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SUBMISSION

1. Levies are well known to be very blunt instruments in cost recovery. In all areas the
Infant Nutrition Council (INC) opposes the level of funding increase over current
funding and recommends a scaling back of services from the two fold to nine fold
increases to a more reasonable 50% increase that allows for maintenance and some
limited, manageable expansion. This excludes funding of oversight of Territorial
Authorities which we strongly argue is a Ministry for Primary Industries (MPI)
responsibility. We are of the view that a levy should not be applied to industry as
secondary beneficiaries simply due to the absence of a mechanism to charge the
primary beneficiaries. This should be a Crown funded activity.

2. In terms of who should pay any levy, we oppose the application to those dairy and
related businesses registered under the Animal Products Act 1999 (the Animal
Products Act). These operators are already funding the same or similar and a range of
other services from MPI. We also consider that account needs to be taken of those
dairy related businesses that might be registered under the Food Act 2014 (the Food
Act) with MPI as these businesses are operating at a higher safety level generally under
food control plans.

3. Inrelation to imports, we recommend an Option 1 solution, a flat fee potentially with
some stratification for importers of high-risk foods and/or importers of long standing
and the exclusion of importers registered under other food legislation and for which
the chain of control is already tightly regulated. A flat fee also removes the trade risk
of the levy being perceived as a non-tariff barrier by overseas trading partners. The
economic impact on the highest volume importers is an unanticipated impost when
budgets have already been determined for the 2024/25 year. This could be avoided
with a flat fee.

4. Reporting on use of industry funding is not an area that MPI has a strong record on. It
can accurately report what it collects and when but not the use of those funds to any
level of granularity. In the current proposals, no performance metrics are included for
prior, current or proposed activity. Reporting is therefore a major concern for any levy
proposed. Undertaking regular reviews of collection to better target expected levels
of collection does not link to the impact of the services on reduced foodborne illness.

5. Any increase in cost of living for New Zealanders is under scrutiny. Minimising the
impact to the greatest extent possible should be the goal. It is also the case that the
domestic consumer will bear the brunt of the charges since major exporters are RMP
businesses and should be exempt.



6. INC’s comments follow the sequence of headings used in the Proposal.
Introduction

7. New Zealand Food Safety (NZFS) states that the Proposal is to “maintain and expand
NZFS’s services” under the Food Act. INC is focused on what is maintenance and what
is expansion and to assess each against the principles for cost recovery noting that
levies are technically taxes. Levies are well known to be very blunt tools and that
services provided by levies are those that cannot be attributed to specific sectors or
service users. For example, in the MPI current Annual Review of cost recovery, a
proposal is made to remove dairy quota charges from a levy to a specific charge as a
means of MPI being more precise in its collection and the customers of its services.

8. We note that MPI evaluated levy frameworks in 2012 and identified the risks as:

a) levy payers may not receive greater or equal benefit to their levy contribution
(forced rider problem);

b) cross-subsidising because of mismatch between costs and benefits;

c) the risk of those levy payers with minority interests cross-subsidising other
levy payers;

d) in cases where the market would have otherwise undertaken the activity,
higher value voluntary or commercial activity is likely to be crowded out;

e) levy payers may be unable to apply effective sanctions against the levy
organisation for poor performance;

f) the cost on organisations of compliance.

9. These are all risks of greater magnitude to the dairy industry than other general food
businesses because the dairy industry is already paying for many, if not all, these
same services under the Animal Products Act. The forced rider problem, cross
subsidisation and the absence of sanctions against the regulator for poor
performance are all of strong concern.

10. Under section 1.2.2, NZFS sets out its intentions of the cost recovery. It discusses
“easing rules that place unreasonable regulatory burden on food businesses”. We
note there is no further commentary on the “easing of rules” in the Proposal and see
this as window dressing rather than substantive.

11. We note oversight and coordination of regulatory partners to support their work in
the food sector is proposed to be a levy funded activity and we strongly oppose this
activity being industry funded.

12. We note that one of the objectives stated at the outset is to seek comment on the
“appropriate scale of services” that NZFS proposes be set at $7.1m per annum. We
comment on scale of services throughout and recommend all be scaled back from the
proposed level.

1 Narayan P, Rutherford W. An evaluation of compulsory levy frameworks for the provision of industry-
good goods and services: a New Zealand case study. MPI; 2012: Wellington.
https://www.mpi.govt.nz/dmsdocument/3736/direct
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Summary of proposed services, costs and funding mechanism

13.

