!g~t~$'. .~i$h!;!s, _group_simil~r remits _togetner.

26 G.-E. Wood, Report on·N.Z. FPUitgrowers' Federation Ltd. Representation at Annuai Dominion Conference, June 1967, p. 2.
27

·
Ibid., p. 3.
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The remits themselves are printed in the Conference Remit Book.· They
therefore give a clear and accurate indication of grower feeling at
any one time.

This is important when detennining the kinds of demands

growers have been placing on the Apple and Pear Board ..
Directors consider all remits that are carried at Dominion
Conference and direct remits to the appropriate channels to be acted
on.

These channels include government departments, agricultural

·colleges as well as the Apple and Pear Marketing Board.
Therefore Dominion Conference is both important as a venue for
discussion between growers and the Board and for the remit system as
a channel through which growers can place demands on the App.le and
Pear Marketing Board.

It is through the remit system that growers

are guaranteed a right to be heard and may influence Apple and Pear·
Marketing Board policy.

Finally, examination of remits to successive

conferences gives a clear indication of the kinds of demands growers
have been placing on the Apple and Pear Marketing Board.
2.

Informal Channels

la}

The Government
In addition to extensive use of the Fruitgrowers' federation as

a channel through which growers may place demands on the Apple and
Pear Board, growers may also use other more informal channels for
effecting change. These include the government and the public.
It must be remembered that although the growers' voice is amplified and co-ordinated through the Pruitgrowers' Federation, only
those remits carried by majority vote at Dominion Conference are likely
to be acted upon by the Board.

Within the Fruitgrowers' federation,

as with other organizations, minority groups do exist.
Similarly, although a remit concerning the Apple and Pear
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Marketing Act itself may be carried at Dominion Conference, the Act
cannot be changed at the Conference itself.

The Apple and Pear Board,

too, does not have the power to change the Act.

The Board derives

its powers from the statutes and therefore must ·make representation
to Government to change the Apple and Pear Marketing Act.

Usually,

. the Board and the Directors of the Fruitgrowers' Federation together, ,
on behalf of the growers, make representations to Government to change
_the Act, and thus satisfy the needs of any parti cui ar remit.
For these reasons, growers sometimes attempt to influence Government into making changes to the Act or into applying pressure to the
Apple and Pear Marketing Board.

Growers may take their demands to

Government either before or after th~ir views have been aired at Dominion Conference.
This may mean. individual representa_tions to the Minister of
Agriculture and Fisheries or the Under-Secretary for Agriculture, to
discuss an issue. This is especially true of minority groups whose
remits have been lost at Dominion Conference.
Growers can and do petition Parliament if there is a particular
issue that they feel strongly about, usually an injustice they feel needs
rectifying. Similarly, growers have made individual submissions to two
Parliamentary Committees of Inquiry into aspects of the pip fruit
industry.

In addition to attempting to influence the Government

through representation to Cabinet Ministers or petitions to Parliament,
. growers may make their views known to individual Members of Parliament
in the hope of securing their support over an issue.
·(bl

Appea1·to·others
As well as the Government or individual Members of Parliament,

. growers sometimes appeal to sections of the community with interests
in the pip fruit industry.

Groups of dissatisfied growers may seek
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fruit retailers, wholesaler or consumer support on an issue.

This

support is especially important when these demands involve changes to
the Apple and Pear Marketing Act,
Growers may seek the support of these groups through the use of
the media, through the circulation of petitions or through public
meetings or protests.

All of these avenues have been used by growers.

CONCLUSION
The concepts of exit and voice are therefore applicable to the
study of change within the pip fruit industry,

Together they spell

out the ways in which growers can communicate their dissatisfaction
with the performance of the Apple and Pear Marketing.Board.
'\

Growers were shown to have three alternatives to disposing of
their crop through the Apple and Pear Board.

The opportunities for

direct sales to the consumer and of black marketing were, however,
because of Regulations, seen to be only 'partial' exit alternatives~
Nevertheless, it is the consequences of growers' use of these alternatives on the performance of the Board on the local market, which is
important for this study.
Growers were also seen to articulate their demands concerning

f

the performance of the Board via three channels.
and accessible of these channels

/s

The most important

the Fruitgrowers' Federation.

The Federation's remit system operates as a guaranteed way in which
. growers can place demands on the Apple and Pear Board and thereby
attempt to influence the Board's performance.

It is, however, not

uncommon for growers to by~pass the Fruitgrowers' Federation and
take their demands directly to Government, in the hope of effecting
change.

Growers may also encourage public support.
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Part II of this thesis will discuss the growers use of these
types of action.

The section has been divided into four chapters

covering specific time periods of the Apple and Pear Board's histo.ry.
Within each chapter the incidence of grower exit is documented and
represents an indication of the kind of environment the Board was
operating in at any particular stage. The extent of thi,s exit is
measured by the percentage of fruit sold on the local market, handled/
not handled by the Board in any given year.
The discussion of growers' use of voice centres on three themes.
These themes concern the Board's performance on the local market: the
issue of the control of the local market; improvements to the Board's
marketingt:operation; ?nd the prices growers were receiving from the
Board for their fruit.

Discussion of each of these themes varies

from one period to another.

For instance, discussion of grower

demands concerning prices does not begin until 1968.
The analysis of 'voice' is dominated by remits and discussion
from successive Domin~on Conferences.

The remits give a clear indica-

tion of the kinds of demands growers were placing on the Board in any
period, as well as the areas the demands were forming from.

Growers

use of·a11 channels is, however, examined.
Finally, there is an examination of the ways in which the Apple
and Pear Board responded to these grower actions.

Emphasis is on

detennini'ng Board attempts at improving its performance on the local
market.

Exit and voice either separately or a combination of the

two, should therefore·explain Apple and Pear Board action during any
period.

CHAPTER FOUR

1948. - 1958

INTRODUCTION
During 1948-1958 the initial foundation of the Apple and Pear
Board relationship with the grower was established.

This analysis

traces the development of this relationship prior to 1959.

The growers'

use of 'exit' and voice as a means of channelling their interests,
1

1

concerning the Board's performance on the local market are discussed.
The growers' use of the exit option is.indicated by the extent to
which they availed themselves of the gate sale and illegal black market
alternatives for dis~osing of their fruit.

The use of exit is, there-

fore, measured in terms of the percentage of fres:h fruit available
for the local market handled/not handled by the Board.
Growers' use of the v{b~e option is also discussed and a pattern
of early grower demands identified.

These demands were channelled

through the Fruitgrowers I Federation remit sys tern.
themes running through these demands.
of the control of the local market.

There were two

The first concerned the issue
Growers were divided between

those who wanted to see the local market more tightly controlled and
those who wanted freedom for gate sellers to be increased or at the
very least maintained, ·Growers also wanted the Board to stop the
incidence of black marketing.
A second theme concerned the Board's marketing operation on the
local market.

Growers were calling on the Board to improve all facets

of this operation.

Finally, the Apple and Pear Board's response to
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both types of action is discussed.

Board action concerning changes to

its operation on the local market is related back to growers' voice
and exit in an effort to establish a relationship between the two.

1,.

EXIT
'
Early Apple and Pear Board Annual Reports
indicated that the

.volume of fruit sold by growers direct to the consumer increased during
the 1950s.

The figures in Appendix I highlight ·the extent of thfs

trade. 1 On average, 71.5% of the fruit available for the local market
was handled by the Apple and Pear Board during 1948-1958. 2 Conversely,
arouna 28.5% of each year's crop was sold through channels outside the
Apple and Pear Marketing Board.· The actual percentage of fruit
~arketed·by the Board, however, fluctuated during this period.

It was

highest in 1958 when the Board handled 75.2% of local market fruit and
lowest in 1953 when it handled only 64.17% of this fruit.

Diagram

I shows a fluctuating, but increasing, trend towards sales on the
domestic market through channels outside the Apple and Pear Board.
Included in the calculations of fruit available for the local
market and handled/not handled by the Board was fruit sold on the black
market.

The Board gave the black market trade special attention dn its

Annual Reports during the 1950s.

It commented that the incidence of

black marketing was increasing in the ealy 1950s but had stabilised by
around 1955.

1see Appendix I,
2This average does not include the figure for 1951. On account
of the national waterfront strike quite a considerable proportion of
the marketable crop was not, in fact, marketed.
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DIAGRAM I

Percentage of Domestic Sales Handled by
The Apple and Pear Board 1949-1958
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VOICE

1.

Control of the Local Market
Early in the 1950s growers were divided over the question of

the extent to which the local market should be controlled.

Growers

from Nelson, Hawkes Bay, Auckland, Poverty Bay and Marlborough were
calling on the Board to restrict sales through other channels. 3 They
wanted regulations to be introduced and enforced prohibiting all sales
of apples and pears with the exception of sales to customers at the
orchard gate.

This would have the effect of making illegal the use of

mail order sales which was provided for in the 1949 Apple and Pear
3Fruitgrowers' Federation Remit Book, 1950.
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Marketing Regulations.

The growers warned the industry of the dangers

of unrestricted direct sales of fruit.

They believed that the elimin-

ation of mail order sales would "stop the abuse of the two case limit
on fruit sold direct to customers. ,.4
Marlborough

and Poverty Bay delegations at Dominion Confernece

in 1950 ca 11 ed for even more severe restrictions to be pl aced on the
sales of fruit outside Apple and Pear Board channels.

A Marlborough

remit called for the Board to take over the sale and distribution of
-all apples and pears. 5 They contended that "dribbling little two

case lots are undermining the marketing organization. 116
Growers from Auckland and Hawkes Bay also wanted the Board to
control the pricing and quality of fruit sold directly to consumers.
Hawkes Bay growers demanded that the Board be empowered to fix prices
of all domestic sales, including direct sales, whilst Auckland saw the
need for regulationstci ensure that growers did not advertise fruit
for sale for less than the price set

by

the Board for its fruit.

Similarly, Auckland~rowers called on the Board to take action against
Ute sale of inferior quality fruit from roadside stalls. 7
Finally, in the early 1950s, Hawkes Bay, Nelson and Auckland
growers were also calling on the Board to take steps to eliminate
completely the incidence of black marketing.

These growers believed

that black marketing resulted directly from gate sales. 8
Counter to the demands for tighter restrictions to be placed on
the sale of fruit outside the Apple and Pear Board, Canterbury growers
_-~~lled for a loosening of the restrictions.
4The Orchardist of New Zealand,
5Fruitgrowers' Federation Remit
6The Orchardist of New Zealand,
7Fruitgrowers' Federation Remit

8Ibid., 1949, 1951 and 1955.

By contrast, these growers

September 1950, p. 8,
Book, 1950,

October 1950, p. 373.
Book, 1951-1952.
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claimed that:
genuine domestic sales did not undermine the fruit
marketing scheme and were the most efficient distribution method possible.

9

A Canterbury remit in 1950 called for growers to be allowed to
sell five cases of fruit direct to consumers instead of the permissible
two. 10

In 1951 Canterbury growers demanded that all restrictions on·

the sale of apples and pears to consumers be abolished.

The~ demanded

that private order trade be retained. 11
In addition to calling for a loosening of restrictions preventing
them from selling freely to consumers

Canterbury growers also wanted

to be able to sell fruit to retailers.

From the outset it is clear

that Canterbury as a district opposed the controlled marketing system.
At the first Fruitgrowers 1 Federation Dominion Conference following
the establishment of the Apple and Pear Board in 1948, the growers
called for either the Aprle and Pear Marketing Act to be repealed
or an exemption be provided for Canterbury growers.

These growers

were pressing for a voluntary marketing scheme instead of the existing
system of controlled marketing. 12
It is apparent, therefore, that there was a wide divergence of
opinion amongst fruit growers on the extent to which the sale of apples
and pears on the local market should be controlled.

This divergence

was along geographical lines with Canterbury growers at odds with
the rest of the country's fruit growers.

They wer.e opposed to the

controlled marketing system from its inception and were against any
further restrictions being placed on growers' freedom to sell direct
to the.consumer •..
9The Orahardist of NetJJ ZeaZand,September 1951, p. 19.
lOFruitgrouJers' Federation Remit Book, 1950.
11 Ihid., 1951.
·

12 Ibid., 1949.
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Board Response to Grower Actions: Demands and Exit
Initially the Board responded to both the growing incidence of
sales direct to the consumer and conflicting demands from growers concerning these sales by admitting that it would be difficult to
achieve unanimity amongst growers.

The Board contended that growers

views would no doubt be coloured by the growers' proximity to .consumer
centres of magnitude. 13
Despite this contention, the Board, during the 1950s, instituted
a series of changes most of which were designed to give it tighter
control over sales outside Board channels, whilst at the same time
satisfying the contradicting demands coming from growers.

These contra-

dicting demands undoubtedly influenced the pattern of changes.

Some

of them were in operation for only one or two years before they were
reversed.
For instance, in 1951 the Board brought in Regulations restricting
further the sale of apples and pears direct to the consumer.

The

R~gulations allowed for any grovter to sell direct to consumers in two
case lasts without reference to the Board, providing that total sales
did not exceed 100 cases in any one season.

If a grower desired to

sell in excess of 100 cases in two case lots, he was required to get
from the Board the authority to sel1. 14
These Regulations were, however, in force for only one year.
In response to demands from Canterbury growers that the system be
abolished, the Board in 1952 decided to revert to the general license
system which operated prior to the 100 case limit.

Growers could now

sell direct to the consumer as much fruit as they liked, provided that
they did not sell .more tb~n.two c~ses to a consumer at any one time.
13Apple and Pear Board Annual Report, 1950, p. 14.

14 Ibid., 1951,
·
p. 4.
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Following the failure of the '100 case limit' on gate sales,
the Board in 1953, on· its own inititative, instituted a system of
final submission dates after which the fruit received was subject to
a penalty. 15 This change can be seen as a move by the Board to protect
itself from increasing gate sales competition and the problems caused
by growers 'dumping' fruit on the Board when it had only a minimum
life left in it.

The Board aimed at discouraging a grower from

holding fruit for private sale and subsequently submitting it when
his supply exceeded the demand for this fruit.
In announcing this change, the Board commented that:

direct sales from producer to consumer appear to be increasing
and are likely to have very serious effects on the whole
marketing scheme if they increase much more.
16
The Board's right, however to impose such a penalty was questioned by
a grower and a legal opinion was obtained.

As a result all penalties•

were refunded to growers and the system was revoked in 1954, 17
Events in 1955 led to growers being allowed to sell produce
direct to consumers at a municipal market under authority from the
Board.

In July. a Hawkes Bay grower illegally carted a truckload of

apples to sell at a Wellington municipal market, under the watchful
eye of an Apple and Pear Board Inspector.

His actions sparked off

ostentatious demands from the public for freedom from marketing controls
and resulted in a Question in Parliament put to the Minister of Agriculture.

The Minister was asked to II take action to see that the fruit

. grower was permitted to dispose of his produce as he thinks fit. 1118
\

Consequently, the Apple and Pear Marketing Regulations were amended to
15Apple and Pear Baord Annual Report, 1952, p. 16.
16 Ibid.
17 Ibid., 1953, p. 13.
18The Orchardist of Neu.1 Zealand, August 1955, p. 31.
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allow growers to sell produce direct to a municipal market.
Finally, the Apple and Pear Board instituted several changes in
an attempt to counteract the incidence of black marketing.

In 1950

the Board commented that:
While the increasing volume of private order trade is itself
very disturbing when added to the quantity handled by the
organised black market, the result represents a serious threat
to the very existence of the Board.
19
It believed that in some cases consumer sales were being used as a
stepping stone to the black market trade.
In 1951 the Board decided to prosecute growers as well as
retailers for breaches of the Act and Regulations on the grounds that
the growers were the more culpable party. 20

In the same year, it

decided to employ nine inspectors to enforce the regulations.

The

Board believed that this would be 'sufficient' inspectors to ensure
reasonable coverage of the districts

most affected by black

marketing and decided to commence its enforcement programme right at
the beginning of each season. 21
Further, in 1955, the Board hoped that the profit distribution
would act as a deterrent to illegal sales. 22 From 1955 provision was
made in the Apple and Pear Marketing Act for payments to growers of a
share of the Board's profits fuom year to year.

This payout was

subject to certain conditions such as the requirement that a grower
must have complied with the 1949 Apple and Pear Marketing Regulations.
Growers who were convicted of illegal sales would therefore not be
eligible for any profit payout by the Board.
Finally, in addition to changes to the Regulations giving the
19Apple and Pear Board Annual Report, 1950, p. 30.

20 rbid., 1951, p. 35.
21 Ibid.
22 Ibid., 1955, p. 26.
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Board more power, the Board appealed to the growers' sense of loyalty·
to their own organization as a means of combatting the black market
problem.

The Board maintained that:"

the cost of the enforcement programme could be reduced·
substantially if growers could be relied upon to be
loyal to their own organization.
23
Therefore, during 1948-58 the Board introduced several changes.
designed to give it greater control of local market sales.
majority of these were in response to grower demands,

The

Others were.

either from its own initiative or in response to demands from outside
the industry.
2.

Demands from Growers for Improvements to the Board's Marketing
· Operation
A second theme covering grower deman9s was the Board's operation

on the local market.

Growers from Nelson, Auckland, Hawkes Bay,

Otago and Poverty Bay offered constructive criticism, suggesting ways
in which the Board could streamline its operation and sell more fruit.
Early in the 1950s growers were calling on the Board to speed
up and widen the distribution of fruit on the local market.

They

demanded that the Board sell fruit direct to retailers, sell as much
fruit as possible direct to consumers in case lots and erect more
cool stores.

Growers were also calling on the Board to present apples

on the market:in fresher condition.

For example, Otago growers asked

for Gravenstein varieties to be cleared at an earlier date and at
.
24
l ower pnces.

f'rom 1953 to 1955 remits concerning the handling of fruit.were
put forward at the Fruitgrowers' Federation Dominion Conferences.
23Apple and Peca> Boca>d Annual Report, 1955, p. 26.
24Fruitgrowers' Federation Remit Book$,l949-1958,

The

n.
Board was asked to educate all handlers of fruit - the growers, retailers
and wholesalers.- as to how to handle and present fruit in the best
possible condition. 25

It was sugge_sted by growers that greater efforts

be made to obtain a greater measure of co-opera ti on from retail
fruiterers in the efficient operation of the marketing ~f apples and
pears.
Finally, towards the end of the 1950s, growers were looking
to the Board to introduce cost saving methods of packaging and presentation.26 Auckland and Nelson growers also demanded that the Board
institute a more intensive advertising and sales campaign to handle
local market fruit. 27
Growers were, therefore, concerned that the Board take all
possible steps to enable consumers to obtain fruit in good condition.
Their emphasis was on the speeding up of the distributing netwerk and
the minimising of the handling of fruit.
·Board.Response
Investigation of the Apple and Pear MarKeting Board's Annual
Reports for the period 1949-1958 indicate that the Board was aware of
the need to streamline its operation on the local market.

The Board

instituted changes to its methods of transportation, handling, presentation and distribution.
With reference to the question of quality, the Board was
engaged in minimising handling of fruit to avoid bruising by the use
of forklift trucks and pallets. 28 Similarly, the Board was expanding
its cool .storage and assembly facilities.

The Board maintained that

25Fruitgrowers' Federation Remit Book, 1954.
26 Ibid., 1957.
27 Ibid., 1958.
28Apple and Pear Board Annual Report, 1955, p. 23.
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cool stores were the best possible investment for the.industry and
undertook a vigorous programme for cool store buidling.

By 1958 the

Board owned 14 cool stores with capacity for 800,000 cases of fruit.
Approximately 500,000 cases of this space was erected during 1954-57. 29
In 1954 the Board undertook to run a case sale scheme to offer
fruit to the consumer at iower prices.

Arrangements were made

through merchants and retailers to sell some varieties on this basis.
And in 1955,recognising that many people did not have a demand for as
large a quantity as a bushel case, the Board took steps to import
packaging machinery to pre-pack supplies in a trademark sealed bag.
Fruit was offered for sale to the consumer in polythene bags for the
first time in 1956, 30
In 1956 the Board began transporting some local market frutt
· in loose fonn to ensure the least handling and quick delivery of
fruit to depots and cool stores.
loose boxes straight from picking.

