Market forces impacting on supply - Wool:
Prices:

Returns to the growers will impact on supply and which market opportunity they choose. Extra fine merino wool returns 1600 cents per kg while Romney returns only 450 cents per kg. The cost of producing merino wool over Romney and the ability of the grower to run merino wool on their property will also need to be factored into the price and supply. Farmers less interested in supplying wool but if involved in lamb production wool production is a consequence of that choice.

Market manipulations:

E.g.

· Reduction in trade barriers worldwide will mean that China can enter the market place. This will increase competition for demand of NZ wool as China has cheap labour and greater opportunity to expand exports to the textile and market industry.

· The lifting of import quota systems in the EU and US will have a similar effect on opening the market for Chinese wool.

· Activities of grower organisations such as Merino NZ in creating demand in niche markets in USA etc. Achieved by promotional drives and personal contact has lead to higher prices growers producing greater quantities of low micron wool in growing conditions that enhance the natural fibre appeal.

Seasonality

 Supply of merino wool peaks August through to November due to pre-lamb shearing aimed at improved wool quality. Other breeds are shorn year round but recent wet weather conditions did limit shearing throughout NZ. The ability to store wool with minimal effects on quality minimises the influence of seasonal production.

Market forces impacting on supply - Capsicums
Prices: Like wool the prices for capsicums overseas have been reduced through competition from other countries such as Korea, Saudi Arabia and Oman. Initially growers where getting $20/kg, this has been eroded to $7/kg. Many small growers have gone out of business, but NZ Gourmet who are one of the larger capsicum suppliers, offered their capsicums at a lower price to the Korean crop and regained a number of markets..

The returns are high, but the production costs are also high.  Export fruit now gain $7-8 a kilo but only $2-3 a kilo on the local market.

Market manipulations:  Capsicums are not affected by tariffs and quotas. The demand for capsicums has been affected by the Asian economic downturn from 1999 onwards and this has impacted on supply

Seasonality:  Capsicum supply tends to be seasonal. This is much easier to control as the export capsicum production process is carried out in a controlled environment. Capsicums are generally grown under plastic to crop from December to June. The lucrative export window to Japan is between December to mid-March. 

Market forces impacting on demand - Wool:

Consumer preference:

Woollen products now make up only 3% of the world fibre trade. Affluent societies do place a premium on wool akin to snob value but deficiencies in wool and the movement to central heating, polished wooden floors, tiles etc means that wool has lost demand. With an increased population expansion in warmer climatic regions throughout the world this trend will continue.

Price of substitute products   

Cotton and synthetics fibres now dominate mainly as a consequence of their lower price and improvements in fibre quality e.g. non-static. Synthetics are one third the price of woollen products and depending on the relative price of wool to synthetics manufacturers will either increase proportions of the higher priced fibre – in recent years the increased price of oil has assisted wool demand.

Promotion

The demise of the Wool Board has meant that no generic promotion is currently being undertaken on behalf of the majority of growers. Merino NZ acting on behalf of its growers is involved in promotions with companies such as “Icebreaker”

Market forces impacting on demand - Capsicums:

Consumer preference: The preference for capsicums and their colour have shifted in recent years. In previous years green capsicums have been the only fruit available. The overseas preference has shifted to the more highly coloured red, yellow and orange fruit and NZ capsicum growers have had to change their supply methods to meet this demand. E.g. cultivar selection.

Price of substitute products

Promotion: 

Branding is important and companies such as NZ Gourmet have built up a high quality reputation which can be traced through their brand