14.

Maintenance of services is identified in 5 areas:

a) Domestic food safety and suitability rules (double current expenditure);

b) Imported food safety and suitability rules (6 fold increase on current expenditure);

c) Oversight of co-regulator systems and services (9 fold increase on current
expenditure);

d) Oversight of verification systems and services (2.5 fold increase on current
expenditure) and

e) Business education and support services (4 fold increase on current expenditure).

In all cases, with the prospect of industry funding, there are significant increases in
the expenditures from two to nine fold. The overall baseline funding for NZFS is
increased three-fold for the identified services from July 2024 rising to a five-fold
increase by July 2027. With the cost of living already at a significant level we believe
these increases are unsustainable and cannot be justified as they will simply add to
the cost of food.

Purpose and application of the Food Act regulatory system

15.

16.

17.

The problem definition in section 4.2 of the Proposal relies on outdated information
and mixes risks addressed by the Animal Products Act with those addressed by the
Food Act. For example, the Cressey & Lake report of estimates of cost of foodborne
illness was written in 2007; it refers to STEC the control of which is largely funded
under the Animal Products Act. While the number of foodborne outbreaks, and
associated cases, has increased gradually over the recent years, this trend can be
partly attributed to changes in laboratory testing practices and increased person-to-
person contact.?

We note the estimated $40 billion in annual sales is “approximated from the value of
the retail spend in supermarkets and grocery stores, specialised food retailing, liquor
retailing and food and beverage services industries in Statistics New Zealand’s Retail
Trade (ANZSICO6) series.”® This etimate is significantly inflated because supermarkets
and grocery stores sell more than food. In fact, the top selling item in supermarkets
has historically been toilet paper.

We also challenge the export figure of $9 billion from businesses operating under the
Food Act and believe this figure might be double counting exports from businesses
also operating under the Animal Products Act. The 2021/22 Situation and Outlook for
Primary Industries reports an export revenue from processed food of $3 billion* which
even so includes honey managed under the Animal Products Act. We consider NZFS
has used poor and outdated information on which to base its claims and economic
impact (under section 16).

2 26030-Shiga-toxin-producing-Escherichia-coli-STEC (mpi.govt.nz)

3 Footnote 10, p42 the Proposal
4 Table 21, p 120. MP], Situation and Outlook for Primary Industries, June 2022
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18.

19.

The collective reputation benefit externality is recognised but this benefit applies
equally to businesses operating under the Animal Products Act. This also applies to
domestic food safety incidents being reported internationally and adversely impacting
all businesses involved in exporting food, but we are unsure where a value of exports
of $72 billion are derived when food and fibre exports were estimated by MPI to
reach $52.2 billion in 2022° noting fibre, forestry and feed attributed $7.4 billion.

Market panic is not generally seen in the New Zealand consumer outside the Covid
experience. MPI’s food recalls over the last 12 months shows that, with the exception
of tahini and berries, the majority of food events occur in local communities where
products are made at a single store or have limited distribution. There is no evidence
presented to suggest these local recalls contribute to any form of market panic.

Cost recovery principles and the approach to cost recovery and Legal basis

20.

INC supports the cost recovery principles applied by MPIl and NZFS and reflected in
the Food Act and notes the legal basis for setting levies.

Domestic food safety and suitability rules

21.

22.

23.

INC notes the problem definition and agrees that access to export markets is
negotiated from the strength of the domestic food safety system. The services under
this activity are set to double. We consider the options to address the problem to be
conflated. We are unaware, for example, of high-risk dairy processes that have not
been developed. Those cited (medium rare burgers, acidified sushi rice, sous vide and
Chinese style roast duck) are unrelated to dairy and in any case developed over the
past 10 years. Dairy would be cross subsidising food businesses at any level for this
activity.

Reviewing and updating template food control plans is very limited (if any) for the
dairy industry although national programmes (NPs) are utilised by transport and
storage operations and are worthy of maintenance. We do not believe that the lowest
risk NP1 requires twice the current expenditure since these national programmes
have been completed and any review therefore is undertaken from a sound platform.
Importantly, dairy businesses with custom Food Control Plans, if they are subject to
the levy, will be cross subsidising those businesses operating in the domestic sector.