Fruit was received from growers in
The Board considered that the

extension of this method of handling fruit would result in improved
quality and lower costs. 31
Finally, in an effort to maintain a reasonable price for apples
to the consumer, the Board in 1955 entered into negotiations with
the Retail Fruiterers• Federation.

An agreement was reached whereby

fruit retailers would limit their mark up to ,not more than 40%. 32
During the 1950s, therefore, the Apple and Pear Board, in

response to grower demands, endeavoured to improve the quality and
presentation of fruit for the public.

It introduced new methods of

29AppZe and Pear Board Annual Reports, 1949-1958.

30 Ibid., 1955, p. 23,
31
..
Ibid., 1956, p. 18,
32 Ibid., 1955, p. 23.
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transporting and packaging fruit, all of which appeared to streamline
the Board's operation on the local market.

CONCLUSION

The period 1948-1958, in tenns of the history of the pip fruit
industry, may be described as a settling down period for both the
Apple and Pear Marketing Board and the growers.

The Board was still

sorting out its operations on both the local and export markets and ·
growers were becoming accustomed to sending their fruit to the Board
~nd the Regulations restricting their right to sell elsewhere.
The 'exit' option, as described by Hirschman, was availed of to
a very limited extent. The Board was still handlin~ over 70 per cent
of the fruit on the local market.

From the time of its inception,

the Board had recognised the rights of growers to sell direct to
consumers.' The Board saw these sales as complementary to, rather
than competitivewiith, Board sales.

It is probable, however, that

the Board had not foreseen the kind of costly competition it faced
from gate sales during this period.

Indeed, the Board at this early

stage of its history believed that gate sales had the potential to
wreck the controlled marketing scheme, threatening the very existence
of the Board.
The debate between the Board and growers over the extent of
this gate sale competition was at its height in the early years of the
period and showed up a distinct difference of opinion between growers
over the extent to which sales outside the Board should be allowed.
This difference of opinion meant that the Board's efforts at containing
gate sales by restricting the amounts growers could sell and penalising
growers who 'dumped' fruit on the Board did not work.

They were
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. abandoned because they were either ill-conceived and/or unpopular,
producing counter-demands from some growers.

Following the abandonment

of these schemes, the debate appeared to quieten down for the rest of
the period.

It·would be true to say, however, that the battle lines

had been established for further conflict between growers themselves
and with the Apple and Pear Board.
· In contrast to the debate over gate sales, grower demands for
changes to the Board's marketing methods continued throughout. the
period,

Board changes to its local market strategy were in general

along the lines asked for by growers •. It is clear that during the
1950s the Board's total operation was still in its formative stages
and the Board appeared eager to iron out any.problems and streamline
its overall operation.
Finally, the foundation of the Board's relationship with the
grower had been established, albeit a shaky one with some growers.
Growers had asserted their interests at an early stage in t~e Board's
history and this was to set the pattern for further decades - a
pattern of demands and counter demands from growers with obviously
conflicting interests.

CHAPTER FIVE

1959 - 1967

INTRODUCTION
The years 1959-67 .represent a distinct phase in the history of
the Apple and Pear Marketing Board.· During this period the Board's
share of local market sales for the first time fell below 60 per cent.
The Board, for the first time, introduced an incentive scheme to
encourage grower support for its operation on the local market.

Fruit

retailers began votcing their dissatisfaction with the Board's operation on the local market.

Finally, in 1967, the constitution of the

Board was changed and a new price setting system established. 1
Grower demands concerning the Board's performance on the local
market are discussed along similar themes to those used in the earlier
period.

Details are also given of growers' use of the exit options -

gate sales and black marketing.

The discussion will emphasize the

Board's reaction to these grower actions, especially attempts by the
Board to improve its performance on the local market.

1.

EXIT
Sales of apples and pear.s through channels outside the Apple

and Pear Board continued to grow during 1959-67. 2 Although the Board
on average handled 67.8% of local market sales dur.ing this period, the
figure is

mi~~e~~i~~:

.. For_the first four years of the period, the

1see Chapter One, pp. 6 and 10 for details.
2see Appendix I.
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Board handled over 70 per cent of fruit sold on the local market.
In the last four years, however, this percentage droppped from 70.6%
in 1964 to 54.4% in 1967. The Board was, therefore, able to maintain
a fairly stable share of local market sales until 1966 when this
share fell drastically.
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More specifically, it was reported in 1961 3 that a considerable
proportion of the locally grown crop in the Auckland and Christchurch
areas - about one third in Auckland and one half in Christchurch - was
in fact disposed of outside Board channels.

Statistics also show

that the Board's deliveries to wholesale markets in Auckland and
Christchurch were, in 1960, marked~y disproportionate to the population
3Report of the 1961 Committee

of Inquiry .•. ., p. 55.
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served by those districts, as the following figures show.

TABLE I
Local Market Distribution of Apples by the
Apple and Pear Marketing Board - 1960 4

Distribution
Area

Auckland
Wellington
Christchurch
Dunedin

Local Market
Distribution
by Board
tbushels)
458,313
450,871
211,285
188,948

Approximate
Population
Served

Annual
Consumption
Supplies per
Head (lb. )

913,550
565,030
362,950
246,360

20
32

23
31

It is obvious from the foregoing figures that a very substantial
proportion of the apples consumed by the public in Auckland and
Christchurch districts in 1960 were obtained from sources outside the
Apple and Pear Board,

The disparities in per caput consumption from

the Board sources in Wellington district (32 lb.), where the opportunities for the public obtaining fruit except by mail order are very
limited owing to geographical conditions, and in both Auckland (20 lb.)
and Christchurch (23 lb.} district, are most marke9.
Black marketing too was on the increase during the years 195967,

During 1960-,65 there were 106 prosecutions for black marketing,

83 of these were in Auckland. 5 In 1966 alone, however,
4Repo:rot of the 1961 Committee of Inquiry .. , , p, 55,
5
.
Apple and Pea:ro Boa:rod Annual Repo:rot, 1965, p. 16.
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reports of_black marketing involving 94 growers and retailers were
r~ceived by the Board.

Fifty-nine of these were convicted and fined. 6

These increases contrast markedly with the previous period where for
most of the time it was reported that black marketing was either
stagnant or on the .decline.

2.

VOICE

1.

Control of the Local Market
Early in the period 1959-67 growers from Nelson and Hawkes Bay

were calling on the Apple and Pear Board to pay incentives to those
growers who supported it with the whole of their crop, thus rewarding
the loyal growers. The effect of this would be to stop the gate seller
and black ·marketer from having the best of both worlds.

In essence

these growers wanted the Board to penalise the grower who black marketed
or who dumped only a small percentage of his fruit on the Board.
problem of dissuading growers from

using

The

the black market trade

and/or extensive use of direct sales to the consumer, therefore, still
remains.
At least ha 1f a dozen remits on the 1is t which came before the
1959 Dominion Conference involved in one way or another private sales.
for instance a Hills Unfon (Nelson) remit read:
That in order to combat black marketing and penalise those
who use the Apple and Board as a dump for unpopular grades
sizes and varieties, the Board produce a form of contract
which favours the grower who supplies all of his fruit to
the Board.
7
Hawkes Bay growers were more specific in their demands and called on
__ ~~~--~~~~~.to. ~if~~~~~t~at~. b~~ween growers who supplied 100 per cent
6AppZe and Pea:P Boa:Pd AnnuaZ Report, 1966, p. 21.

7FPUitgrowers' Federation Remit Book, 1959.
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of their crop to the Board and those who elected to sell privately.
They suggested that the Board-introduce regulations whereby those
growers selling privately would receive ld. per pound less for the
fruit they submitted to_ the Board. 8
Some Nelson growers, in addition to calling on the Board to
produce a form of con tract, wanted -it to cut down on gate se l ler
competition by other means.

They demanded that the Apple and Pear

Board, in the interests of orderly marketing, consider prohibiting
growers from soliciting sales through newspapers. 9
Growers at Dominion Conference in 1959 voted 20. to 11 in favour
of a resolution based on these demands.
That this Conference supports the principle whereby the
grower who supplies all his fruit except lawful unsolicited private sales, to the Board would receive a
premium payment.
10.
It was felt by growers that the abMses of private selling would be
corrected by proposals which the Board would devise if encouraged by
Conference's support.

In addition to demands for incentive schemes

to halt the incidence of black marketing, growers from Nelson, Hawkes
Bay and Auckland continued to call on the Board to amend the Regulations
to give it more power to stop these illegal sales.

Growers believed

that the major way to stop black marketing was to improve the regulat'tons or see that tfley were enfo·rced. 11
·Growers from the major fruit growing districts, Nelson and Hawkes
Bay, were therefore still concerned over the extent of competition the
Board was facing from sales direct to the consumer and black marketing.
~

.

Their
demands . required
the Board
to toughen the conditions of supply'
. ... . . . . . .
. . . . . . ... . ..
.
.

,

8Fruitgrowers' Federation Remit Book, 1959.
9 Ibid.

lOThe Orchardist of New Zealand, December 1959, p. 325.
11Fruitgrowers' Federation Remit Book, 1965,
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for fruit submitted to the Board with the intention of gaining grower
support for the Board's operation on the local market.
Board Response
Firstly, in terms of action to combat black market trade, the
Board during 1959-67 did very little.

Growers were, of course, calling

on it to widen its powers to control black marketing,· In 1966 the
Board admitted that its powers were inadequate to control the problem
of black marketing.

In the same year the Board advised growers that

several amendments to the Regulations were proposed which would make
the detection of illegal sales more effective.

The amendments were

not approved by Government until after 1967. 12
The Board also complained about the heavy expense invol~ed in
policing the Regulations, with the employment of Inspectors and legal
costs associated with prosecutions, and that this was an unsatisfactory
and nauseous means of protecting the Board's interests.

The Board,

during 1959-67 therefore, continued to appeal to the growers sense of
loyalty

For instance, in the 1966 Annual Report the Board, commenting

on the problem of black marketing, stated that:

the blame basically lies with the growers who, if loyal
to the industry which has benefitted them so much, would
not consider dealing illegally with members of the trade.

13

Secondly, the Board's concern at the extent of direct selling
and the growth of black marketing, coupled with demands from growers,
led it to implement, at the start of the 1961 season, an incentive
scheme for the grower.

Support for this kind of scheme had been

shown at the 1960 Dominion Conference of the Fruitgrowers' Federation.
Growers voted in favour of the scheme.
12

·

Apple and Pea:f' Boa:f'd Annual Report, 1966, p. 21.

13 Ibid., p. 20.
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The scheme was based on a principle whereby the grower who
supplied all his fruit, except lawful unsolicited private sales, to
the Board would receive a premium payment.

Under the terms of the

Continuous Supply Incentive Scheme growers who contracted to deliver
all fruit to the Board, except for over the gate sales and mail order
sales in the 'permitted quantities•, would receive a bonus of 1 shilling·
per case in the season.

To qualify for the bonus, however, growers

had to agree to _limit their advertising.

While they were still per-

mitted to advertise the fact tbat they had over the gate or mail order
facilities, the growers were not permitted to advertise prices and
varieties available. The bonus was to be paid out of the guaranteed
price pool. 14
In short, growers undertook to sell their crop to the Board
· whilst retaining the right to sell to customers in not more than two
case lots.

They were entitled to advertise the location of their

orchards, but not to advertise varieties or prices.

It was proposed

that at the end of the season the grower would give the Board a signed
statement affirming on oath that he had sold only through the Board
and/or through the Board and channels permitted by the Act.

On this

basis the Board would accept the statement and pay the premium decided
upon. 15
The Board gave several reasons for the introduction of such a
scheme.

It was intended to reduce advertising by growers, curb

il l_ega 1 sales of fruit and prevent growers from dumping fruit on the
Board at the last minute when the fruit was worthless.

The Board

contended that this scheme would enable it to make a more accurate
assessment
of. likely receipt
of fruit and more satisfactorily maintain
.
.
.
14Apple and Pear> Board Annual Reports, 1961 and 1962.
15The Orchardist of New Zealand, October 1960, p. 301.
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supplies of fruit to all districts.

The Board also considered that

limiting the rights of a grower to advertise would lead to more harmonious relations between itself and other sections of the industry:
wholesaler; retailer and consumer, and ultimately result in greater
sales of fruit. by the Board.

There is no doubt, however, that the main

objective of the scheme was to procure grower support.

The extent of

this support is discussed.
Of the 889 growers supplying the Board in 1961, 614 tor 69%)
signed contracts Dnder the scheme.

Those signing provided no less than

94% of the fruit produced by all suppliers, so that the scheme embraced

practically all major growers.

District support is set out in the

f o11 owing table.

TABLE II 16
Grower Participation in the Continuous
Supply Incentive Scheme
District

Total Crop of
All Suppliers
lbusbels)

Amount Represented
by Signatories
(bushels)

Percentage

Auckland
Gisborne
Hawkes Bay
Wellington
Nelson
Marlborough
Canterbury
Otago

270,400
36,900
1,053,800
21,600
2,063,300
188,600
131,800
324,400

174,000
36,500
1,014,900
11,400
2,058,400
177,600
122,700
270,600

64
99
96
53
100
94
93
83

TOTAL

4,090,800

3,866,100

94

16Report of the 1961 Corronittee of Inquiry ... , p. 64.
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Predictably, the fruit growing areas where there was greatest
support for the scheme were furtherest away from large centres of population, where there was little potential for gate sales.

For instance,

in Nelson and Hawkes Bay districts 100% and 94% of their respective
crops s_uppl ied to the Board came from growers who had signed contracts.
The exception, however, was in the Canterbury district, where an
unexpected 93% of the crop supplied to the Board came from growers who
h_ad signed the contract.

One would have expected CanterburY' 1·:s·: suRport

for the scheme to be as low as that for Auckland and Wellington
because of the existence in all three districts of a substantial
market for gate sales.
The support coming from Canterbury growers may be explained by
mentioning that there were two factors motivating growers to sign
contracts with the Board.

There were growers who undoubtedly supported

the scheme from conviction, believing that the scheme was fair and that
the Board should receive their support.

On the other hand, it is

known that some growers joined thescheme because of the financial
penalty attached to remaining outside. 17
Indeed, it is apparent that from the time the idea of an incentive scheme was introduced in 1960 growers from Auckland and Canterbury
and Otago objected to the Board's proposals.

At the 1960 Dominion

Conference four remits opposing the Continuous Supply Incentive Scheme
were proposed.

An Auckland remit read:

That this Association does not support the proposals
relating to the loyalty 1 bonus 1 as submitted by the
Apple and Pear Board.

18

These growers in 1961 demanded that the scheme be discontinued •
. Growers.contended.that.the.scheme had failed to curtail black marketing,
17Report of the· 1961 Comrrn'tt ee cf Inqu1.-ry
·
... , p. 65.
18Fruitgro1.uers r Federation Remit

Book, 1961.
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had divided growers within a district and that the scheme had worsened
. relations between growers and the Board, forcing them to compete with
the Board. 19
The scheme also met with a good deal of criticism in submissions
by growers to the 1961 Committee of Inquiry into the Sale and Distribution of Apples and Pears on the Local Market.

It was claim~d that

since practically all growers had signed up and since the Board's total
receipts were limited by its export and local market returns, the
scheme was in effect a penalty against growers who had not signed up,
rather than a bonus for those who had.
The Committee

agreed with growers• views and concluded that:

while appreciating that the incentive bonus scheme was
designed to provide a financial mtitive to growers to remain
loyal to the Board's local marketing scheme - a sound
objective - the Committee doubts its effectiveness.
20
After considering the Committee of Inquiry's report ~n the scheme, the
Fruitgrowers 1 Federation Directors in January 1962 decided to advise
the Apple and ,Pear Board that they could not recommend a continuance
of the' Continuous Supply Incentive Scheme.

The Board later notified

all growers that the scheme would not operate for the 1962 season. 21
The attractiveness of a bonus scheme for some growers, however,
continued.

fn both 1964 and 1966 Hawkes Bay growers asked the ·Board to

consl~er reintroducing the Continuous Supply Incentive Scheme or some
other form of incentive bonus.

These were the only growers to recom-

mend that the scheme be reintroduced and their remits were subsequently
turned down by the Conferences.
In addition.to demanding that the status quo 22 relating to
19 The Orchardist of New Zealand, October 1961, p. 290.
20Report of the 1961 Corronittee of Inquiry ..• , p. 64,
2½'he Orchardist of New ZeaZand,February 1962, p. 12.
22 Those restrictions on direct selling to be limited to only those
laid down in the Apple and Pear Marketing Regulations, 1949.
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restrictions on gate sales be instituted with the discontinuing of the
Continuous Supply Incentive Scheme, some growers advocated a totally
free market for the sale of apples and pears.

The only remit con-

cerning this 1ssue came from Auckland growers~ to Dominion Conference in 1961.

Their remit read:

that in view of the growing dissat1sfaction among fruit
growers, the Apple and Pear Marketing Act be amended so
that growers have the option of supplying the Board with
their whole crop or marketing it on their own account
through normal trade channels.
23
The majority of growers at Dominion Conference, however, were in favour
of the controlled local market.
These growers subsequently took their demands for a free local
market outside the Fruitgrowers Federation.

Along with Canterbury

growers, they put forward submissions to the 1961 Committee of
Inquiry. 24 In their submissions they advocated a free local market
with the Board competing on the local market.
To conclude, therefore, the issue of the control of the local
market had been rekindled.
a

The Board responded to grower demands for

more tightly controlled local market by immediately introducing an

incentive scheme to gain grower suppott and to prevent growers profiting under the Board's umbrella.

The scheme produced a strong

counter reaction from growers in Canterbury and Auckland and included
calls for a free local market.

The scheme was subsequently discontinued

having been in existence for only one year.
2.

Marketing Improvements
The tone of grower demands that the Apple .and Pear Board

improve its performance on the local market indicate that many of them
23 Fru.itgr01.t}ers' Federation Remit Book, 1961.
24Report of the 1961 Corronittee ofi Inquiry ..• , pp. 50-54.
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were far from satisfied with the Board 1 s past performance.

In contrast

to earlier years, growers during 1959-67 were demanding changes to
th~ Board's local market operation involving far more than merely
the investi~ation of new packaging ideas.

Growers were now demanding

that the Board investigate all aspects of local market operation.
More importantly; growers were demanding that the Board increase its
local market sales whilst at the same time maintaining a reasonable
profit and reducing costs.
In 1959 a total of five remits were put forward by growers
demanding that the Board substantially increase its sales on the local
market.

Otago growers called on the Board to make an all out effort

to increase these sales.

Mawkes Bay and Nelson growers demanded that

the Board make every endeavour to put the New Zealand market on a
sound basis by showfog a reasonqble profit, reducing its costs and •
.
.
1ncreas1ng
sa l es. 25

Similar kinds of demands were placed on the Board throughout
1959-67.

In 1964 Hawkes Bay called on the BQard to re-examine the

distribution of apples and pears in New Zealand.

Nelson growers in

1966 suggested that the whole question of local market fruit sales be

investigated.

These growers maintained that New Zealand should consume

more fruit and that it was a matter of exploring every avenue.

They

also contended that more attention should be given to the local market
by the Board. 26
In addition to these demands concerning the Board's performance
on the local market in general, growers made more specific demands on
the Apple and Pear Board.
market operation.

Demands covered every aspect of its local

The following were the more important demands.

25FruitgrOlJers' Federation Remit Book, 1959.
26The Orchardist of New Zealand, November 1966, p. 387.
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The Board was asked to review and increase its advertising
campaign.

Growers also called on the Board to exploit sales of larger

apples, deliver direct to shops, handle more fruit in loose form and
encourage the sale of case lots.

Growers once again called on the

Board to educate the retail trade on the handling, storage and presentation of fruit.

They continued with demands that the.Board should

sell fruit in fresher condition, especially the early varieties,
which it was said could be marketed as soon as harvesting begins, and
more should go direct to auction floors during the season. 27
Finally, in comparison with earlier years, growers were far
more concerned that the Board reduce costs and pay them an economical
price for their fru.it,

A total of six remits were put forward to

the 1966 and 1967 Dominion Conferences by growers concerned about
rising marketing costs . . For instance, in 1965 a Hills Union (Nelson)
remit read:
In view of the fact that the net financial return to the
. grower is dropping and the returns for fruit are declining,
the Apple and Pear Board be asked to make every endeavour
to reduce its costs.
28
·Board.Response
The Board responded in several ways to demands from growers that
· it improve its performance on the local market.

It made specific

changes to its selling and distribution operation.

The Board assured

. growers that it was doing its best, and it passed some of the blame for
the poor quality of fruit on to the retailer.
Chief among changes to its local market operation was the Board's
decision in 1960 to review its selling methods.
.its intention of selling

The Board announced

bulk lots of fruit at a discount direct to

27Fruitgr01.uers' Federation Remit Books, 1959-67.

28 rbid., 1966 and 1967.
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approved chain store organizatjons.

Until then wholesale distribution

of fruit had been almost entirely through members of the Fruit and
Prod\,lce Merchants Federation, acting as the Board's agents on a 10%
commission.

Instead of.visiting the merchants• floor the retailers

needs were supplied by private individuals known as commission buyers
as· additional handlers from merchants• floors to the shops~

The

Board's new proposal was to sell direct to certain distributing organizations giving a complete service direct from the Board to retail
shops and thereby removing the additional links in the distribution
chain.

The Board maintained that the retail price to consumers should

not be loaded with additional costs plus retailers 40% profit.margin
on these costs. 29
Announcing its decision, the Board said that New Zealand's
continually increasing production of pip fruits together with intensified competition on overseas markets made it imperative for the Board
to dispose locally of a greater percentage of the New Zealand crop.
The Board believed this change would keep down prices to the consumer
and at the same time help the grower by expanding sales of apples and
pears.
During 1959-67 the Board made more extensive use of advertising.
In 1967 the Board spent $122,890 on advertising within New Zealand,
compared with only $30,824 in 1958. 30 Advertising consisted of general
advertising in the daily press, periodicals and on the radio.

From

time to time, however, there were special campaigns to promote sales
of fruit in New Zealand.

For example, at the beginning of the 1959

season, a special advertising campaign promoted the consumption of
the Gravenstein variety.

The campaign was aimed at clearing this

29 The Orchar>dist of New Zealand,December 1960, pp. 355-356.
30Apple and Pear Board Annual Reports, 1958-1967.
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variety to make room for mid-season varieties.

Similarly, in 1964

there was a campaign to promote the sale of fruit in case lots.
Whilst still on the subject of advertising the Board during the
.1960s made a move to advertise via the retailer.
of sale material to retail

It distributed point

outlets. 31 The objective of this materi~l

was to stimulate sales of both fresh fruit and processed products.
There was, however, still no attempt by the Board to educate the
retailer in the handling of fruit or to assist him wfth presentation.
In a further effort to improve the quality of fruit to the
consumer and increase the quantity of local market sales, the Board
during 1959-67 increased its number of cool stores and cool storage
capacity.

By 1967 there was _cool storage space for 1,419,000 cases of

fruit, representing 50% more space than in the previous period. 32
The number of cool stores had increased by seven and now stood at 21.
The Board, therefore maintained through the sixties the same kind of
energetic cool store building programme which had begun early in the
1950s:
In the area of packaging the Board continued with experiments
into cardboard containers designed to replace the traditional wooden
boxes.

By 1967 this form of packaging had been introduced on the local

market but was mainly used for transporting export fruit.

Increasing

amounts of frutt were distributed to retail outlets in pre-packaged
form.

There was also an extension of the loose fonn method of handling

fruit with the consequent improved quality and lower costs.
Lastly, and perhaps the most important of all changes to the
Board~~ operation on tha local market was the opening in 1962 of its
31Apple and Pear Board Annual RepoPt 1960, p. 17.
32 Ibid., 1959-67.
3
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processing factory in Nelson.

33

The factory was seen as important to

the Board's overall marketing programme because of its effect of
removing low quality fruit from the fresh fruit market.

The Board

maintained that without the processing operation the market would be
. saturated and depressed to the advantage of no one - consumer, retailer
and grower.

The diversion of fruit to the factory enabled a general

improvement in the standards of fruit marketed, the lower quality, less
popular grades and sizes were removed from the market.

Similarly,

the diversion of fruit was aimed at stabilising the prices obtained
for growers from local market fruit. 34
,)

In addition to these changes to the local market operation, the

Board repeatedly assured the grower that it was doing all it could
to improve its performance on this market.
than in earlier years.

This was more evident

For instance, the Board frequently commen.ted

on its performance by stating in its Annual Reports that the general
qua 1ity and .condition of fruit was favourably commented on by the
retail trade. 35 Similarly, the Board alleged that the local market
sales programme and progress was under constant review by the Board
and management wtth a view to efficiency and obtaining the best
returns for growers.

These assurances were probably

an effort to

keep growers quiet and give the Board time to make the required changes.
Finally, the Board also responded to grower demands by laying
part of the blame for criticism of its performance on the local market
at the door of the retailer.

It continually teminded growers and

consumers that in the majority of cases its control over fruit finished
. _48 hours· after . fr1,rft_h<;1d.~~el'_l.delivered to the retailer. 36 The Board
33Apple and PeaP BoaPd Annual RepoPt, 1962, p. 14.

34see p. 16, Chapter One for details.
35 This was stated in 5 of the 8 Annual Reports, 1958-67.
36Apple and PeaP BoaPd Annual RepoPt, 1959, p. 18.
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commented on the retailer who purchased in excess of demand which
resulted u·ltimately in the sale of off-condition fruit some weeks
after purchase.

The Board also reminded growers and consumers th·at

the retailers mark up'·-w-as approximately half the final price and that
it had no control over this price apart from the so called voluntary
agreement with the Fruit Retailers' Federation. 37
The Board therefore appeared to be actively setting out to
improve its performance on the local market.

In addition to innova-

tions in the packaging field and improvements to its advertising as
requested by growers, the Board through its own initiative undertook
major changes to its local market operation.

The most important of

these was the establishment of a processing factory·wnich undoubtedly
improved the quality of local market fruit.

The changes to the distri-

bution channels used by the Board coupled with the moves towards the
quicker handling of fruit had the effect of helping to streamline the
Board's operation on the local market,

These were attempts by the

Board to reduce costs, raise the quality of fruit and ultimately
increase sales of fruit on the domestic market.
3.

Voice·from·outside·rnterests
Demands from groups dissatisfied with the Board's perfonnance

on the local market came from sections outside the pip fruit industry.
Fruit retailers for the first time called for changes to the Board's
operation.

Their demands were, however, in the main directed at

channels otber than the Apple and Pear Board itself.
The New Zealand Federation of Retail Fruiterers and Greengrocers,
in their submissions to the 1961 Committee of Inquiry, complained
about the quality of the fruit offered by the Board on the market
37'1!he Orch.a:Pdist of New Zealand, December 1966, p. 430.
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floor and the unfairness of b1ack market competition.

The Federation

advocated a return to a completely free local market for pip fruits
with the Board withdrawing entirely from the market.
11

It felt ta.at

the present marketing sys tern had, on balance, reacted unfairly and in

many; respects against the 'genuine' fruit and vegetable retailer. 1138
Groups of retailers contended that they were handicapped by not being
able to purchase apples direct from the grower. 39
In the years following 1961 the fruit retailers appeared vocal
in their criticism of the Apple and Pear Board.

This criticism was

directed towards the Government and the public.

In 1967 the retailers

made representations to Government to have the market freed for the
sale of apples and pears. 40 And in the same·year fruit retailers ma9e
public allegations that the Board's marketing system was forcing the
consumer to pay record prices for apples. 41
Growers from Auckland and Canterbury were therefore not alone
in their demands for a free local market.

Fruit retailers, dissatis-

fied with the quality of the fruit they received from the Board and
the extent of competition from gate sales and black marketing, also
demanded this change.

This had the effect of increasing the pressure

on the Board to improve its performance on the local market.

CONCLUSION
The years 1959-67 saw a steady deepening of the relationship
between the Apple and Pear Board and the grower, which had begun a decade
earlier •.. Growers continued to communicate their dissatisfaction with
38Report of the -Committe

of Inquiry .•• , p. 52.

39 Ibid. , p. 19.
40.The Orchardist of New Zealand, September 1968, p. 252.

41

.
Ibid., December 1967, p. 399,
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the Board'.s per~ormance on the local market through the channels of
exit and voice.

The pattern of demand and counter demand from

growers concerning the Board's operation on the local market is
entrenched and serves to accentuate the conflict of interest between
growers over the controlled marketing system.
In comparison with the previous period, growers were making
greater use of the opportunities to dispose of their crop through
channels outside the Apple and Pear. Board.

As a result of this the

Board's share of local market saTe.s was reduced.

The extent of these

sales led growers from the major fruitgrowing districts, areas without
a great exit potential, to call on the Board to devise a means whereby
it could win grower support for the Board's operation on the local
market.

The Board, in response, instituted an incentive scheme for

growers.
The incentive scheme was intended to keep growers loyal to the
Board, thereby decreasing the likelihood of growers disposing of
fruit through other channels in direct competition with the Board.
The scheme in fact was designed to cut down the effectiveness of the
. grower competition by preventing growers from soliciting customers
and to penalise grow~rs who did not abide by the terms of the scheme
when submitting fruit to the Board.
The Board did succeed in gaining grower support but for the
wrong reasons.

Many signed contracts because of the penalty involved

in staying outside of the scheme rather than from confidence in the
Board's ability to matket their fruit.

By restricting exit and

tightening its control on the local market the Board activated the
voice of the growers who not only wanted the original status quo
restored but also demanded total freedom for growers on the local
market.
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In addition to making Board su~pliers mar~ aware of the need
for the Board to more effectively control all local market sales, the
extent of grower exit also indicated to them that the Board had to make
changes to its own local marketing strategy.

Consequently, they

called on the Board to review all aspects of its operation on the
local market in order to increase the quality and quantity of local
market sales.

They demanded that the Board pay more attention to the

local market.

The obvious corollary of this was that the Board was

concentrating too much effort on the export market.

The Board's

own admission that it was facing increasing competition on the export
market coupled with figures which show that export market increased
by almost two million bushels during this period comp~red with a decrease
of around 200,000 bushels of fruit sold on the local market, would
tend to make this a plausible idea.·
In response to demands from growers that it improve its marketing
performance, the Board made two significant changes to its local
marketing strategy.

It streamlined the distribution chain by removing

unnecessary handlers of fruit and it established a processing factory
to remove low quality fruit from the market.
were from the Board's own initiative.

These particular changes

There were, howev,er, no new

innovations in the packaging sphere with the Board continuing to
extend its use of fruit in loose form and pre-packaged.

Although

distributing point of sale material to retailers, this change went
only part of the way in meeting grower demands that the Board educate
the ~etailer in the handling as well as presentation of fruit.
Finally, the Board therefore influenced by grower actions and
demands, endeavoured to improve its performance on the local market in
two ways.

It chose to restrict the freedom of growers to use alternative

marketing channels and it also made some changes to its marketing
techniques.

CHAPTER SIX

1968 - 1975 -

INTRODUCTION

The years 1968-75 form a disti.nctive period in the history of
the Apple and Pear Marketing Board.

These years witnessed a very

unmistakable tightening of the Board's control over the local market.
Growers were for the first time required to clioose whether they
would send their fruit to the Board or dispose of their whole crop
outside Board channels.

For this reason

the i-ssue of the control of

the local market. coITD11anded by far the most attention .of growers at
successive Conferences, more ·so than in any other period.
A second distinctive feature of the period was an unmistakable
increase in growers I concern over the prices they were receiving from
the Board for their fruit.

Growers were demanding that the Board pay

them a greater percentage of the final retail price.

1.

EXIT

During 1968-75 there was a substantial decrease in the proportion of fruit sold on the local market and handled by the Apple and
Pear Board.

Diagram I illustrates the rate of decrease, which is

marked by a steep decl.ine after 1972.

The average proportion of

domestic. sales handled by the Board during this period was 52.6%.
This represents a decrease of 15.3% over the previous period. 1
Details of black market trade during 1968-75 are not available,
See Appendix I.
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however, Board reports indicate that this trade, which had increased
during the 1960s, continued to grow during the early 1970s.

It· is

known, however, that black marketing was at its highest during the late
1960s and early 1970s. 3 The cartoon on page 98 takes a lighthearted look at
the situation. 4

2.

VOICE

1.

Co~trol of the Local Market
The increasing incidence of both direct selling and black

marketing during 1968-75 had a noticable influence on the kinds of
2see Appendix I.
3P. K. McCl iskie, President of the Fruitgrowers I Federation 1970
- 19 78, Interview.
4The Orcha:t'dist of New Zealand, August 1968, p. 244.
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demands that growers were placing on the Apple and Pear Marketing
Board.

Foremost in these demands were those involving the Board's

ability to control both kinds of sales.

Discassion at successive

Fruitgrowers' Federation Dominion Conferences was dominated by the
issue of controlled marketing.
Anxiety about black marketing reached high levels in the early
years of this period.

Hawkes Bay growers alone put forward three

remits to the 1968 Dominion Conference on the subject of black market
sales.

In addition to continuing with demands for the strengthening

of the Regulations in relation to illegal sales of fruit; these
. growers suggested new ways of controlling the problem.

They believed

that growers should assist in upholding the Regulations, maintaining
that

11

for their own protection growers should report these people. 115
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Hawkes Bay growers al so s.ugges ted that the Board should accept, at a
reduced price, loads from growers which had previously been rejected.
Growers contended that this would remove temptation from the grower
to black market his fruit.

The Board, however, considered that the

remit was dangerous and that growers should be encouraged to pac~
fruit to the highest possible standard. 6
The New Zealand Apple and Pear Board responded to calls for
tighter controls on black marketing in much the same way as in earlier
years, but with one exception.

Commenting on the wastefulness of

policing the regulations, the Board pleacled for grower support,
saying that "policing the Act was like paying a guard to protect
your own premises. 117 The_ Board also maintained that as an organization it had the right to expect loyalty and support from its "shareholders" and that this support was necessary for the success of a
marketing scheme as complex as the one it operated. 8
Included in the Regulations of the 1971 Apple and Pear
Marketing Act were provisions giving the Board more power to control
black market sales. The regulations gave the inspectors powers to
search premises and vehicles of a grower who is suspected of contravening the provisions of the Act relating to the unlawful sale of
apples and pears. 9 Prior to the new regulations the Board's inspectors
could only secure a conviction by following a grower suspected of
black marketing and see the fruit being unloaded.

Thus, the new

provisions made the detection of illegal sales more effective.

This

.. change.was the µltimate response to several years of demands from
5The Orahardist of New Zealand, November 1968, p. 385.

6Ibid.,
7rbid., October 1969, p. 315.
8rbid.
9Apple and Pear Marketing Act 1971, s. 41.
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growers for the Board to widen its powers to stop black marketing.
In addition to strengthening its powers to stop black marketing,
the Board introduced several schemes designed to gain grower loyalty
for the orderly marketing of apples and pears.

These schemes were

along the same lines as the 1961 Continuous Supply Bonus Scheme.
Two were in the form of a for.mal contract between the Board and the
. grower, and all placed restrictions on gate selling and mail order
sales beyond those laid down in the Apple and Pear Marketing Act.
In 1968 the Board introduced the Contract of Supply scheme.
Government gave its approval of the scheme in December 1968 and
contracts were sent to growers throughout the country in readiness for
the 1969 season.

As with the 1961 Continuous Supply Bonus Scheme, the

grower entering into a contract with the Board agreed not to solicit
.orders for direct sales from customers.

In contrast to the earlier

scheme, however, the grower could advertise his fruit for sale by
forwarding upon request circulars listing varieties and prices to
consumers.

The grower could also erect a noticeboard indicating that

he had apples and pears for sale, but information on varieties availab1e and prices were not to be shown. 10
Alongside the contract the Board established a fund known as
the Contract of Supply Fund.

Money from this fund was to be distri-

buted to all growers who entered into the Contract of Supply and
complied with the terms of the contract.

This payment was in addition

to any payment from the Board based on the average price set by the
Apple and Pear Prices Authority and averaged 10 cents a bushel over and
above Board receipts. 11
)\t th~ e11d <;>f each season~ growers who entered into the Contract
10 The Orchardist of New Zealand,September 1968, p. 247.
11 Ibid.
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were required to swear before a sol i.citor or Justice of the Peace that
he had complied with the requirements of the arrangement.

Thus the ·

declaration was a statutory one and if a grower signed the declatation
knowing that he had contravened the conditions laid down in the Contract,
the Board possessed the right to take the apporpriate court action
under the Oaths and Declarations ~ct of 1957~ 12
In announcing the scheme, the Board said that the contract was
voluntary and there was no Jntention to restrict the right of the
consumer to purchase apples and pears from the orchard.

The Board

maintained that
the encouragement not to solicit sales was the essence
of the contract and this is in keeping with the origins
of ~he marketing scheme.
13
The 1968 Contract of Supply Scheme generated roughly the same
amount of support from growers as its predecessor the Continuous Supply
Incentive Scheme.

In 1969 96% of the fruit handled by the Board came

from· growers who had signed contracts. Once again there were notable
areas of reluctance in regions adjacent to large centres of population.
Table I shows district support for the scheme.
The response by growers to the Contract of Supply Scheme in 1970
was similar to that of 1969.

A total of 682 growers completed con-

tracts, representing 77% of all growers.14 Canterbury and Auckland
growers' -reluctance to sign the Contract of Supply was foreshadowed by
their opposition to the scheme from the time the idea was first mooted
by the Apple and Pear Board.

For instance, the scheme had been

rejected by Canter.bury growers at their district:'s Provincial Confer:.>
ence in 1968. The growers contended that:
12The Orchax>dist of New Zealand, December 1969, p. 424.
13 rbid., November 1968, p. 342.
14 rbid., September 1970, p. 269.
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TABLE I
District Support

for the.1968 Contract of Supply Scheme 15

District

No. of Growers

(%)
'

Marlborough
Nelson
Hastings
Gisborne
Otago
Auckland
Canterbury
Wellington/Wanganui

91
90
86
56
60
55
54
50

% of Crop handled
by Board during
1968 Season ( *)
98
99
98
95
91
76
88
89

* - Figure includes export and processed fruit handled
by

the Board.

the scheme would be a disadvantage to the loyal grower,
forcing more growers out of loyalty to the Board than
vice versa.·
16
At the Dominion Conference in 1969 Canterbury and Auckland
growers reacted strongly _against the Contract of Supply scheme.
demanded that the scheme be abolished.

They

Growers commented that the

scheme involved the Board in extra expense with little result.

One

Canterbury grower contended that the scheme probably decreased the
amount of fruit sent to the Board in Canterbury and only reduced
advertising slightly. 17 All remits demanding that the Contract of
Supply scheme be abolished were, however, lost at Dominion Conference.
In the event of the.~ontract of Supply continuing, Oratia
15.The Orchardist of New Zealand, April 1969, p. 77.
16 Ibid., November 1968, p. 342.
17 rbid., November 1969, p. 399,
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(Auckland} growers nevertheless called on the Board to loosen the
Contract I s terms and conditions.

They wanted the right to notify their

customers by advertising each variety as it became available. 18
In 1970 the schenefaced new opposition.

Marlborough growers

joined with Canterbury and Auckland growers in demanding that the
Contrac,t of Supply be abolished.

These growers along with those

from Auckland demanded that no further restrictions by put on private
selling. 19

Demands from growers for the Contract of Supply scheme

to be abolished continued through to 1971, with 'Huapai tAuckland)
growers calling for this change.

Thete were, however, no demands from

Canterbury concerning the issue.

Instead they had adopted a more

extreme stance and were demanding that the Marketing Scheme be voluntary.

Huapai growers also demanded that there be a system of free

marketing.

They suggested that Auckland growers supply the Apple and

Pear Board by optional contract of a number of cases, allowing free
marketind of the surplus. 20
Canterbury growers contended that a voluntary marketing scheme
would improve the image of the Board as it would no longer have a
monopoly and would know what quantity of fruit it had coming each
year.

They supported the idea whereby growers would be able to

contract 11 out 11 rather than contract II in 11 • 21
In contrast to demands from these growers. that the Contract of
Supply Scheme be abolished or at the very least its conditions loosened,
some growers from Nelson were suggesting that the conditions should be
tightened.