INC considers the service levels for the Domestic food safety and suitability rules are
not substantiated by evidence beyond the current expenditure. The outcomes and
risks under Option 1 are not substantiated by evidence that urgent issues are not
currently addressed or that crowding out which may occur will actually occur. We
would want to see the history of rules improvement and review completed for the
dairy industry in the last 5 years and those planned for the future under Option 1 in
order to assess the validity of the funding sought.

5 p3. MP], Situation and Outlook for Primary Industries, June 2022



24,

Section 7.3 asks two questions as follows.

Do you agree that Option 1 ($1.540 million) is the most suitable funding and service
level for this service? If not, what do you prefer and why?

25.

26.

INC does not agree that Option 1 is the most suitable funding and service level for this
service for the dairy industry. The outcomes and risks under Option 1 are not
substantiated by evidence that urgent issues are not currently addressed as they arise
or that crowding out will actually occur. NZFS should have provided the history of
rules improvement and review relevant to the dairy industry and completed in the
last 5 years and those planned for the future under Option 1 in order for the industry
to better assess any benefit.

As a result we oppose dairy businesses being included in the levy as businesses in
these sectors already fund many if not all of these activities separately.

Do you agree that domestic food businesses benefit from guidance and tools under this
service, and are obliged to comply with any rules established, and therefore should pay
for the service? Why or why not?

27.

INC agrees that many domestic food businesses benefit from guidance and tools
under this service, and are obliged to comply with any rules established. However,
dairy industry businesses do not benefit. In our view, a levy applied indiscriminately
to dairy industry businesses would be duplicative, inequitable and unnecessary.

Imported food safety and suitability rules

28.

29.

INC strongly disputes the statement that “imported food rules have changed little
over recent decades.”® We understand regular import health standards advice is
issued by MPI reflecting a highly attuned import regulatory system. The proposal
under Option (1) is for a six-fold increase in current funding under Option 1. This level
of increase is not substantiated by evidence.

Since many of New Zealand’s export businesses also import significant quantities of
ingredients for processing and re-export in high value goods, a levy as proposed could
have a chilling effect on dairy manufacture in New Zealand, research and
development, and innovation. It could dampen/reduce exports in a sector that has
succeeded in exporting a high value add product, infant formula. In our view, dairy
importers will not benefit from the rules developed or the benefit will be marginal
because so many dairy imports are product/ingredient specific.

6 p16. The Proposal




30.

31.

32.

It is also the case that the chain of control operating under the Animal Products Act is
highly regulated already and any business operating under the Animal Products Act,
and importing ingredients that are destined for further processing should be exempt
from the proposed Food Act levy. Even when events are identified, the control
mechanisms in place under the Animal Products have been shown to be very effective
at managing risks.

High risk imported foods comprise a majority of retail ready products and have
recently been subject to review by the Office of the Auditor General. The
recommendations apply to 4.4% of imported foods as this is the percentage of food
imports that are high risk. This does not justify a six-fold increase.

Section 8.3 asks two questions as follows.

Do you agree with our assessment of Option 1 ($1.121 million) is the most suitable
funding and service level for this service? If not, what do you prefer and why?

33.

34.

35.

36.

INC does not agree with the assessment undertaken by NZFS that Option 1 is the
most suitable funding and service level for this service especially for dairy businesses.
These businesses operate under the Animal Products Act and are subject to heavily
regulated chains of control.

We are particularly concerned at the proposal that the levy apply equally to imported
ingredients for further manufacture as it does to finished products for retail sale. All
ingredients are subject to risk assessment as part of the production facilities’ food
safety/control plans, regardless of the type of plan in place. These assessments are all
subject to review by verifiers. The application of a levy on imported ingredients to be
further processed will have a compounding levy and cost effect and a duplication of
risk assessments.

In any case we strongly oppose dairy businesses being included in the levy on imports
as businesses in these sectors already fund these activities separately through the
tight chains of control applied under the Animal Products Act.

We support those submitters who have articulated concerns around the trade impact
of a levy on imported food products (and not on domestic food products) and the risk
of it being seen as a non-tariff trade barrier.

Do you agree that domestic food businesses benefit from guidance and tools under this
service, and are obliged to comply with any rules established, and therefore should pay
for the service? Why or why not?

37.

INC agrees that some domestic food businesses benefit from guidance and tools
under this service especially those not operating under food control plans which have




38.

39.

40.