One grower suggested that growers should be given the

18Fruitgrowers' Federation Remit Book., 1969.
19 Ibid., 1970.

ZOibid., 1971.
21 The Orchardist of New Zealand., November 1971, p. 371.
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opportunity to be 'right in or right out• of the Board s marketing.
1

scheme.

He suggested that many growers were now operating under the

protection of the Board to suit their own convenience. 22
In 1972, after assessing the success of the Contract of Supply
introduced in 1968, the Board decided to tighten the terms and conditions.
'The amended-scheme was· implemented for the 1973 season.

Under the

1973 Contract of Supply scheme or ncontracting inn scheme as it
became known, the grower contracted to accept the full direction of
the Board as to what he could do with his whole crop.

As with the

earlier contract the consumer could still buy one or two cases direct
from the contracting grower, but under the terms of the contract the
. ·grower was not permttted to go out of his way to encourage sales at
the orchard gate.

They could not solicit sales by any other way than

the simple nFruit for Salen notice at the gate. 23 The grower, therefore, could not indicate that he had apples and pears for sale by
havfng his stall at his gate, advertising varieties or prices, or
advertising in the newspaper.

These restrictions on the direct sale

of apples and pears were undoubtedly a good deal more stringent than

in earlier years.
The contracting grower received full price rates from the
Board for his fruit, but in the event of the terms of the contract
being broken the grower received only one half of the normal schedule
prices.

The contracting grower also received a share in any profit

distribution made by the Board.

A grower who decided not to 'contract

in' wi:th the Board was required to sell the whole of his crop at the
gate or by mail order.

These growers could display fruit, advertise

freely or adopt any sales device they wished.

Finally, if a grower

. 22The Orchardist of New Zealand, 1971, p. 371.
23 rbid., October 1972, p. 294.
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decided not to contract with the Board he was required to stay out
for a period of not less than three years.
In announcing the changes, the. Board told growers that the time
was overdue when growers should contract their whole crop with the
Apple and Pear Board .. mt was suggested that if a grower does not
contract with the Board and want the 11 best of both worlds 11 then he is
not entitled to the same treatment as the grower who gives the Board
his f~ll support~ 24
It was pointed out that the contract had been revised to enable
the Board to control the local market more efficiently.

It had been

implemented to 11 help rationalise the local market system and safe. guard the industry by overcoming competition from orchard gate sales. 1125
The Board also contended that orchard sales must be kept at 11 acceptable
levels 11 to avoid serious disruption of the local market system. 26
Finally, the Board regarded the scheme as a straightforward and
voluntary comnercial arrangement between it and the fruit growers.
The new contract gave.rise to a great deal of discontent on
the part of certain sections of growers and particularly in Auckland
and Canterbury. These regions, where the greatest number of gate sales
takes place, voted against the Board's proposals for a new scheme.
They were defeated at the 1972 Dominion Conference, by delegates from
areas where gate selling was not so prevalent.

Canterbury growers

were angry because the Board would not free the local market but
had decided to tighten its control. 27
On the whole, Hawkes Bay, Nelson and Otago growers supported
th~ n~w contract although individual growers were unhappy with it.
24The Orchardist of N(37,) Zealand~ September 1972, p. 271.
25 rbid., February 1973, p. 17. The Board contended that it did
not know from year to year how much fruit it would have to market.
26 rbid., October 1973, p. 35.
27 Ibid., October 1972, p. 310.
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Hawkes Bay delegate to the Domi.nion Conference in 1972 contended that
the new scheme was not practicable because it would cause pressure
elsewhere.

Implying that the scheme would lead to more black market-

ing, he said
if we stop a grower from selling his fruit through the
Board we can't very well stop him from selling it to
retailers.
28.

In 1973 78% of growers approached, or 756 out of 970 growers,
supplied the Board under the new contract.

Statistics for individual

areas were unobtainable, however 88% of all Hawkes Bay grower,s signed
the Contract of Supply.

Ninety-five point one per cent of Board

receipts came from contract growers. 29
The Contract of Supply scheme was discussed at great length at
the 1973 Dominion Conference.
success of the scheme.

Growers had differing views on the

Nelson and Hawkes Bay growers believed that·

the scheme had been successful.

A Nelson remit

that this Conference supports the Apple and Pear Board's
Contract of Suppl~ Scheme and recommends that there
be a testing period of three years
30
was carried at the Dominion Conference.
On the other hand, some growers demanded that the scheme be
either altered or abolished altogether.

Poverty Bay growers demanded

that the contract be reconsidered~ whilst Canterbury and Auckland
. growers wanted the scheme to be abolished.
wanted to revert to the 1971 scheme. 31

Oratia (Auckland) growers

In support of Canterbury

demands the Canterbury Di rector of the Frui tgrowers' Federation said
that the scheme had not been successful in Canterbury.

He contended

28The Orchardist of New Zealand, October 1972, p. 310.
29 1bid., March 1973, p. 42.
30 1bid., December 1973, p. 409.
31 Fruitgrowers' Federation Remit Book, 1973.
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that it was forcing growers out, not in 32 _Another spokesman for
11

11 •

Canterbury said that they-supported the Board in its efforts to reduce
black market sales, but not in its penalising of the legimitate gate
selling.

They also contended that the Contract of Supply scheme had

not bee~ _the right way to limit black marketing.
Auckland growers also expressed the view that the scheme had not
been a success,

One grower maintained that

private selling channels are essential because they
enable growers to quit second grade fruit that is not
economical for the Board to handle, but can be sold to
the advantage of the grower.
Auckland delegates felt that the present contract was too restrictive. 33
The Board itself maintained that it was too early to judge the
effectiveness of the new terms and conditions.

It believed that the

full contract period of three year~ should elapse before an attempt
was made to make a complete assessment.

The Board did, however,

mention that on the local market during 1973 it had achieved very
high levels of weekly sales.
_the reduction in the
enabled the Board to
ively in the eyes of
contract was showing
; ves.
·

It also contended that
number of growers advertising had
appear. to be competing more effectthe public and that the present
some signs of achieving its object34

Although the Board did not recommend any changes to the present
Contract of Supply, delegates at the 1973 Dominion Conference passed
a resolution put forward by the Federation's Directorate to amend
the conditions of the contract.

The conditions of the contract were

subsequently changed to allow growers to display a sign at the gate
"Apples and . Pears . for Sale 11. •
.

Growers were also permitted to circularise

32 The Orchardist of Ne1.t1 Zealand, December 1973, p. 409.

33 Ibid ...
34 Ibid, October 1973, p. 316.
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existing mail order customers advising.that they have apples and pears
for sale. The new' conditions were. applied to the 1974 season. 35
During 1973 and 1974 it was reported that growers from Cant~rbury and Auckland were totally disenchanted with the Board and that
_the root cause of this was the Contract of Supply Scheme. This disenchantment led Canterbury growers, once again, to campaign to have
thei'r district released from the controlled marketing system.

Earlier,

in 1972, it had been contended by some growers that the Board, in
invoking such tough sanctions against the non-contracting growers,
should have granted this grower some kind of quid pro quo.

For instance,

it was suggested that the 1 non-contracting grower' should have been
permitted access to local market retail sales as proposed in• the 1961
Committee of Inquiry Report. 36 This, however, was not the case and
rebellious Canterbury growers demanded that they be released from ·the
Apple and Pear Act.
These growers did not voice their demands for freedom at the
Dominion Conference.

Instead they sought the support of the Government

and the controversy also spilled over into the public area. The
Canterbury Director of the Fruitgrowers' Federation, Mr Samson, made
representations to the Minister of Agriculture, Mr Moyle, endeavouring
to have Canterbury growers released from the provisions of the apple
and pe~r legislation. 37
Growers also gai"ned media coverage of their demands.

In the

Chnstohuroh Star growers claimed that the contract was an unnecessary

restriction on both the grower and the consumer and that they would
continue
to. oppose the contract until they got relief from it. The
............ ................. . . . . . . . .
'

'

5

The Orohadist of New Zealand, June 1973, p. 142.
36
. The Orohardist of New Zealand, December 1972, p. 415.
The Repox-t of the 1961 Committee of Inquiry ... , p. 57.
37The Orohard-ist of New Zealand, March 1973, p. 65.

See a1so
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growers maintained that if they did not succumb to the contract and
give up their gate sales, relying entirely on the Board, their
standard of living would drop drastically.

The growers wanted to be

free to market their fruit in the way they knew best, with the right
to sell as they chose locally, letting supply and demand determine
. 38·
the pnce.
Finally, one grower looked on the new contract as the final nail
fo the Canterbury growers I coffin.

He felt that guarantees39given to

Canterbury growers in 1948 had been whittled away until today growers
were being penalised for living close to a local market.

The Board,

however, could not see special arrangements being made for Canterbury.
It maintained that there were plenty of other ~rowers in the country
living comfortably off the Board's prices. 40
It has already been mentioned that the Board was of the opinion
that the Contract of Supply scheme should be in force for its full
three years.

In further response to grower criticism of the scheme,

the Board contended that it
boils down to the fact that some growers want the 'best
of both worlds 1 wishing to sell at the gate without
any, restrictions whatsoever and pass onto the Board the
fruit they cannot dispose of in this way.
41
The Board also maintained that it must have advance knowledge of
likely fruit receipts and that the Board's programme must be unimpeded
by the conflicting interests of a few. 42 As always the Board claimed
that it was a national marketing scheme and that the Board has to
38The Orchardist of New Zealand, March 1973, p. 65.

39 Guarantees refer to the cost of production and proximity to
market bonus payments which Cantevbury had fought to have included in
the original Act.
40 The Orchardist of New Zealand, June 1974, p. 149.
41 Ibid.
42 rbid., September 1974, p. 244.
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operate it in favour of the .95% of growers who support the Board's
actfvity.
The debate between th.e growers themselves and with the Apple
and Pear Board over the Contract of Supply scheme continued at the
Fruitgrowers' Federation Dominion Conference in 1974 with still no
resolution. As in 1972 Canterbury growers demanded that the Contract
of Supply scheme be discontinued.

In the event of it continuing they

suggested that any grower, whether under contract to th~ Apple and
Pear Board or not, be permitted to advertise and sell all varieties
which the Board had declared un~conomic. 42

In presenting the case

against the continuing of the scheme the Canterbury Director of the
Fruitgrowers' Federation insisted that.there be an unprejudiced hearing
of minority interests.

He was determined that Canterbury growers were

not going to be put out of business solely as a result of the Board's
restrictive practices imposed for export oriented reasons on a nat--43

ion al basis.·

The Contract of Supply Scheme was due for review at the end of
1975, three years after its inception.

During that year there were a

number of discussions between the Directorate of the Fruitgrowers'
Federation and the Apple and Pear Board on the_subject.

An agreement

was reached between the two bodies and a remit put forward to the
Dominion Conference which s_uggested that there be no fonnal contract
scheme and that it be replaced by special terms and conditions of supply.
Follow~ng the Conference's approval, the Board resolved and
.. ~~~-~e~. ~he. con~:nt of the ~inister of Agriculture to set the terms of
42Phe O:riahaPdist of NelJJ Zealand, September 1974, p. 244.
43 The Contract of Supply scheme was, of course, voted for by Nelson
.and
~awkes Bay growers, where the majority of the crop goes to
export and they do not send much through gate sales.
·
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supply for the 1976 season. 44 These terms and conditions were considerably more lenient than those of the formal contract of supply.
The grower could once again sell all or part of his fruit to
the Board at any time, free from penalty, so long as he complied with
the new set of terms and conditions of supply.

Growers, however,

could not advertise prices in any of the news media.

Also, the .

provisions of sections 42 and 43 of the Act had to be strictly complied
with.

These sections relate to the unlawful sale of apples and pears

and to restrictions on sales to the consumer.
Finally, as with the formal contract, the prices paid to
growers who did not comply with the terms of supply were set down to
be 50% of the price list rate.

Similarly, these growers were not

entitled to any balance of the Average Price Pool or in any distrib~tton of annual profit. 45
To conclude, it appears. therefore, that on the question of the
control of the local market discussion had come almost full circle
during 1968-75.

Following a brief interlude where the grower was no

longer permitted to each year allocate his supplies between the Board
and the gate, the status quo was restored so that the grower could
once again make this choice.

Similarly, having considerably tightened

the terms of supply relating to frait submitted to the Board, by
placing restrictions on the private sellers' freedom to solicit sales,
these were subsequently loosened so that the grower could advertise
his fruit for sale along with varieties and prices.

They were still

not, however, permitted to solicit sales in newspapers and still
received.only half the nonnal price for fruit submitted to the Board
44The Orchardist of New Zealand, November 1975, p. 321
45
...
Ibid., p. 321. These terms of supply remain in force today.
See Appendix II.
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if.they dtd not abide by terms laid down by the Board.

These restric-

tions were still wider than those laid down in the Regulations under
the Act.
As with the earlier Continuous Supply Bonus Scheme, the
Contract of Supply Schemes were intended to induce grower support for
the Board ls marketing scheme and keep competition from gate sales at
what the Board termed "acceptable levels 11 •

Although the Board at no

stage indicated the levels which would be acceptable, it would appear
that the level of competition was not reduced.
Indeed, rel at fog grower opposition to the scheme itself and the
restrictions placed an selling, to the figures shown in Appendix I,
tt is possible to attribute a considerable drop in the percentage of
the crop handled by the Board in 1973 to dissatisfaction with the
contr~ct.

Similarly, if reports of black marketing are correct, the

contract may we 11 have led to more of these sales.
Finally, the Board failed in its bid to more tightly control
the local market.

It had, however, succeeded in stirring up trouble

within the ranks of the country's gate sellers who demanded that the
Board no longer have a monopoly over the sale of fruit to the retailer.
The Contract of Supply scheme had the effect of splitting the industry between Board suppliers and the others.
2.

·Marketing· Improvements
During 1968-75 growers continued to demand a better performance

from the Apple and Pear Board on the local market.

In contrast to

earlier years, however, these demands were marked by a sense of
urgency.

The demands appeared to be even more comprehensive than in

previous years and frequently entailed calls for a total review of all
aspects of the Board's local market procedure - distribution,
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packaging aDd promotion.
The period began with demands from growers in 1968 for the
Board to make greater efforts to increase consumption of pip fruit
and review its local marketing procedure with a view to catering
better for consumer preferences.

To fulfill the latter ~emand, Poverty

Bay growers suggested to the Board that:the marketing of varieties
commence as soon as harvesting began and that more fruit should go
direct from orchard to auction floors dudng the season so as to reduce
costs.

Poverty Bay again in 1969 called on the Board to improve

its local mar.keting.

This time they suggested that the Board improve

its packaging, pack out~of-season fruit prior to sale and refrain from
witholding prefe~red varieties until less popular lines had been
disposed of. 46
As a further example of growers 1. concern over the Apple and Pear
Board's total performance on the local market, Hawkes Bay growers in
1972 demanded
that every endeavour be made by the Apple and Pear
Marketing Board to improve the marketing of New Zealand
fruit on the New Zealand market.
47
In addition to the general pleas from growers, there were
demands for specific changes to aspects of its local market operation.
Growers were especially looking for changes in the areas of packaging
and promotion of local market fruit.
Growers were very concerned that the Board find ways of reducing packaging costs.

For example, in 1970 Nelson growers called on

the Board to
carry out exercises to test more economicial and
more efficient mathods of fruit packaging in order to
promote better sales of pip fruits.

46,Fru~tgrowers
·
, Fe de rat~on
• Rermt
• Boo,
k 1969 .
47 Ibid., 1972.
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And again in 1972, these growers demanded that the Apple and Pear
Board urge~tly·investfgate all _areas of packaging to achieve economies. 48
A second area in which the Board was asked to make changes was
that of promotton and advertising.

In 1972 Nelson growers demanded

that
in view of increasing local market production and red • ced
sales, the New Zealand Apple and Pear Marketing Board
look·urgently into their selling and advertising methods
within New Zealand, via all. forms of media with a view to
updating them.
Auckland growers in 1975 also asked the Board to review its advertising. 49
In addition to changes in packaging and promotion growers
suggested that the Board educate retailers into the best methods of
buying, storing and presentation of fruit.

One Nelson grower contended

if the Board assisted retailers in their fruit display, it would be
rendering a service to both retailers and the public. 50
Finally, it is important to note that over twice as many remits
to the peri'od' s conferences concerning the Board's · operation on the
local market came from Nelson and Hawkes Bay growers compared to
Auckland, Canterbury, Poverty Bay and Marlborough and Otago combined.
Canterbury growers, for instance, placed only two demands on the Board
for changes to its local market strategy~ and these were to do with
the Board's handling of fruit in loose form.
For Nelson and Hawkes Bay growers to be more vocal in their
demands for an improvement in the Board's marketing operation
their counterparts in other districts is not unexpected.

than

Nelson and

Hawkes Bay growers are securely locked into the Board's marketing
operation because . they
do not
have a viable potential for gate sales.
.
.
...
48FruitgPowePs' FedePation Remit Book, 1970 and 1972.

49 Ibid., 1972 and 1975.
50The OPchaPdist of New Zeatand, November 1968, p. 380.
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It is in their best interests' therefore to keep the Board on its toes
_and perfonning efftciently.
·on the other hand, the other districts, especially Canterbury
and Auckland, have a viable exit alternative in the fonn of gate sales.
These sales are, of course, in competition.with the Board and it is
·only to be ex.pected that they would be far less inclined to demand
improvements to the Board's local market operation.

This situation

serves to further hJghl_ight the conflict of interest between growers
discussed in the previous section.
To conclude, growers during 1968-75 were insistent that the
Board take all possible steps to reduce costs borne by the industry
and better serve consumer needs. They were encouraging the Board
to search for simplification in packaging and distribution systems.
Above all, they were·trrgently demanding a much improved general performance by the Board on the local market.
· ·soard·Response
The major features of the Apple and Pear Board response to the
. growing demands that it improve its marketing performance are fourfold.

The Board carried uut an internal review of the local market

operation and implemented changes to its marketing techniques, some
of which had been asked for by growers.

The Board together with the

Fruitgrowers' Federation commissioned a Massey University research team
to undertake a thorough investigation of many aspects of the Board's
operation. Also, the Board continued to assure growers that the local
market operation was under constant surveillance and that they were
doi_ng their best to carry out an efficient and orderly marketing
programme.
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1.

Internal Review of the Local Market
In Octobe'. 1968 the Apple and Pear Board announced its intention

to undertake a complete review of local market policy with a view
towards improving the system wherever possible.

The Chairman, Mr

Sinclair, called on all sections of. the trade to offer opinions and
suggestions as well as recommendations from the Board's marketing
--51

officers.

Following written and verbal submissions from management and
members of the trade the Board announced major recommendations to be
implemented immediately.

The most important of these were increases

in the quantity of pre-packaged fruit, moves to develop a 20 to 30
pound local market container for loose fruit, an extension of atmospheric storage to fill gaps in supplies during December, and consideratfon of the elimination of wrapping and packing of early and midseason varieties.
In addition to these, the following recommendations were to be
implemented gradually by the Board.

It intended to extend the use of

bulk bins for the packing out of local market fruit just before marketing and also to extend or provide packing facilities in the main
marketing centres.

Finally, the Board announced that there would be

a gradual phasing out of the standard wooden local market case and the
52
development of a local market carton.
By undertaking this review, the Apple and Pear Board appeared
on the surface at least to be interested and concerned about its performance on the local market.

Growers had, of course, at the end of

the previous period, been demandi_ng that the Board pay more attention
to the local market and that it review all aspects of this operation.
51 The Orcha,rdist of New Zealand, October 1968, p. 305.

52 Ibid, February 1969, p. 10.
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Therefore it seems logical that it should undertake this review.
The review itself, however, did not promise anything new, exciting or really innovative.

There was a mixture of recommendations,

most of which involved the extension of existing local market strategy.
Finally, the undertaking of _tfUs review may be seen as a way of keeping
'. growers qu{et and givfng the Board time to develop new ideas or indeed
think up new ideas for improving its marketing performance.
2.

Changes to the Board's Local Market Operation, 1968-75
During 1968-75 the Board made several changes to its operation

on the local market.

Some of these were based on the recommendations

of the 1968 review and mainly concerned the distribution of fruit.

In

1968 and 1969 the Board provided limited quantities of tree ripened
fruit on the local market.

This early and mid-season fruit was

aucttoned in April prior to the introduction of nominated prices. 53
In a similar effort to minimize the delay between harvesting
and fruit reaching the consumer the 1973 season saw a planned movement of early season fruit to allow for the marketing of all others
as they were received. 54

It is not known, however, whether this

became a permanent feature of the Board's local market operation.
The Board maintained that the marketing of varieties as soon as harvesting commenced was not always prudent to carry out and would
sometimes mean sacrificing the realisation of a variety when supplies
are sometimes in excess of demand.
The new technique itself was an important one because it
allowed for a reduction of costly cool. store and additional handling
charges.

The system could also result in better quality fruit at

53Apple and Pea:ri Boa:rid Annual Report, 1968, p. 10.
54 Ibid., 1973, p. 9.
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cheaper prices in the flush of the season.
In 1973 the Board established packing plants in Christchurch
and Auckland. 55 These were in addition to plants already operating
in Dunedin and Hastings. The introduction of packing plants meant
that fruit could be stored in loose form and subsequently graded for
marketing prior to distribution.

This change was significant because

it provided and afforded better opportunities of marketing fruit as the
consumer required it.
The introduction of packing plants enabled the Board to receive
more fruit in loose form.

By 1975 50 % of local market fruit was

received from growers in loose form with 37% of total sales being in
non-packed form, such as small cartons, pre-packaged bags and other
.. 56
loose packs.
The extension of both methods of packaging assisted
towards attaining higher quality fruit at the retail level.
In an effort to minimize the time passage from the Board's cool
store to retail outlets and thus improve the quality of the fruit, the
Board in 1974, on its own initiative, held discussions with wholesale
distributors throughout the country.

Commission factors were adjusted

to encourage the pre-selling of fruit prior to delivery to the retail
store.

Control conditions were al so es tab 1ished to minimize the period

of floor holding.

Direct delivery from cool stores to retail outlets

was promoted as the ulti.mate objective. 57
Finally, during 1968-75 the Board took on a slightly sophisticated
approach towards promotion.

By 1975 generic advertising of fresh fruit

in the media played little part in its promotional rationale and was
usually only used as a means of achieving a short term marketing
55 The Orchardist of New Zealand, December 1969, p. 364,

56 .

Apple and Pear Board Annual Report, 1975, p. 9.

57 Ibid., 1974, p. 4.
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Instead, the Board geared its activities to instore promotional
projects, point of sale display material and associated merchandising
activities.

The cornerstone of this activity was the National Apple

Month Campaign begun in 1973.

The campaign was geared towards height. 59
ening awareness of the apples sold by the Board at the retail end.

The campaign utilised all sorts of public relations and promotional
techniques, such as apple packing competitions, car stickers, a MR
APPLE tour, apple peeling competitions, fruit retailers promotion
competition, as well as an intensified media publicity programme.
These activites were intended to spotlight the virtues of the apple in
fresh and processed form and create an improved awareness in a month
of concentrated publicity.
3.

Finally, this campaign is held annually.

· ·Assurances to·the·Grower
The review of the Board's local market policy in 1968 was part

of the Apple and Pear Board's proclaimed objective of keeping the local
market under constant surveillance.

For instance, in 1973 the Board

stated th.at it was continually examining ways of effecting improvements
in sales, both in quality and quantity.
It is our objective to reduce the inbetween costs and
improve the quality of the fruit available to the consumer,

60

said the Board.
The Board continued to reassure the grower tbat it was continually looking for better ways of marketing their fruit.

In addition

to these assurances the Board maintained that it was looking for
.. increased loyalty ~ng_p~rformance.on the part of the retailer. 61
58The Orchardist of New Zealand, August 1975, p. 221.

59 rbid., December 1973, p. 396.
60 Apple and Pear Board Annual Report, 1973, p. 9.
61 The Orchardist of New Zealand, November 1973, p. 345.
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Here again the Board was attempting to pass ~ome of the blame for
criticism of its perfonnance onto the retailer.

As discussed earlier,

some growers al so came_ in for attack from the Board for their lack
of loyalty.

The Board maintained that it was having increasing diff-

iculty carrying out its functions with regard to the local market
·because of lBck of knowledge as to what it had to sell. 62 The Board
blamed the gate seller for this state of affairs.
4.

··The· Commissioning of a Study at the Massey University Market
· ·Researcn.·centre
In 1974 the Board acknowledged that it was very

II

conscious of

the urgency to re-establish the industry on a more solid foundation. 1163
In the same year the Board announced that a survey of the Apple and P.ear
Industry was underway.

The Board and the New Zealand Fruitgrowers'

Federation had commissioned a Massey University Research team to
investigate all aspects of the industry including the local marketing
of appaes and pears.

The terms of reference of the Massey Report were:

To confirm in the light of likely market conditions
whether there can be a viable future for modern apple and
pear growing in New Zealand and to detennine what measures
are required to help ensure its viability.
64
The survey was to cover the Board s total marketing operation
1

and would include an examination of the most efficient and least costly
methods of handling and marketing, a review of price fixing procedures
and a study of the marketing of apples and pears on the local market.
During the time the survey was being carried out, those involved
in the industry were hopeful that it would provide solutions to many
of the industryts problems,
especially the question of the control and
. . . . . . ..
'

62

The Orcha:Pdist of New Zealand, December.1976, p. 353.
63Apple and Pear Board Armual Report, 1974, p. 5.
64Massey Report, p. XI.
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operation of the local market.

Speaking about the controlled mar-

keting system at the Dominion Conference in 1975, the Board's Chairman
said that
the Massey report wi 11 attem·pt to provide some of the
answers and not all of them will please everybody.
65
Similarly, the President of the Fruitgrowers 1 Federation, Mr McCliskie,
is quoted as saying that the survey would be a waste of time and
effort unless some of the recommendations were implemented.

He looked

to the industry to use the study as a base to work from in answer to
some of the industry's problems. 66
The Massey survey took two years to complete and a report was
delivered to the industry in mid-1976.

The Report's analysis of the

industry's problems, its reco11111endations and impact on both growers
and the Board wilJ be discussed in the next chapter.
· · Conclusion
The Apple and Pear Board's response to grower demands that it
improve its marketing performance was largely dev6id of a lot of action.
What action there was, like the recommendations in 1968, mainly involved
the extension of past ideas.

The emphasis was on the packaging of

fruit with the only new-development in this field being the introduction of BP.ard packing facilities.

Apart from these packing facilities

the only other change of any magnitude to the Board's operation was
the new promotional campaign.
The new ideas of marketing tree ripened fruit and early varieties
as they were received showed a great deal of potential for reducing
handling costs and increasing s~les.
not pursued with vigour.

These strategies were, however,

There was no concentrated effort to make this

65 The Orchardist of New Zealand, October 1975, p. 306.

66 Ibid., p. 310.
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an important and integral part of the Board!s local market operation.
In general, therefore, the Board did not pursue new and innovative marketing ideas with the kind of gusto which was warranted by
the urgency attached to growers demands for such changes, or the kind
of pressure the Board was receiving from gate sales.

Instead the

Board tontinued with assurances to the grower that, it was constantly
examining ways of improving sales.

The Board also reminded growers

that the actions of some growers and retailers were undermining the
Board's efforts to improve its local market performance.

And at the

end of the period, yet another review was underway of the local market
operation, which had the potential to hold answers to the Board's
marketing problems.

3.

PRICES
In comparison with previous years, growers during 1968-75 were

more concerned about the prices they were receiving from the Board
for their fruit.

Demands cancerning these prices assume far greater

importance in the politics of the pip fruit industry.
The reason behind the sudden upsurge dn demands concerning prices
is undoubtedly the advent of the new Prices Authority in 1967.

In the

early 1970s many pip fruit growers were going through a period of economic crisis brought on by steeply rising costs of production due to
inflation.

These costs were no longer fully recompensed ·as t.hey

were under the cost of production guarantee.

It must be remembered

that the.Prices Authority was henceforth to have regard to a number of
factors, including market realisation as well as the cost of production,
when setting the annual average price. 67
67 See Chapter One, p. 8

for details.
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Relating this issue to the Board's performance on the local
market, growers wanted~ greater percentage of the consumer dollar.
The differentfal between the price the grower was getting -and the
price paidbythe consumer had widened due to increased marketing costs.
Only by improving its overal 1 performance .and operating as efficiently
as possible c·ould the Board decrease this differential and pay the
grower more for:.his fruit,

This in turn would reduce the incentive

for growers to sell. their fruit through channels outside the Board.
After all, economics is the rationale behind a grower's decision to
exit from the Board's marketing system .
Throughout 1968-75

. _ growers protested about the inadequate

payments being received by pip fruit growers.

In the first few years

of the period they contended that the grower should receive a greater
share of the final retail price.

Nelson growers, for example, in 1969

demanded that greater efforts b.e made to have retail prices bear a closer
relationship to grower payments. 68 Hawkes Bay growers concluded in
1969 that the basic price was no longer sufficient to maintain the
stability and well being of the industry and asked the Prices Authority
to urgently bear this in mind when establishing the basic price for the
season. 69
In addition to these demands, Canterbury and Otago growers were
also fighting to have the price for loose fruit increased to give
growers a more economical return.

They asked the Board to review the

basis of loose fruit payments to bring it more in line with packed
fruit.

The question.of payment for loose fruit appears to have been

settled by 1970 with no f~rther discussion at Conferences .
. From.1970~7~, grow~rs from all districts turned their attention
68Fruitgrowers' Federation Remit Book., 1968,

69 Ibid., 1969.
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to the criterion used by th.e Prices Auth.ori ty in setti._ng the annual
average price to be paid to_ growers.

They contended -that the crit-

erion should be changed to allow for inflation so as to give a more
realistic return to growers.who supply the Apple and Pear Board.

In

other words, they wanted payments to be more realistically related to
costs .. Dissatisf1ed Nelson growers in 1975 went as far as demanding
that growers• costs of production be met or there be a
general lowering of costs and wages throughout the
country.
·
70
As well as calling for changes to the criterion used by the
Prices Authroity, growers demanded that it be given greater flexibility
when making changes to the annual average price.

They wanted to see

the statutory 5% limitation in the price rise and fall placed on the
Authority increased to a realistic figure.

The extent of growers'

opposition. to the new price setting system led them on five separate
occasions to demand that the guaranteed cost of production to pip
fruit growers be reinstated. This procedure would replace the Apple
and Pear Prices Authority.
It is important to note that almost twice as many remits con~
cerning prices during this period came from Auckland and Canterbury
growers.

Thirty-four remits came from Auckland and Canterbury.

This

contrasts markedly with the proportion of remits concerning demands
on marketing improvements_: This feature can be explained by mentioning
that although Auckland and Canterbury growers in the main do not supply
the Board with the majority of their fruit, they still want, and in
many cases need, the shelter of the Board's umbrella.

It is

therefore

in their. interests to demand higher prices without at th.e same time
demanding that the Board improve its marketing perfonnance .
. . . . . To.concl~~~,.tn~~~-dem~nds represented further pressure on the
7°Fruitgr0l.ilers' Federation Remit Book., 1975.
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Board to improve its performance in all areas of its operation, not
just the local market.

Despite the demands, however, the cost of

production guarantee was not reintroduced, no criterion was introduced
to allow for inflation and the 5% limitation on the seasonal price
change remained the same.

4.

VOICE FROM OUTSIDE INTERESTS

Fruit retailers during 1968-75 continued to be critical of the Apple
and Pear Board's performance on the local market.

They criticised the

Board's failure to stop black marketing and restrict grower competition.
In 1969 they were critical of the fact that gate sellers were
able to release varieties of apples for sale up to two weeks before
they were available to retailers through the Apple and Peat Board.
Also, they complained that gate sellers prices are considerably lower
than those the retailers have to pay the Apple and Pear Board.

They

contended that the restriction on the retailer to purchase only from
the Board prevented the retailer from being able to give customers fruit
at competitive prices. 71
In 1971 it was reported that the Fruit Retailers'Federation had
approached the Deputy Prime Minister complaining about unfair competition faced by the fruit retailing industry from road side stalls. They
asked him to appoint an inspectorate whfch would ensure that road side
,stall owners complied with the requirements of the regulations. 72
Therefore, in addition to complaints from growers, retailers
were also dissatisfied with the perfonnance of the Apple and Pear
Marketing Board.
. . . . . .
'

71

'

.

.

Their dissatisfaction was, however, voiced through

()r,chardist of New ZeaZand~June 1969, p. 154.
72 Ibid., Nove~ber 1971, p. 390.

1L6

channels outside the Board itself.

CONCLUSION
uuring 1968-75 the Apple and Pear Board attempted to improve
its performance on 'the local market in much the same way as it had in
earlier years.

It responded to grower and retailer pressure by tight-

ening its control over the local market and by changes to its operation
on this market.

In contrast to earlier years, however, there appeared

to be a strong imbalance between the two strategies and this had severe
consequences for the Board s position as a whole.
1

The Board's efforts to control the local market have been
discussed at length.

Its desire to restrict growers' use of the exit

alternatives led it to invoke tough sanctions against gate sellers who
did~not comply with the restrictions taid down in a series of Contract
of Supply schemes with growers.

These contracts, especially that in-

. traduced in 1972, which· forced growers to choose between either the
Board or 11 the gate" for disposing of its fruit, were intended to
induce grower support for the Board's marketing system.

At the same

time they reduced the effectiveness of gate sellers' attempts to
attract customers in competition with the Board.

This was a result of

the restrictions placed on the gate sellers right to solicit sales
and at the same time supply the Board.

The Apple and Pear Board s
1

actions during this period were undoubted'ly dominated by matters
concerning these schemes.
On the other hand, the Board 1 s activity in the area of marketing

improvements appeared to be not nearly as rigorous as its endeavour to
control the local market.
however,

highlighted

The Board 1 s inactivity in this area is,

· by two reviews of its local market operation
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and a series of reassurances to the grower.

Finally, a mixture of

ideas for improvement and the slow speed with which they were developed,
contrasts markedly with the urgency of grower demands.
It can be concluded, therefore, that the restrictions which were
intended to protect the Board's position on the local market and thus
the position
of the grower who supplies the Board in fact operated to
.
.

damage that position by providing inducements to the grower to compete
illegally and legally with the Board.

The Board's position was worse,

not only because its share of local market sales was reduced following
the introduction of the contracts, but also because the nature of the
contracts activated the voice of some growers who wanted to free the
local market.

There were strong moves from Canterbury and Auckland

in this direction.

Indeed, the contracts had the effect of under-

mining the Board's position on the local marekt rather than strengthening it.
Finally, in 1976 the pip fruit industry was said to be at a
"cross-roads", as decisions made in that year would have a profound
effect on the livelihood of ALL growers and shape the future of the
fruit growing industry.

This situation had been brought on by the

circumstances discussed in this chapter.
The split in the industry over the control of the local market
led to definite calls for unity by 1976.

In 1976 the Apple and Pear

Board suffered a deficit of $2,228,194 which meant that the accumulated
deficit in the Industry Reserve Fund had grown to $4,407,392. 73 With
little inunediate prospect of this being cleared or substantially
reduced, the industry's future looked gloomy.
In addition to this the Massey Report was presented to the
industry in 1976. As already mentioned, many were looking towards the
73AppZe and Pear Board Annual RepoPt, 1976, p. 20.
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Report to help solve the industry's problems.
The industry was indeed at a cross-roads in 1976.

According

to one spokesman there existed in that year a climate right for
11

change 74 These changes, as well as those after 1976, are discussed
11 •

in Chapter Seven.

74 ward, interview-.

CHAPTER SEVEN

1976 - 1980

INTRODUCTION
The format of this chapter has been changed.

Discussion will

begin with the Massey Report, its analysis and recommendations concerning
the local market.

Board actions in terms of attempts to improve its

performance on this market will be looked at, followed by a discussion
of the possible reasons for this action.

This discussion will deter-

mine the extent to which the Board's actions can be explained in
terms of 'exit and voice' alone and the extent to which other pressures may be considered responsible.

1.

THE MASSEY REPORT
In line with its terms of reference, the Massey Report

concluded:
It is clear to us that the industry, given its pres:nt
structure, location and size, is NOT viable. That 1s,
that it cannot survive in its present form without the
infusion of external support.
1
The Massey Report, despite its assertion that the industry was not
viable in its present form, also stated that:
We have no doubt that the apple and pear growing by modern
methods undertaken in the light of market conditions can
be fully viable.
The Report contended that major structural changes were required to
ensure the viability of the industry and recommended a plan of action.
1 Rae et al., p. 101.
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Chief among these was the rec~mmendation that fundamental reform of
the structure of the local market was needed.
11

It was stated that

the present monopoly of supply to retailers. is not in the best ·

interests of growers, consuming pub 1i c or the Board. 11
The Report said that there were only two directions for change
from the status quo in the local market - ·either to allow a greater
degree of legal competition among organizations involved in pip fruit
marketing or to. restrict further the competition that presently exists
between the Board and the direct sellers.

The Massey team chose the

former alternative and recommended:
The Board's monopoly of supply to the local market should
be ended and the Board relieved of the obligation to accept
all fruit that passes inspection. It should· continue to
operate on the local market, in competition with other
suppliers, but there should be no restrictions on this
market.
2
In support of this recommendation the Repor~ contended that in
11

New Zealand the Apple and Pear Board's marketing performance has been
poor.

11

This was largely attributed to the difficulties inherent in

the legal position under which it is obliged to accept all fruit which
meets minimum grading standards, the misdirection of the Board's promotion,3 and the magnitude of its marketing costs in comparison with
the marketing costs of direct sellers. 4
The Report also claimed that the Board had failed in the past
to innovate and seek new market segments as rapidly as would have been
desirable.

This they said was due to "lack of competitive stimuli".

They contended that a greate~ degree of competition which would exist
in a free local market would encourage innovation and demand expansion
2Rae et al., p. XXVI.

3The view is that the Board's promotional effort had been for
several years directed at the promotion of apples and pears in general
rather than specifically at the promotion of fruit sold by the Board.
4Rae et2al., pp. 73-74.
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and also help to minimise the costs of marketing pip fru~t. 5
It would appear that the Massey Research team had a somewhat
.odd idea about what constitutes competition.

Here they are referring

to the lack of competition for sales through

the retailer.

It has,

however, been shown quite conclusively that the Board had over the
years suffered extensive cmnpeti tion for the consumers I favour from
gate sales and black marketing.
Immediately following its completion in June 1976, the Massey
Report was the subject of considerable discussion and thought by Fruitgrowers' Federation Directors and members of the Apple and Pear Board.
The outcome was a number of joint recommendations based on those contained in the Report.

The recommendations included the determination

of the average price,transport and payments, levies and the regulation
of production as well as the issue of.the control ·of the local ~arket. 6
Contrary to the Massey Report the federation Directors and the
Board recommended that the local market remain controlled.

They argued

that a free local market would not be in the best inter,~sts of the
Industry.
It would appear, therefore, that after looking forward to the
Report as a source of inspiration and guide to solving some of the
industry's problems, the Board was confronted with a document which
ran counter to its whole philosophy - a philosophy based on control
of the local market. The previous years had witnessed a gradual
tightening of the Board's control over the local market.

The Board

had chosen to change the status quo in the opposite direction to that
suggested by the Massey Report as a solution to the local market
problem.
5

Indeed, this clash of. ideas. is highlighted by the Joint

Rae et al., p. XXVI.
6Joint Recommendations Blue Paper, p. 3.
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Committee's recommendation that the penalties for illegal selling
be increased and extended to include the loss of a grower's right to
supply the Board following a conviction.
In criticising the Massey Report, the Board felt that the
research team had failed to give an objective approach to the study of
.the local market and that the exercise had developed into. an attack on,
the Board's performance.

Mr Bremner, the Board's General Manager,

claimed:
it is apparent that they have hung their hat early on
a free local market and have developed their cause
around this theme.
7
In contrast to the Massey Report's findings, the Board maintained that it had taken a very ~esponsible position in relation to its
function on the local market.