41.

a higher level of risk mitigation. The issue is that not all domestic food businesses
benefit and certainly not dairy industry businesses since those production sites that
hold multiple registrations under different food legislation, particularly where they
have production facilities and provide cross-docking with transport providers, already
fund these services under the Animal Products Act.

We oppose dairy industry businesses being included in the levy as these businesses
already fund these activities separately. This duplicates levies for no perceivable
additional value in risk mitigation. In our view, a levy applied indiscriminately to these
businesses would be duplicative, inequitable and unnecessary.

We note that according to the table at 15.3.4, 84% of importer funding will come
from just 11% of registered businesses. Given the small number listed at the $77 level
(415 businesses), if the flat fee was increased by just $9.50 to $77, only 421 registered
businesses would be subject to a ‘per tonne’ levy. The administrative effort, both
from Government and industry, to establish a system, calculate, monitor and manage
a ‘per tonne’ levy seems excessive for the sake of only 421 businesses. We are
advised that in any case the MPI payment infrastructure is not set up to receive this
payment at registration. Registration for many businesses is conducted through the
generic credit card portal. The current portal does not link the payment directly to
registration — this has to be conducted manually by email by the business to MPI.

In any event, with the proposal to charge from 1 July 2024, all dairy businesses will
have already set their budgets for the year and an unbudgeted bill of $50k-S100k for
larger importers would be significant.

If a reduced levy proceeds, other simpler more cost-effective options, noting the

exemption of ingredient imports for the dairy industry, NZFS might investigate are:

e apply the $115 levy as a flat fee, the same as the registered food businesses;

e apply a fee to be paid at the time of import. It would add a nominal cost on a ‘per
container’ basis, would be easier for businesses to manage and could be collected
at the same time as other customs and import fees.

Oversight of co-regulatory systems and services

42,

43.

The oversight of the work of Territorial Authorities has been in train for over 10 years.
This government-to-government arrangement, in the absence of a facility to charge
Territorial Authorities, should be Crown-funded. In any case, the work of Territorial
Authorities is primarily associated with food service and small food retail and mobile
food outlets and not the dairy industry. The proposal under Option (1) is for a 9-fold
increase in current funding. This level of increase is not substantiated by evidence.

Territorial Authority training has been occurring throughout the time the Food Act has
been in place. We understand there are good online training systems in place and
annual face-to-face meetings. We would not expect NZFS to be establishing
relationships with senior health protection officers after this period of time. We note
the primary beneficiaries are Territorial Authorities. We strongly oppose businesses



44,

operating in the dairy industry being included in the levy as these businesses already
fund such activities separately. NZFS would also be a beneficiary in discharging its
responsibilities under the Food Act. Transferring costs from primary beneficiaries to
secondary because of legal expediency is not a reason to place full costs on the
secondary beneficiaries. Legal options to charge Territorial Authorities should be
pursued and until then, this activity should be Crown funded.

Section 9.3 asks two questions as follows.

Do you agree with MPI that Option 1 ($1.820 million) is the most suitable funding and
service level for this service? If not, what do you prefer and why?

45,

46.

47.

48.

INC strongly opposes the level of this cost and for it to be charged to secondary
beneficiaries. We note that whilst it would be most efficient to charge the primary
beneficiaries (the Territorial Authorities), in the absence of this due to the lack of legal
facilities, central government/Crown funding should be applied.

Consumers in local communities are the principal beneficiaries of a sound food
regulatory system. Trust in the system is the outcome sought by NZFS from the New
Zealand population and the taxpayer should therefore contribute to that assurance
through Crown funding of Territorial Authority oversight.

In addition, we strongly oppose dairy businesses that are registered with MPI and that
have no regular contact for food safety and suitability with Territorial Authorities
funding this activity.

Equally it would be untenable for domestic businesses registered with Territorial
Authorities to bear such a significant cost. We recommend the services in this area be
scaled back significantly.

Do you agree that domestic food businesses benefit from NZFS providing oversight of
Territorial Authorities regulatory practices for food businesses and therefore food
businesses should pay for this service? Why or why not?

49.

As noted above, INC opposes the level of this cost and it being charged
indiscriminately to all food businesses as secondary beneficiaries. In the absence of
Territorial Authority funding, central government (Crown) funding should be applied.
Trust in the food system is the outcome sought by NZFS from the New Zealand
population and the taxpayer should therefore contribute to that assurance through
Crown funding. Consumers in local communities are the principal beneficiaries of a
sound food regulatory system and they contribute funding to the Crown through the
GST on $40 billion of annual grocery sales per year.