The Board pointed out that it had always

disposed of the crop submitted'to it.

Although acknowledging that the

prices obtained had not always been satisfactory, it contended they
had always tried to get the price up.

The Board also maintained that

marketing and pacRaging costs had not been excessively high.

Finally,

the Board once again blamed the gate seller and black marketer $Or
preventing the Board from restoring the industry to a more viable
~
8
b as1s.

Despite these claims the Board in its recommendations acknowledged that there was an urgent need to adopt a more aggressive and
professional approach to the marketing of fresh apples and pears within
New Zealand.

This would include emphasis on the total concept of

distribution management, effective monitoring of consumer reactions
to its products and quality control through the total distribution
from orchard to consumer •.9
7The Orcha:t>dist of Ne~ Zealand, November 1976, p. 325.
8Ibid., pp. 325-337.

9Joint Recommendations Blue Paper, p. 3.
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The recommendations of the Joint Comnittee - the Board and
Federation Directors - became the basis for an industry debate during
the next two years.

Growers were divided along much the same lines

as they were in previous years and talkin-g about much the same things.
At the 1976 Fruitgrowers' Federation Dominion Conference the
question of whether·the local market should remain controlled was
debated at length.

A total of five remits were put forward supporting

a controlled local market.

Seven remits, however, demanded that the

local market be freed for the sale of apples and pears.
Waikato, Nelson and Hawkes Bay growers remained in favour of a
controlled local market. Although supporting the recommendation to
continue with a controlled local market, Nelson and Hawkes Bay growers
qualified their support by suggesting that there should be more time
for assessment of the effects of any proposed reforms. They were,
however, at this stage not prepared to support demands for a free local
market. 10
Recalling earlier years, Mr H. Osborne, a Hawkes Bay grower, said
growers never knew whether they were going to get a return for their
fruit or not under a free local market.

He was afraid that this could

happen again. 11
Auckland, Whakatane and some Canterbury growers,on the other
hand, demanded that all controls on the marketing in New Zealand be
removed as strongly recommended by the Massey Report.

Hills Union

{_Nelson} growers wanted tne market to be freed for pears only.

Haupai

lAucklandl also favoured a partial freeing of the local market - for
Auckland growers only.
Mr Ward, Cante~b~rY.Pirector of tne Fr~itgrowers• .Federation,
10F1>Uitgr01.uers' Federation Remit Book,

1976.
11 The Orcha:t>dist of New Zealand, December 1976, p. 370.
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spoke at length in favour of a free local market.

Some of the advant-

ages, he said, would be that the Board would be relieved of its
obligation to aceept non-export fruit, black marketing would be
eliminated and there would be an increase in total consumption by the
public.

He contended that:
with a free local market it would be survival of the

fittest - the fittest to supply the fruit that is 'wanted
by the consuming public.
12

Most of the delegates at the 1976 Conference were, however, in favour .
of a controlled local market.

The motion "that the local market

remain controlled was therefore carried.

There~were 22 votes for the

11

motion, four against and nine delegatei abstainect. 13
By the 1977 Dom~nion Conference Otago growers were the only
.

ones in any way advocating a free local market.

These growers demanded

that unless the freight rate that is imposed upon fruit .
growers is abolished ·and the net average fruit value
is substantially increased, the local market be freed.
Clyde growers demanded straight out that all controls on pip fruit
marketing in New Zealand be removed. 14 Huapai growers from Auckland
again advocated that the Auckland district implement immediately a
system of free local marketing. 15 Mr Skelton, Auckland's Director,
nevertheless said that on the whole his district considered the local
market should remain controlled. 16
On the subject of freeing the local marke~, there had been a
marked change in feeling in the Canterbury district.

11

Canterbury

. growers are now about equally divided on the issues, said Canterbury's
17
.
Director.
In 1978, however, Whakatane growers were the only ones to
11

12'1'he Orchardist-of New Zealand, December 1976, p. 370.

13 Ibid.

.

14Fruitgrowers' Federation Remit Book, 1977.

15 Ibid.
16 .The Orchardist of New Zealand, November 1977, p. 371.

17 Ibid.
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to call for a free market.

The question of the control of the market

received little attention by growers at the 1978 Dominion Conference.
During these years the Board remained adamant that the local
market should be controlled.

It tried to get growers to see reason,

communicating through newsletters and at Fruitgrowers' Federation Conferences and in its Annual Reports.· The Board argued that despite the
problems inherent in conducting a controlled local market it was
totally convinced that the system operates not onry in the best interests of growers but also consumers and retailers throughout the
country •18
The Board attempted to demonstrate that whilst a free market
might benefit growers in the short-term_, it is in his long-term interests
that the local market remained controlled.

The Board argued that

under such a scheme the local market would become chaotic, affecting
the stability of the industry, the stabilising effect on supply and
demand would be negated under a free market.
The demands for a free local market were often labelled as
short-sighted by the Board.

It was argued that the larger and more

efficient growing districts of Nelson and Hawkes Bay would bring
fruit into the smaller districts like Canterbury and AuckJand, flooding
the market and depressing prices. 19 The Board also suggested that a
buyer such as a supermarket chain, backed by resources much greater
than ahy grower, would be in a bargaining position so much more powerful than that of a single grower and would be able to dominate negotiations.

This would result in prices being forced down to whatever

level the supennarket buyer chose. 20
18.The Orcha:rdist of

·19sunde, interview.
20 Il:li d.

Ne0

Zealand, September 1978, p. 242.
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Perhaps the most wi~ely used argument in favour of the controlled
market scheme is that a controlled market is necessary for a viable
export market.

It has been said that if the market were freed, the

Board would not know how much fruit was available for export.

The

Board on several occasions illustrated its argument with the experience
of other countries whose local markets are·not controlied.

For -

instance, in 1978 the Board commented:
In Tasmania where fruit traditionally destined for
export has been diverted to all the local ·markets on the
mainland and caused havoc in Tasmanian traditional
export market. To conduct a successful export orientation of pip fruit control of the local market is a
necessary prerequisite.
21
The Board contended that the Tasmanina situation was a classic example
of what could occur in New Zeal~nd if the local market did not
remain controlled.
Another frequent reason. given for continuing.with the controlled marketing system is as a result of the oversupply of apples
and pears in New Zealand.

It is argued that too much fruit is grown

in New Zealand and that this must be controlled. 22 The Board contends
that under this system it can add to existing facilities, ensuring
that the overall crop is handled in the most efficient manner and at
the same time is able to keep the price up for the local seller by
withdrawing some fruit for processing.

It therefore argues that if

the Board withdrew from a free local market and concentrated solely
on export, some other regulatory body would have to supervise the

withdrawl of unwanted fruit and the building of additional facilities.
Therefore, in direct contradiction to the recommendation of the
Massey Report and those who supported it, the Apple and Pear Board
21 Apple and Pear Board Annual Report, 1978, p.
22 Kiddle,The Orchardist of New Zealand, December 1976, p. 350.
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argued that a controlled loc~l market was in the best interests of
all concerned - the grower, consumer and retailer.

This· contention

was made despite the continuing decline in the share of local market
sales handled by the Board and despite earlier claims that it was
impossible to conduct an orderly marketing program because it does
not have accurate for~casts of how much fruit it will receive.
The Board had of course not long ago abandoned the Contract of Supply
scheme which was intended to increase its control_ over local market sales.
Following on from this it would of.course be in the members'
interests to protect their position on the local market.

If the local

market were freed.some considered it doubtful whether the Board would
continue to operate on this market.
To conclude, after an initial degree of enthusiasm prompted by
support.given by the Massey Report for a free local market, this was
a dead issue as far as Conference remits were concerned by 1979.
There had been a marked turnabout in attitude by many growers.
The Board may have succeeded in persuadfng some growers that a controlled
market was in their best interests.

It is, however, also equally

plausible that these growers, representing a minority opinion, had
simply given up trying to reverse the situation seeing that their
voice was doing no good.
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2.

EFFORTS BY THE BOARD TO IMPROVE ITS PERFORMANCE ON THE
LOCAL MARKET
It was shown earlier that foll owing the presentation of the

Massey Report to the industry, the Apple and Pear Board promised
growers a much improved performance on the local market.

In keeping

with this· promise the Board in 1977 introduced a pilot study to
examine the viability of packing apples in a returnable plastic crate
for distribution to the retail trade. 23 Direct deliveries of fruit
to retailers were also extended. 24 These moves were seen by the
Board as practical methods of containing packaging and distribution
costs.

In 1979 a new controlled atmosphere store was opened in

Hastings.

Following its opening the Board announced that it now had

ability to market top quality fruit for a full twelve months period. ~5
The Board, therefore, was seen to tinker with the process of
handling fruit.

There was, however, no indication of anything

approaching a greater emphasis on the total concept of distribution
mari.agement.

Indeed the aggressive amd professional approach to market-

fog promised by the Board in 1976 did not begin until the 1979 season.
In was in 1979 that the Board introduced a 'New Deal' to growers and
retailers with a totally new look apptoach to marketing.
1.

The 'New Deal'
In an effort to obtain more satisfactory local market sales the

Apple and Pear Marketing Board in 1979 introduced a new marketing
strategy for early and mid-season fruit.

The Board offered both

grower,and retailer a 'New Deal', designed to help curtail black
23Apple and Pear Board Annual Report, 1977, p.11
24 Ibid., p. 11
25
·
Ibid., 1978, p. 10.
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market and gate sales.

The new strategy was intended to allow the

retailer to compete with the gate seller for the consumers' favour and
allow the price mechanism to combat black marketing where policing
had failed. 26 According to Mr McGillen,the Board's Sales Manager,
the decision was made to establish the cause of the
problem with.local market sales and not just treat
the symptoms.

27

There is no doubt that the 'New Deal' was an attempt by the
Board to strengthen its legislated monopoly on the local market.

Mr

Bremner, the Board's General Manager, made it clear that although the
Board had faced criticism in recent years, the overwhelming majority
of pip fruit ·growers had voted for a continuance of a controlled
local market operation.
It is the Board's responsibility to make it work and
the changes are the most radical the Board could make
within ·a controlled system,
28
said Mr Bremner.
The aim of the strategy was to proyide at the start of and
during the harvest season sufficient quantities of fruit of all varieties at a price that will encourage the customer to buy from their
local retailer. 29 The 'New Beal' package involved five major changes
from previous local market strategies.

All of these added up to

what was to be a much more aggressive approach to the local marketing
of apples and pears by the Apple and Pear Marketing Board.
1. · Pdce.

The key to the new marketing lies in the sale of early
varieties (Gravenstein, Albany, Beauty and Gratia Beauty}
at low prices designed to draw the consumer away from
the orchard and into the traditional retail outlet,
30
26tva
ir t.
•
. Rev~ew,
•
31 J anuary 1979 •
~ona~'1 Bus~ness
27McG1•11 en, 1n
• t erv1ew.
. ..

28

.

AppZe and Pear News, Vol. 1, No. 1.
29B remner, 1n
. t erv1ew.
.
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said the Board's General Manager early last year.

Wholesale prices

for Gravenstein and strains were between $6.00 and $4. 30 a carton lower
than 1978 prices.
In announcing the change in the pricing of early and midseason fruit, Mr McGillen said
, We anticipate holding prices at present levels until
some time during May when competition from the gate
abates, at which point consumer purchasing patterns
are likely to be directed towards the retailer.

31

- Although it was anticipated by the Board that the selling of
these early varieties at low prices may result in a loss and hardly
cover costs, the design plan for the total local market was for
prices to increase as the season progressed, with later varieties
paying a profit.

As with the early varieties the Board considered it

vital that the prices of mid-season varieties, Cox's, Kidds Orang~,
Gala and Golden Delicious would remain competitive with gate sales'to
the extent that these varieties may not necessarily be able to cover
the full cost input. 32
In May of this year the Board reported that the price of apples
during the first four months of this year had risen only half the
rate of other fruits and vegetables.

The average maximum retail

price of apples was 54¢ a kilogram to the week ended May 9th, compared
with 47¢ a kilogram last year. 33
2.

Early Release

Along with the Board's new pricing policy, another important
feature of the new marketing strategy was the immediate rel ease to
the markets of a quantity of each variety commensurate with orchard
30The Orcha:rdist of New Zealand, February 1979, p. 20.
31 Ibid., April 1979, p. 78.
32 rbid., February 1979, p. 20.
33The Press, 27 May 1980.
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releases.
begins.

Fruit was to be submitted to the Board as soon as harvest
Should there by insufficient fruit to achieve this volume

throughput, the Board was prepared to transfer initial export receipts
for local market sales. 34
Apples have been and are released to the trade much
earlier than in previous years, sometimes up to four
weeks earlier,
said MrMcGillen. 35 The idea is to get through a big quantity of early
and mid-season fruit before the main season fruit, such as Delicious,
Granny Smith and Sturmer.
3.

Grower Payment

In order to encourage submissions of early varieties the Board
changed its system of payment to growers.

Payment to growers for these

varieties was to be based on a direct percentage of the Board's nominated wholesale list price.

In order to receive fruit as early as

possible so that it could be released as early as possible to compete
wi:tn the orchards, the Board set price differentials to encourage early
submission of these varieties.

The differential ranges f,rom90% of

the wholesale price for fruit submitted in the early submission period
to 60% in the final submission period,

To dissuade the dumping of

fruit on the Board at the last minute, the Board also decided to pay
the grower only 50% of the fruit value for fruit submitted in the
last week before the closing date of a particular variety. 36
The Board maintained that to extend this scheme to the next
varieties - Cox's, Kidds Orange and Gala - is neither possible nor
financially practical from a marketing point of view.

Such a system could result in higher returns for initial
.local _submi~si~n~_wh~~~_could.influence~rowers .against
34

.

..

Apple and PeaP News, Vol. 1, No. 1, January 1979,
35 M·G'll
··terv1ew.
.
c 1 en, rn
36Apple and Pew:- News, Vol. 1, No. 1, January 1979.
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packing for export and could jn turn mean very low prices
because of a heavy over supply situation on the
local market.
37

4. Low Cost Forms of Packaging
The growing cost of the traditional fibreboard carton had
forced the Board to study more economical packaging methods in order
to keep the price of fruit to the consumer as low as posoible.
conjunction with its 'New Deal

I

In

package the Board extended the use

of plastic apple crates to most towns and cities.

Designed for ease

of transport, storage and presentation of fruit, the apple crates prior
to 1979, had been tested in Auckland, Christchurch and Dunedin. 38
In addition to the extension of the use of apple crates, the
Board also planned to introduce a Mini Bin, smaller than the Bulk
Bin and more pract-tca l for sma 11 er stores.
5. ·quality Control
The Board in 1979 decided to appoint specialist officers to
work full time on the research, education, examination and communication necessary to ensure than fruit reached the consumer•·in the best
possible condition.

Quality control officers in all areas would

check the quality of fruit in the shops. 39
The Board had apparently felt for some time that it must
assume a greater role in ensuring that the quality of its fruit is
maintained at the highest level through cultivation, harvest, storage
and distribution.
As the first link in the distribution chain we have
attempted to put our house in order and improve the
quality of the fruit.
said Mr McGillen, the
Board's
Fresh
Fruit Sales
Manager.
. ... . .
..
.
.
.

'.

.

37AppZe and PeaP News, Vol. 1, No. 1, January 1979.

38 Ibi d,
39

·

The OrchaPdist of New Zealand, February 1979, p. 21

40 McGillen, interview.

40
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However, the Board also saw a need for this quality to be
maintained by the retailer in his shop.

Consequently,

a campaign

was started to educate the retailer on how best to handle and present
his fruit.

The retailer was encouraged to buy fruit more frequently

and in smaller lots from the Board.

In doing so, the Board was not

prepared to aceept total responsibility for any poor quality fruit as
in the past, and was endeavouring to prevent further criticism from
the consumer on poor quality.
6.

Advertising and Promotion Campaign

Along with the changes in pricing, packaging of fruit and

payments to growers, the Board took steps to improve its advertising
and promotional techniques.

In February 1979 the Board launched an

advertising campa_ign aimed at backing the new policy and encouraging
the public to buy 'quality' fruit from their local greengrocer or
supermarket and not from the orchard.

A T.V. commercial stressed that

fresh fruit was available at traditional retail outlets and that it
was a waste of time -travelling out to the orchard to buy apples. 41
This type of advertising is in direct contrast to much of the
'point of sale' or generic material put out by the Board in earlier
years and subsequently criticised in the Massey Report.

Todays advert-

ising is aimed at increasing Board sales by pointing out to the consumer the advantages of buying fruit through tr:aditional retail outlets.
The Board has also undertaken to assist in regional promotions
in conjunction with local retailer Associations on a 80/20 basis. 42
In addition to this the Board's campaign to educate fruit retailers
includes all aspects of p~omotion and presentation.
To conclude, the introduction of the Board's 'New Deal' can
•

<

41 Bremner, interview.

42

••••••••••••••

.

The Orahardist of Neu1 Zealand~ April 1979, p. 78.
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easily be seen as its greatest attempt ever to improve its local
market performance.

It stands in stark contrast to earlier changes

to the local market operation.

The changes were designed to have

maximum impact on the local market and represent a striking attempt
by the Board to become competitive with the gate seller.- Prior to
this the Board had repeatedly stated that gate sales were complementary to its own sales and that it was unable to compete with their
prices.
Many of the changes involved strategies which growers had been
demanding for many years, some of which had been half-heartedly introduced before and others which were very new to the Board's operation.
For instance, the education of fruit retailers in the handling and
presentation of fruit had been asked for by growers on many occasions.
Finally, the Board had taken on a noticable more aggressive
and sophisticated approach towards the local marketing of its apples.
It was an unprecedented move, with emphasis on quality and efficiency
right through the distribution chain.

3.

WHY A NEW DEAL?
The question which now needs to be asked is why a 'New Deal'

in 1979 and why such frantic action? It is obvious from the comprehensiveness of the package and the magnitude of some of the changes
that this attempt by the Board to improve its local market performance was far greater than anythtng proposed by the Board before. In
addition to this, the New Deal represented a distinct break from the
Board's past strategies which were dominated by its desire to control
all local market sales and restrict the growers' use of the gate·
sale alternative.

Continuing with earlier practice it is important
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to look at grower demands and actions with a view to explaining the
Board's deci~ion in 1979 to adopt this new strategy.
An examination of remits to Dominion Conferences from 1976
to 1978 shows that demands for improvements to the Board's marketing
operation decreased both in numbers and comprehensiveness in comp. arison with earlier periods.

In 1976 and to some extent-1977,

growers were taken up with the wider issue of the control of the local
market.

Growers were still looking towards the Board to economise in

the area of packaging and were asking for changes to the grading and
storage of fruit.

They also wanted to see more of the Board's fruit

sold by auction, rather than at a nominated wholesale price.
However, there continued to be a high level of concern shown
by growers over the payments they were getting for their fruit.

In

1977 growers from all districts were calling on the Board to take all
possible steps to increase growers' ·returns to a more 'realistic'
level.

Growers argued that they could not survive much longer on

the restricted 5% limitations imposed as changes to the average price. 43
The Apple and Pear Marketing Act 1971 was altered in 1977 to
allow the Apple and Pear Price Authority to make changes of plus
10% and minus 5% when setting each season's price. 44 This appeared
to alleviate for the time being grower concern over prices they
received for their fruit. .This concern, however, returned in 1979
with growers arguing that under the present guaranteed price, they
were relying on a profit distribution to remain in business.

They

once again called for a higher guaranteed price to cope with imflation. 45
Also in 1Y77 CanterBury growers viewed with increasing concern
43Froitg:r>OliJers-' Federation Remit Book, 1977.

44 Ibid., 1978.
45

Bay of Plenty Times,

26 September 1979.
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the growing gap between gate and the Apple and Pear Board!s prices,
which they argued were forcing more growers towards gate sales and
to resort to black market tactics.

It was suggested that the Apple·

and Pear Board increase the return to growers in those areas where
there is no export alternative and take steps to promote the confidence of growers in- the present ~arketing structure. 46
It would be more feasible to assume, however, that grower
I

pressure in terms of a continual divertion ·of fruit from the Board was
I

.

I

an important contributing factor invoived in the Board's decision
to embark on its 'New Deal' package in 1979.
had been a high level of 'outside' sales.

During 1976-78 there

By 1978 the Board handled

about 42% of sales of fruit .on the local market. 47 This figure
had fallen to 38% in 1977.
The Board's share of local market sales was therefore considerably
less than in 1949 when ft handled 74%. of fruit sold on the local
market.
The extent of black market trade also continued to remain at
a htgfl level reachfog a peak in 1971. There were 102 offenders and
71 convictions in that year. 48 Although figures for the number of

offenders are not avai 1ab 1e for 1976 and 1978 it is known that in 1978
there were about the same number of convictions as in 1977. 49
Despite tile noticeable increase in the level of sales outside
the Apple and Pear Board during 1976-78, both this and demands from
. growers merely high Hght the cumnul attve nature of the pressure on the
Board to improve its performance on the local mark.et. This pressure
has been shown to have. existed since the early 1950s and can therefore
46FruitgrOfJJePs' Federation Rem-it Book, 1977.

47 see Apendix I. ·

48AppZe and PeaP BoaPd Annual RepoPt, 1977, p. 10

49 McGillen, letter.

147

only partially explain the Board's action in 1979 in introducing the
'New Deal 1.

We must therefore look at the activities of other

interested parties in an endeavour to more fully understand the
Board's change of strategy.

This· will involve a discussion of the

actions of the fruit retailer and government during this period.
Retailer Pressure
During 1976-79 retailer dissatisfaction with the Apple and
Pear Marketing Board's performance 0n the local market appears to
have increased.

Evidence of this dissatisfaction was set out in the

Mas.sey Report.
A survey wascon:lucted by the Massey Research team in order to
determine the level of satisfaction among fresh fruit retailers with
the Board I s loc,al market operation and to determine changes in the
marketing of apples and pears in New Zealand that are felt desirable
by these retailers.

A random sample of 219 fresh fruit retailers was

chosen, covering the four ma in centres as we 11 as New Plymouth. 50
In this survey retailers were questioned about fruit ordering
and delivery practfces.

Only 5 %of retailers were dissatisfied with

the length of time taken for an order to be actioned, and the fruit
received.

The majority of retailers expressed a preference against

direct delivery primarily because they liked to view the fruit prior
to purchase. This su~gested to the Massey team that fruit quality is
variable and requires to be checked by the retailer. 51
Secondly, while retailers were generally satisfied with the
range of grades and sizes offered

by·

the Board, opinions were evenly

divided as to whether the Board's policies with respect to variety
50 Rae et al., p. 68.

51 Ibid.
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release were desirable.

There was a clear majority among the larger

retailers who disagreed with the Board's policies with respect to
variety release.
On the question of ·quality more than 60% of the fruiterer
respondents said that they had received apples that were not of the
quality expected, in the preceding ·year.

Some 16,% of respon~ents

said that they thought the quality of apples they had been receiving
from the Board was 'poor' or 'very poor' and a further 39% described
quality as only 'adequate'.

Only about one respondent in five thought

that the quality of apples being received had improved compared with
three .or four years ago.

Commenting,on these results the Massey

Report said:
Because
able to
to, the
quality

of its monopoly position the Board has been
ignore, or at least to pay little attention
complaints of fruiterers over the uncertain
of fruit received in their shops.

52

Retailers were of the opinion that the uncertain quality of
Board fruit was one of the principal reasons for retail outlets
losing their custom to gate sellers.

Other reasons given were that

Board fruit was neither fresher nor cheaper than that available at the
orchard.
As a consequence of both the fall in sales of apples and uncertain quality of Board fruit, retailers unhappy with this situation
wanted to be able to buy apples and pears as they bought other New
Zealand fruits, without restriction and from whoever they chose.

A

majority (65%1 of retailers wished to be able to purchase fruit from
any source, enab li_ng them to compete more effectively with the gate
seller. 53
52 Rae et al., p. 73.
53 Ibid. , p. 69 •
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The Massey survey, therefore, confirmed retailer dissatisfaction
with the Apple and Pear Board's performance on the local market.

The

major reasons for this dissatisfaction have been discussed.
The question which now needs to be asked is how did fruit
retailers go about changing this objectionable state of affairs? The
New Zealand Retail Fruiterers Federation IT,Jade many representations to
Government to amend what were claimed to be the 'injustices of the
Apple and Pear Marketing Act.~ They maintained that their basic argument was with the Government in acce!=ding to the growers' request
to enact unfair legislation which ultimately denied retailers access
to 50% of the local market. 94 Retailers on many occasions informed
both th.e Board and the Fruitgrowers' Federation officials of the1ir
.

opinions and objections to the marketing system.

55

In 1978, however, there was increased pressure from fruit
retailers for changes to the local marketing of apples and peats.

It

was reported that retailers were totally, disenchanted with the apple
and pear marketing system operated by the Apple and Pear Board,
particularly as growers appeared to be not interested in changing the
system.

According to the President of the Retail Eruiterers'

Federation, Mr Lowe, the Federation in recognising that retailers had
nothi_ng further to lose, reversed its policy of avoiding publicity
and presented its views to the news media at every opportunity. 56
The Retail Fruiterers' Federation April news}etter, distributed
to interested parties, discussed the unfairness of the Apple and Pear
Marketing Act 1971. The legislation was said to be unfair to consumers
because it differentiates between two cl ase'ss of consumers, those
54 Fruit Retailers Newsletter, April 1978.
55 Mr Lowe, President of the Retail Fruiterers' federation, letter.

56 Ibid.
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who are able to drive to orchards to obtain a greater _selection of
varieties at a much lower price and those who could not.

The legis-

lation was also said to be unfa.ir to retailers because it permits
consumers to buy more advantageously in all respects than the retailer.
The Federation ~laimed that apples had moved from their traditional
20% of the retail fruiterer's turnover down to a mere 2% in the early
period of each seasons apples. 57
Mr_Lowe confronted the Board's General Manager, Mr Bremner, at
a meeting in 1978 with complaints that gate sellers were putting them
out of the apple business.

He contended that

the grower could -sell his apples at the gate for double
the price offered by the Board and still undercut the
retailer by more than two thirds.
58
Mr Bremner replied, saying that
there was no way the Board could compete with the gate
seller on price and was selling some fruit in Auckland
at a loss.
In the same year, the Retail Fruitererst Federation infonned
the New Zealand Apple and Pear Marketing Board that retailers were
prepared to withdraw support for the controlled marketing system. 59
Some retailers -_were even considering boycotting Board fruit.
Finally, the Government was criticised for not having given
due considerat:fon to the retailers frequent protests and failing to
take corrective measures.

The fruit retailers demanded that the

Apple and Pear Marketing Act 1971 be amended to provide for a partial
or total freeing of the local market with or without Apple and Pear
Board involvement. They argued that retai'lers and consequently consumers have suffered more than enough and stressed that 1978 had to
57 Fruit Retailers Newsletter, April 1978.
58Nationai Busf,ness Review, 31 January 1979.
59 Lowe, 1etter.
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be the crunch year! 60
To conclude, despite tne obvious rise in fruit retailer dissatis.faction since 1975, which peaked in 1978, this alone is not
enough.to explain the Board's sudden flurry of activity in introducing
a 'New Deal' for retailers and growers.

After all, retailers had

earlier been dissatisfied with the performance of the Board on the
local market.

They had often advocated changes to the legislation to

enable them to compete with the gate seller and had approached Government before 1978. The activities of the Government itself as a third
actor involved in the Board's decision to embark on a 'New Deal' in
1979 must now be discussed.
Government Pressure
Successive governments have maintained that it is over to the
growers along with the Apple and Pear Marketing Board to decide the.
future of the Industry and not for government to direct it.

For

example, in 1972 the then Under-Secretary for Agriculture, Mr Dick,
at Dominion Conference, in comnenting on the local market problem
said 11 the effect of a simple resolution to withdraw from the local
market should not be minimised. 11 However, at the same time he maintained that 11 this is a matter for you (the industry} to settle within
the family. 1161
Despite these public enunciations by the Government implying
industry independence, it is apparent that the Government, following
the Massey Report applied pressure on the Apple and Pear Marketing
Board to solve the local market problem.

This pressure was first seen

at Dominion Conferece
in
1976, and then '.'.
later
stronger. pressure was
...
....... .......
'.......
''

,

''

60 Retail Frutterers' Federation Newsletter, April 1978.
61 .The Orcha,rdist of NeuJ Zealand, October 1972, p. 303,
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put on the Board in 1977.
Following the completion of the Massey Report in 1976 which
recommended that the local market be freed for the sale of apples and
pears, the Government agreed to permit the Board to retain total control
of the local market.

At the same time, however, it issued a challenge

to the Board to·improve its local market activities. 62
In 1977, however, the Government applied much stronger pressure
on the Board to improve its performance on the local market.

The

Board received a letter from the Minister of Agriculture and Fisheries
warning the Board to 'solve some of 'gnawing' problems of the local
market or Government would be forced to consider freeing the local
market'. 63
Both the Fruitgrowers' Federation and the present Under-Secretary for Agriculture have verified tM.t Government applied pressure on
the Board towards the end of 1977. A Federation official referred to
it as serious pressure and that Government had said that if the Board
did not come up with the new local market proposals and if they were
not successful then they would be forced to free the local market. 64
Similarly, Mr Talbot said that '.Government had asked the Board
to give proof that the situation with ~arketing would improve and if
their marketing did not improve they would look at the Act and the
Board's responsibilities with the free to freeing the local market.'65
It is therefore clea;• that following the Massey Report
in 1976, Government was looking towards the Board to improve its
performance on the local
market.
. . . ... ' . .
'

.

.

The strong . pressure applied by
'

'

62The OrchaY'a·1.,st of New Zeat...a
'1 nd , October. 1978, p. 274.
63scott, letter.
64 Heywood, interview.
65 ralbot, interview.
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Government in 1977 was an indication that Government was not prepared
to wait for the industry to sort its problems out in its own time.
To conclude, the actions df the Government must be look~d upon
as the final catalyst provoking the Board into introducing the 'New
Deal I in 1979.

It is known that the speed with which the new strategy

was finally introduced was due to the Government's pfessure discussed
above. 66

4.

SUCCESS OF THE NEW LOCAL MARKET STRATEGY
The success of the Board's ~ew Deal' is shown by figures for

increased local market sales, reports of decreased black market sa~es,
signs of retailer ·satisfaction and the reaction of some gate sellers.
By the week.ending 8 June 1979, local market sales had increased by
33% over the level for the previous year. 67

Although the final-per-

centage increase for the 1979 season is not available the Board has
reported that the first year of new approach was satisfactory.
The new strategy was continued through the 1980 season and
to the week ending 6 June Board sales throughout New Zealand showed
an increase of 22% over the same period last year, and 58% over the
1978 figures. 68 Also at the end of April this year sales through the
Board in the Auckland district ~ad risen 47% tin 1979 and compared
with the first three months of 1978 they were up 97%. 69 Although
there was not the same dramatic increase in sales as that experienced
by the Board in 1979 the figures show that an increasing volume of
fruit sold in New.Zealand is-through-Board.channels, -The Board
6scott, letter.

67

.

Apple and Pem> Neu1s, June 1979, Vol. 1, No. 3.
68The Listener, 12 July 1980, p. 11.
69 The Press, i May 1980.
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believes that these sales are at the expense of gate sales and later
discussion of the reaction of some gate sellers to the Board's 'New
Deal' will substantiate this claim.
The Apple and Pear Board contends that these increases are
attributable to the New Deal.

In a press statement issued in March

of this year the Board said that the increases were due to "the
Board's pricing policy introduced to make fruit available from retail
shops at prices competitive with those offered at the orchard gate during
the harvest season. ,.JO
The Board also appears confident that the improvement in local
market sales will continue.
Consumers have shown imnediate reaction to our strategy
... the foundation has been laid for a continudng improvement on this point. If we continue to improve on our
local market performance the grower, retailer and consumer
will continue to support us.
71
,contends Mr Bremner, the Board's General Manager.
,

.·1

, The Board~s 'New Deal', wherein it undertook to place the

retailer in a competitive situation with the gate seller was generally
acceptable to fruit retailers.

According to Mr Lowe, President of

the Retail Fruiterers' Federation, the strategy has allayed complaints
in most areas, with Auck1and remaining the area of least satisfaction. 72
Earlier this year it was reported that although the unfair provision of the Act had not been amended, in practice the retailers
position had improved.

The Retail Fruiterers' Federation has pledged

continuing support for the Board, providing further progress is made
in increasing their total share of local apple and pear sales. 73
70Nelson Evening Mail., 14 March. 1980.

71 Bremner, interview.
72Lowe, 1etter.
73 ll?id
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Finally, according to the Board, the success of the Board's
new local marketing strategy is obviously hav.ing a marked effect
on the marginal gate seller who is finding it increasingly difficult
to dispose of his fruit by the legitimate means provided under the
Act. 74 Some Auckland growers saw the Board's new strategy as a move
to wipe out the gate seller.

These angry growers have refused to have

their grievances debated through the Fruitgrowers' Federation and
have formed the Association of Independent Fruitmarketers.

The group

wants the autonomy to control their own affairs on the local market
and the right to compete with the Apple and Pear Board's monopoly of
supply to the local market. 75 These growers have made their· demands
known to the public, the fruit retailer and the Government in the
hope of gaining support.
group is followed

by

A brief discussion of the activities of this

the Board's reaction.

In an attempt to gain consumer support the group organised to
place the following cartoon in one of the country's weekly newspapers.
Further media coverage was given to the group in the form of a television documentary on apple ma~keting. 76
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74 Apple and Pear News, Vol. 1, No. 3, June 1979.

75 Huapai Fruitgrowers' Association, interview, 18 January 1980.
7611 oateline Monday," Television One, August 1979.
77The Listener, 14 January 1980.
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In May 1979 the Independent Fruitmarketers switched from words
to positive action in an all out bid to lift the restrictions on the
marketing of pip fruit.

They staged a protest demonstration down

Queen Street, Auckland in an effort to gain public support for their
cause. 78
The Association of Independent Fruitmarketers specifically
sought the support of fruit retailers in their bid to free the local
market.

They maintained that
in spite of the 'radicalt changes made to the system
this past season the Apple and Pear Board again has
failed to satisfactorily meet the requirements of many
retail outlets.
79

It was contended that retailers are still denied access to varieties
sought by the consumer, forced to .handle poor quality· fruit and are
unable to supply consUJ11ers with good quality tree ripe apples.
In seeking the support of Government in achieving their aims
and objectiV es the Independent Frui tmarketers have won the support of
1

a Member of Parltament and have on two occasions petitioned Parliament.
Mr Dale Jones, M.P. for Helensville, has pledged support80 for the
_group and has spoken out in support of the aims of these fruitgrowers. 81
Finally, the Independent Fruitmarketers have on two occasions
petitioned Parliament.

The first petition, in June 1979~ was aimed

at having all the restrictions on the direct purchase of pre-ordered
apples and pears by the consumer removed.

The petition gained 6,150

signatures and succeeded only in increasing from 50 to 65 kilometers
82
the maximum delivery distance for orchardists.
..
. .
'

78Nelson Evening Mail, 17 May 1979.

79 Association of Independent Fruitmarketers Newsletter to pip
fruit retailers, November 1979.
80 ttaapai Fruitgrowers' Association, interview.
81
.
.
New Zealand Herald, 23 January 1980.
82
.
The Priess, 20 July 1979.
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Dissatisfied with the results of the first petition the
Association of Independent Fruitmarketers circulated another petition,
this time aimed at getting Parliament to amend the Apple and Pear
Act, enabling growers to compete with the Apple and Pear Marketing
Board's monopoly of supply to the local market.

"The petition is

necessariJy more extreme and aimed at attracting more support, especially that of the retailer, 1183 said Mr Connolly, Chairman of the
.Association of Independent Fruitmarketers.

The petition was

presented to Parliament in May 1980.
The success of the Board's 'New Deal' is therefore shown by
the reaction of growers and retailers as well as the more tangible
evidence of increased sales.

The new strategy is having obvious effects

or:L'some gate sellers and shows that the Board for the first time is
in a stronger position to compete for the consumer's favour and
appears to have succeeded in doing so to the detriment of gate sellers.
The activation of the voice of the Association of Independent
Fruitmarketers is worthy of further note because these growers are
advocating a free local market as did growers in earlier years, however
for obviously different reasons.

They have been angered by the

Board's competitive stance rather than its attempts to control local
market sales through restrictions on the freedom of gate sellers,
such as those inherent in the contract of supply schemes.

For the

first time the Board is undermining their position, and is taking
custom away from them so that they no longer have the best of both worlds.
Finally, the Apple and Pear Marketing Board's reaction to the
activities of the Association of Independent Fruitmarketers is
further evidence of a change of attitude by the Board towards the
83 connolly~ interview.
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solving of the local market problem.

This change is exemplified in

recent statements made by the Board to fruit retailers.

The Board

claimed
there is no doubt that the minority grower group causing
problems have received a severe jolt. That in itself
should provide you with some satisfaction and hopefully
bring you to the conclusion that a controlled local market
can work in the inte,rests of all: parties. -Have no doubts
we are determined to make it work.
84
-Similarly, the Board admitted that the activities of the
Independent Fruitmarketers had sfiaken their monopo-ly and had made_ it
more determined to become more efficient and innovative in their
local market efforts.

The Board also claimed that it was confident

that over the next few seasons the legitimate and progressive fruit
seller would have little difficulty in competing with those growers
who chose to sell their fruit at the gate and by mail order. 85
The Apple and Pear Board therefore responded to the Independent
Fruitrnarkets' campaign to have the local market freed by emphasising
its determination to become more competitive.

As well as claiming,

as it had earlier, that a controlled local market was in the best
interests of all concerned, the Board also stated how it intended to
make the system work, by innovation and efficiency in marketing rather
than by tightening its control over the local market.
It can be concluded that this kind of reaction from
the Board was a result of the way in which the Independent Fruitmarketers went about demanding a free local market.

They went outside

the Fruitgrowers' Federation remit system and far more so than any
group prior to them.

The growers used the media to its greatest

advantage and consequently
were able to get. . greater
public
support
.....
... .. ' . .
.
. .
'

84

'

'

..

Apple and Pea:P News, Vol. 1, No 3., June 1979.

85 Ibid.
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for their cause.

It is also significant that 'they presented two

petitions to Parliament.
For the Board to say that these growers •had shaken its monopoly
is itself an indication that their activities·had a far greater
impact on the Board than previous demands by growers for this kind
of change.

It could be postulated that if earlier groups had used

these tactics they may have drawn a similar response

fnG1m

the Board.:

Instead the minority groups advocating a free local market stayed
within the Fruitgrowers' Federation.

CONCLUSION
To conclude, it appears therefore that 1979 is vital to this
discussion of the performance of the Apple and Pear Board.

In that

year the Board was actively setti_ng out. to improve its performance on
the local market.

This indicated·a change of approach towards solving

the local market problem.
A combination of factors were responsible for the Board introducing in 1979 a 'New Deal' for the grower and retailer. There was
the cumulative effect of grower demands and increases in the level of
gate sales.

The Board was probably still feeling the psychological

impact of the findings of the Massey Report which strongly advocated
a free local. market and criticised the Board for its po~r performance.
Prior to 1979 there was also an increase in the level of fruit
retailer dissatisfaction with the Apple and Pear Board to the extent
that they were considering withdrawing their support for the orderly
marketing system and boycotting Board fruit.

The determining factor,

however, in the Board's decision to introduce the 'New Deal' in 1979
was undeniably pressure from the Government.

In effect, the Board
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was forced to become competitive and professional in its local marketing
or else the constraints restricting the growers' rights to sell freely
on the local market would be removed.
The new approach appeatls in the short term at least to have
improved the Board's performance on the local market.

The consequences

of.the revelatibn that the actions of the Government and the
retailer were largely responsible for this improvement will be
discussed in the·concludin9 chapter.

CHAPTER EIGHT

CONCLUSION

The objective of this thesis has been·to determine how and
the extent to which growers have been able to influence the performance
of the Apple and Pear Board on the local market.

This objective

invoyled ascertaining to what extent recent major changes to the
\, ..,

Board's local market operation are attributable to political pressure
from growers and to what extent others may be considered responsible.
Grower attempts at influencing the Board I s perf,ormance were
framed within Hirschman's model of 'Exit and Voice'.

The strategies

exit and voice were ways in which growers communicated their dissatisfaction with the Board's performance on the local market.

They

potentially provided the Board with feedback including information
and incentives to improve this performance.
Apple and Pear Board response to these grower activities was
discussed with emphasis on commented action by the Board to improve
its performance.

The thesis thus focu·sed on the interaction in

practice and the impact of grower use of exit and voice for effectively controlling the performance of the Apple and Pear Marketing
Board on the local market.
A brief summary of the historical analysis

,is

followed by an

evaluation of the usefulness of the model of Exit and Voice for the
study of change within the pip fruit industry.
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1.

HISTORICAL ANALYSIS
The historical analysis has shown that there clearly existed

a pattern of demands and counter-demands surrounding growers use of
the voice option.

These demands centred on the question of the

control of the local market but also concerned improvements to the
Board 1 s marketing operation and concern over the pri'ces growers were
receiving for their fruit.

All three kinds of demands repre$ented

pressure on the Board to improve its performance on the local market.
By far the majority of these demands were filtered through the
Fruitgrowers I federation remit system, although there were instances
of growers going outside this formal channel to bring effect to their
demands.

These outside channels included the public, the government .

and the retailer.
In terms of which growers were making what noises, it is
obvious that the gro'llers most ostensibly concerned about the performance of the Board were from Nelson and Hawkes Bay. · It was these
growers who were strong advocators of a tightly controlled local
market system and who were most constructive in their criticism of the
Board's operation on the local market.

Auckland and Canterbury

. growers and to some extent Otago and Poverty Bay growers on the
other hand did not appear at all vocal in their criticism of the
Board's marketing operation.

They were, however, extremely vociferous

in their calls for more freedom for the grower to dispose of his crop
outside Apple and Pear Board channels.

The difference between these

two groups of growers was that the former were continually searching
for ways in which to improve the Board's performance on the local
market within the controlled system and the latter group, dissatisfied
with

the Board's performance, were determined to gain more freedom
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to market their fruit through channels other than the Apple and Pear
Board.
The exit option, by virtue of the geographical limitations
imposed on its viability, was avai.led of to a far larger extent by
Canterbury and Auckland growers.

In addition to being used as an

alternative to voice, some growers used this action at the same
time as voicing their dissatisfaction.

The two options were therefore

in practice not necessarily mutually exclusive.
The focus of the analysis was on the Apple and Pear Board's
reaction to the growers' use of exit and voice.

The Board was seen

to approach the problem of its performance on the local market,
characterised by a decreasing share of local market sail.es, in ~o
ways.

It set about tightening its control over the local market and

made some changes to its marketing operation.· There was, however, a
strong imbalance between the use of these strategies and their effect
on improving the Board's performance.
It is clear that during the 1960s and early 1970s the Board in
its response to exit and voice was largely pre-occupied with efforts
to restrict the growers' freedom to dispose of apples through outside
channels, by tightening its control over the local market.

These

efforts came to a climax in the early 1970s with the introduction of
the Contract of Supply Scheme.

The Board saw the contract as. an

essential means by which it could contain exit within what it called
"acceptable limits".

By tightening the restrictions the Board was

in effect weakening the gate sellers' ability to attract customers by
marketing his fruit in competiti"on with ims own channels - the retailer.
This strategy can be viewed as a move by the Board to protect
its position on the local market.

By restricting the growers' freedom
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the Board was in fact retaliating against the growers' use of the
exit 6ption.

In Hirschman's therms, therefore, the Board was 'attempting

to strip growers of the weapon most hannful to its existence.'

The

Board was able to thwart exit because it had the backing of the
government which enabled it to widen its original powers over the sale
of apples and pears within New Zealand.
Asking government for more rules and regulations giving it more
power to control local market sales can be regarded as an easy and
convenient way for the Board to improve its performance on the local
market.

This approach, however, went only half way towards solving

the problem of a declini_ng share of local market sales and did not
result in more orderly marketing..

Angry growers simply carried on

selling fruit direct to the consumer and illegally to the retailer,
in direct competition with the Board •. They also became more determined
to free the local market for the sale of apples and pears.
Although bent on controlling a greater percentage of fruit sold
on the local market, the Board prior to 1979 did not appear greatly
interested in improving the marketing of the fruit once it had the
fruit in its possession. There was little in the way of a concerted
effort by the Board to improve the effectiveness of its total operation.
by becoming highly efficient and professional :about its marketing.
Content to tinker with changes to the packaging and distribution areas
of its operation, the Board blamed the gate seller and black marketer
for its inability to better its performance on the local market.

The

Board at all times maintained that gate sales were complementary
rather than competitive with its own sales, and contended that it was
unable to compete with these sales.
The Board~s response to exit and voice prior to 1979 was,
therefore, weighted heavily in the direction of control of the market
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Chapter Seven went on to discuss the success of this new
approach to marketing.

It was pointed out that in the short-term at

least the Board s competitive stance 'appears to be meeting its object1

ive and increasing the Board

1

s sales

on the local market.

It is,

however, too early to judge the long-term effects of the change.

The

irony of· the success is that it would appear preferable to attacK
the gate seller in the market place and not through rules and regulations.
Finally, perhaps the most important conclusion to be drawn from
the Board s action in introducing the New Deal is that it puts the
1

grower into perspective.

It was observed that grower actions in the

form of exit and voice were only a partial answer to the question why
a 1 New Deal 1 ? There had been fairly constant pressure from growers
through the previous decades for similar changes to those fntroc;luced
in 1979 and more general pressure on it to improve its performance in

the form of demands and growergate sales.

As indicated earlier,

however, this pressure had brought more severe restrictions on the
growers I freedom than anything else.

2.

EVALUATION OF THE USEFULNESS OF EXIT AND VOICE TO THE STUDY
OF CHANGE WITHIN THE PIP FRUIT INDUSTRY
The above conclusions have interesting ramifications for an

evaluation of the accuracy with which Hirsch.man's assumptions regarding
exit and voice describe what has been happening in the pip fruit
industry.

The following is a discussion of the extent to which the

model has explained the process of change within the industry.
Foremost, it is clear 'that growers' use of the strategies exit
and voice did not automatically lead to an improvement in the performance
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of the Apple and Pear Board on the local market.

It was therefore

seen to be not automatically responsible to producer pressure or a
low level of fruit retailer pressure for that matter.

Prior to 1979

the Board looked more-like a lazy monopoly protecting its position
rather than performing to the best of its ability.

Indeed, the Board

has admitted that its performance on the locql market was not what _
it should have been and that because of its monopoly on sales to the
retail er they were too complacent.

"More attention had been paid to

the export sector, the glamour side of the Board, 111 said the Board's
General Manager in 1980.
Using Hirschman s terms, the evidence would point to a classic
1

case of the 'lazy monopolist~s insensitivity to exit'.

Competition

is seen by these monopolies as a release from effort by unburdening
it df its more troublesome members.

In the pip frui/ industry there
,(

1

exists an -inverse relation between geographical mob ility (exit) and
political participation (voice}, a situation which Hirschman contends
1

lazy 1 monopolies thrive on.
Those growers most sensitive to any decline in the performance

of the Board on the local market are the Auckland and Canterbury
growers who rely soleJy on this market because they have little or
no export market for their fruit.

It is these same growers who are,

however, favourably situated to sell their fruit direct to the consumer,
using this exit option to their best advantage.

It is economically

rational for these growers to exit rather than demand improvements
from the Apple and Pear Board.

On· the other hand, Hawkes Bay and Nelson growers have no viable
alternative for the
disposal of their local grade fruit.
.......... . . . . . . . . . . . ....... .
'

.

'

'

.

They must

1Bremner, General Manager of the Apple and Pear Board, interview.
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rely almost ent1rely on·the Board to market the fruit economically
and profitably on their behalf.

In the majority of cases these

growers along with some from Otago, Marlborough and Poverty Bay are
left to 11 ki ck up a fuss 11 and reverse any deterioration in the performance of the Board on the local market.
This limited competition may h&ve weakened ·_the force of grower
demands by drawing away from the Board its most vocal growers. This
in turn may have led the Board to be content with a· lower level of
viability than would otherwise have been the case, Alternatively, of
course, it has been shown that the Board chose to restrict the
freedom of growers to ase the exit option to its fullest potential,
thereby protecting its position rather tAan successfully improving
its performance by other means.
Si.milarly, the Board knows that Nelson and Hawkes Bay growers
are securely.locked into its marketing system.

With the exception of

large scale black marketing it can rely on their fruit and support for
its operation on the local market. TMs may inf act be another reason
why the Board may not have felt inclined to improve its performance
with the greatest effort.
As a consequence it can be said that Hawkes Bay and Nelson
growers who were most keen to see the Board improve its performance
were unable to generate suffident or indeed effective voice. The
Board may therefore have been arousing exit as the dominant reaction
mode to deterioration in performance to which it may have been far more
responsive ·to-voice.
According to Hirschman, a situation where an o_rganization
arouses exit to which it would be far more sensitive to voice,
corrective policies are needed. These would include efforts to make
the Apple and Pear Board more responsive to exit and also efforts to
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have growers switch from exit to voice.
Ideally this would mean getting the discontented grower to
demand an improvement in the performance of the Board rather than
opting to sell his crop direct to the consumer.

The growers• voice

could also be made more effective if more growers were prepared to take
their demands outside the norm&l channel of the Fruitgrowers Feder1

ation by either arousing public support or going straight to the
government.

This may initiate a quicker response from the Board and

is exemplified by the reaction of the Board to the activities of the
Independent Fruitmarketers.
Whilst still on the question of the Board's sensitivity to
grower exit, special recognition is needed of the precise applicability
of exit to this study.

Although the strategy may have special relevance

to the problem of change it may in fact have complicated matters.
The point from a theoretical perspective is that the growers exiting
from the Board's marketing channels (gate sellers and black marketers)
may not be trying to improve .the performance of the Board as Hirschman
suggests.

They are simply using the system to their best advantage

and reaping the rewards of having the best of both worlds.
substantiated

by

This is

the claims of some gate sellers following the intro-

duction of the •New Deal

1 ,

who have said that they do not intend to

support the Board with their fruit.

This in tur.n is backed by Brian

Barry's claim that the possibility of improvement is the first motivating factor for a grower's decision to exit or voice.

Despite all

this, however, the fact remains that exit represents an indication to
the Board that .it has to improve its performance in order to reverse
its declining share of local market sales.
Another problem is the possibility of negative returns coming
from the growers' decision to exit.

Hirschman contends that sometimes
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exit may in fact hinder efforts by an organization to improve.

In

this case the Board maintained that the actions of the gate seller
and black marketer were undermining its efforts to improve its performance as it was unable to conduct an orderly marketing operation.
For instance, it complained that the gate seller was under selling
his fruit and that it did
not have accurate forecasts of how much
'
,

fruit it would receive in any one season.

On the other hand, judging

by.the Board's efforts during the 1960s and early 1970s to become
competitive and thereby improve its performance, the Board may have
simply been using the activities of these growers as a scapegoat.
Indeed, the 'New Deal

I

has shown just how competitive the Board could

become if it really tried •
.

Casting aside the r1azy 1 monopolist syndrome, simply analysing
the relationship between the grower and the Board is not adequate to
explain change within the pip fruit industry. The events of the last
eighteen months have sho~n that the activities of outside actors the fruit retailer and the Government - must be included in any discussion of the performance of the Apple and· Pear Board.

These actors

are vitally involved in the performance of the Board on the local
market and it has been shown that the Board receives -information about
this performance from many directions and not solely from the grower.
It is therefore wrong to scale down any study of change within
the pip fruit industry by using Hirschman's terms to. merely analyse
the interaction between an organization and its members,

in this case

the Board and its growers or 'shareholders' as the Board refers to
them.

Indeed, the retailers and the Government were shown to exert

more effective pressure on the Board to improve its performance on the
local market.

In the final analysts it was the Government, by

threatening to remove the Board's monopoly control over sales to the
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retailer, which was the determining factor in explaining the introduction of the 1 New Deal' in 1979. They forced the Board to quickly
make major changes to its local market operation in order to become
competitive with the gate seller and thereby improve its performance.
Hirschman's model, however, does not really allow for the
inclusion of hiQher sources .of authority influencing an organization's
performance.

He mentions the possibility-of discontented customers

or members going direct to a higher authority to effect change, however
he does not discuss the possibility of this higher authority or indeed
any other group acting autonomously on its own initiative, applying
pressure on a firm or organization.
In connection with these outside actors some might argue that
because of its responsibilities to the consumer, the government and
the grower, the Board was poorly adapted to respond to exit and voice.
For instance, the Massey Report excused the Board's poor performance
on the local market by arguing that the Board was constrained by
obligations such as to be a monopoly supplier to the retail market
and accept all fruit which meets certain standards.

The Report con-

tended:
One does not expect a large bureaucratic monopoly to be an
efficient marketing organization since such organizations
are poo·rly adapted to respond with speed and flexibility
which success in marketing a consumer product such as
apples demands.
2
The Board's 'New Deal', however, has shown that the Board is
capable of becoming competitive and behaving more like a commercial
enterprise.

They have proved to the Massey research team and everyone

concerned that they could become aggressive, professional and more
efficient in the marketing of apples.
The model ~f.~xit_and voice has been ~how~,.therefore, to be
2

Rae et al., p. 126
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too simplistic to adequately explain change within the pip fruit
industry. The actions of growers did not on their own guarantee
that t~e Board had adequate incentive to improve its performance on
the local market. This improvement required the interference of actors
outside the simple grower~Board relationship. This interference,
or indeed the need for this interference, decreases the explanatory
power of Hirschman's model, whilst at the same time putting the
. grower in perspective.
Finally, although the potential of growers' exit and voice was
not realised as far as this study is concerned, it is quite probable
that the Board will pay more attention in the future to these grower
actions simply because of the possibility of future government action.
The Government has indicated that it is keeping a much closer watch
on the performance o_f the Board on the local market and is looking
towards the Board to continue to improve.

There is no doubt, therefore,

that the Board will respond more quickly to grower a_ctions and also
to the actions of fruit retailers whom it has been shown are intimately
involved in the industry. The Board has already said that if they
/

continuetQ.improve; the_ grower and retailer will continue to support
them! The Board has perhaps 1earnt its lesson that al though havi_ng
a monopoly of supply to the retailer, it is not free from the need
to become competitive and to improve its performance.

Indeed, it

came very close_ to losing its monopoly control because of a failure
to recognise this need.

Appendix I
PRODUCTION AND DISTRIBUTION OF N.Z. APPLE CROP

Year

Totala
Production

1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978

2,449.4
2,926.8
2,953.6
3,040.2
2,690.5
3,190.0
3,066.5
3,550.9
3,369.0
3,885.4
3,608.4
3,956.1
4,087.8
5,152.5
4,056.4
5,385.2
5,064.0
5,942.9
5,533.1
6,227.3
5,895.5
7,371.3
6,654.6
8,038.1
7,888.8
8,728.5
9,248.0
10,006.8
8,444.1
10,722.0

Export
fresh
524.1
959.5
690.0
1,356.0
1,109.3
1,231.4
1,028.1
1,548.4
1,399.2
1,750.7
1,765.6
1,901.5
1,784.2
2,482.0
1,385.4
2,133.7
2,257.3
2,861.7
2,237.0
2,534.2
2,607.5
3,313.0
3,099.5
3,662.9
3,941.6
3,922.5
4,263.2
4 ,840.• 2
3,845.0
4,917.1

Sales to APBb
Locale
Processd
fresh
1,432.2
1,446.5
1,167.8
1,185.4
1,014.7
1,436.1
1,443.0
1,482.9
1,388.5
1,605.4
1,525.4
1,461.1
1,680.0
1,635.9.
1,533.1
1,786.5
1,534.9
1,469.1
1,373.0
1,502.1
1,415.8
1,548.3
1,414.3
1,667.8
1,259.0
1,470.3
1,521.6
1,420.9
1,125.0
1,462.6

-

324.3
264.8
477.1
362.3
560.8
582.4
677.4
611.3
954.1
670.5
881.7
964.5
1,500.6
1,396.3
1,469.0
1,305.9
1,993.9

Total
1,956.0
2,406.0
1,857.8
2,541.4
2,124.0
2,667.5
2,471.1
3,031.3
2,787.7
3,356.1
3 1291. 0
3,362.6
3,464.1
4,442.2
3,183.3
4,347.3
4,154.5
4,891.6
4,192.4
4,713.7
4,634.6
5,815.4
5,184.3
6,512.4
6,165.1
6,893.4
7,181.1
7,730.1
6,275.9
8,373.1

Direct Sales
Freshe
Processf
493.1
520.8
1,095.8
498.8
566.5
522.5
595·_4
519.6
581.3
529.3
577 .4
593.5
623.7
525.1
748.4
745.4
705.1
853.1
1,150.3
1;316.1
1,052.6
1,310.3
1,281.5
1,244.7
1,466.4
1,587.6
1,813.2
2,~68.2
1,874.8
2,049.5

-

-

-

185.2
124.7
242.5
- . 204.4
198.2
190.2
197 .5
208.3
245.6
188.8
281.0
257.1
247.4
253.7
208.4
293.4
300.4

APB Shafe of
Local Market
Fresh fruit
Sales (%)

--

74.3
73.5
51.6
70.4
64.2
73.3
70.8
74.0
70·.5
75.2·
72.5
71.1
74.0
75.7
67. 2
70.6
68.5
63.3
54.4
53.3
57 .4
54.2
52.5
57.3
46.2
48.1
44.6
41.0
38.0
42.0

t-'
--...i

w
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Appendix I (cont)

(a) Ministry of Agriculture and Fisheries estimates of marketable
production.
New Zealand Apple and Pear Board Annual Reports.

(b)

Calculated to

the nearest one hundred.
(c)

Includes minor amounts of wastage ..

(d)

Includes export and local marketings.

(e) Computed as a residual.
(f) 1955-66 from Apple and Pear Board Annual Reports.

1967 from

Ministry of Agriculture & Fisheries.
(g)

In the Massey Report similar data was challenged on the
. grounds that the calculation of direct sales depends on the
accuracy of the Ministry of Agriculture and Fisheries'
estimate :of total production.

Thehe ·is undoubtedly a mafgin

of uncertainty in these estimates but it

is

doubtful that

there has been any substantial cor:isist~nt error.

The table

is important because it clearly portrays a downward trend in
the Board's share of local market sales of fresh fruit.

This

trend is highlighted in the graph below.
(h) The table is concerned only with apples, since this fruit is of
much greater importance than pears (the other fruit handled by
the Board) in terms of the volumes of fruit sold fresh on the
local market, processed or exported.

For example, apples

accounted for over 75 per cent of fresh domestic sales of
,i_

apples and pears and over 95 per cent of the total volume of
these fruits processed by the Board in recent years.

100

Percent~ge of Domestic Fresh Fruit Sales Handled by
the Apple/.and Pear Manketing Board

1949··~ '.1!978

90
80
70
60
Percentage
50
40
30
20
10

49 50 51 52 53 54 55 56 57 58 59 60 61 62 63 64 65 66 57,;59,;59 70 71 72 73 74 75 76 77 78
Years

f-'

-..J

u,
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Appendix II

1.

The prices to be paid to growers complying with each of the special
terms and conditions listed hereunder for the 1979/80 season shall
be the full Price List rates as notified by the Board together with
a share in the balance (if any) of the Average Price Pool together
with a share of any Annual Profit declared by the Board under
Section 33 5(a) as payable to growers for the season.

The special

terms and conditions applicable to each grower are:a)

there shall be no advertising of prices directly or indirectly
in any of the news media.

b)

the provisions of Sections 42 and 43 of the Act must be
strictly complied with.

2. ~Ibe;prices to be paid to growers who do not comply with each
of the terms and conditions shall be 50% of the Price List
rates but with no right to share in any balance from the
'

Average Price Pool or in any distribution of Annual Profit.

3.

The Board reserves the right to withhold payment to any grower
pending receipt of evidence to the satisfaction of the Board that
the grower has complied with all of the terms and conditions
set out above.
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