50. In addition, we strongly oppose dairy industry businesses that are registered with MPI
and that have no regular contact for food safety and suitability with Territorial
Authorities funding this activity.

51. Equally it would be untenable for domestic businesses registered with Territorial
Authorities to bear such a significant cost. We recommend the services in this area be
scaled back significantly.

Oversight of verification systems and services

52. MPI is very experienced in the oversight of verification systems and services since the
development of the regulatory model in the late 1990s. This is not new and there are
extensive systems and tools in place to ensure this activity is undertaken, at least
under the Animal Products Act. INC is aware that training and support has been
developed and refined over time including online tools and guidance. Clearly, as new
verifying operators enter the field, ongoing calibration is important, but in order to be
registered, verifiers and/or a registered verification agency must have a high level of
expertise as a minimum requirement. This is not provided by MPI but rather by other
competitive providers.

53. We are well aware of the impact of limited or sole verifiers across the New Zealand
food sector and that industry (especially in the dairy sector) has been working with
MPI to support alternatives or new ways of operating to address competition. This is
not a reason to levy industry for an existing activity and to do so at a 2.5 fold increase
on current expenditure. INC has recently submitted on cost recovery at MPI level for a
decrease in circuit verification costs. We note some remote verification services are
available in some areas by live-streaming. For all these reasons a four-fold staff
increase in this area after many years of development and improvement appears
excessive.

54. Section 10.3 asks two questions as follows.

Do you agree with MPI that Option 1 (50.766 million) is the most suitable funding and
service level for this service? If not, what do you prefer and why?

55. INC opposes the extent of this cost given the high level of expertise, development of
tools and experience over 24 years of operating the regulatory model. New verifiers
fund much of their own training to become recognised and while MPI/NZFS might
provide services to these people, it would be fully cost recovered. We see this as
potentially duplicating cost recovery under other food legislation such as the Animal
Products Act. Nonetheless some lesser contribution and a lower staff increase might
be justified for food businesses registered with Territorial Authorities.

56. We strongly oppose businesses operating in the dairy industry that are registered
with MPI and that already make contributions for verification systems and services




and that have no regular contact for food safety and suitability with Territorial
Authorities undertaking this activity to be funding a service they do not receive. It is
unjustifiable and inequitable.

57. Equally it would be untenable for domestic businesses registered with Territorial
Authorities to bear such a significant cost. We recommend the services in this area be
scaled back significantly.

Do you agree that domestic food businesses benefit from NZFS providing oversight of
Territorial Authorities regulatory practices for food businesses and therefore food
businesses should pay for this service? Why or why not?

58. As noted above, INC opposes this cost being charged indiscriminately to all food
businesses and we strongly oppose businesses operating in the dairy industry that are
registered with MPI and that have no regular contact for food safety and suitability
verification with Territorial Authorities, funding this activity. It is unjustifiable and
inequitable.

59. Equally it would be untenable for domestic businesses registered with Territorial
Authorities to bear such a significant cost. We recommend the services in this area be
scaled back significantly.

Business education and support

60. These activities could be considered ‘nice to do’ activities, that is, the system does not
fail in the absence of these activities and it is not a legislative requirement. INC
nonetheless appreciates that small businesses especially benefit greatly from tools
and support. However, placing the burden of a four-fold increase on current
expenditure and a tripling of staff on a part of the sector in the current economic
climate is unreasonable. No evidence has been provided to demonstrate that such an
increase in expenditure will lower food borne illness. We especially oppose any
industry funding consumer education as this is a public good and should be Crown
funded.

61. The part of the sector this is proposed to apply to (other than consumers) is again
those businesses primarily registered with Territorial Authorities, the small single
owner operators who just want know what they need to do. They are also the target
for many of the non English/Maori languages. This is not for the larger businesses that
are registered with MPI who already fund these or similar services where deemed
necessary through other levies and fees.

62. Section 11.3 asks three questions as follows.



Do you agree with MPI that Option 1 ($1.171 million) is the most suitable funding and
service level for this service? If not, what do you prefer and why?

63. INC opposes the extent of this cost given the high level of expertise, development of
tools and experience over the past decade of implementing the Food Act. We strongly
oppose dairy industry businesses that are registered with MPI and that already make
contributions for education and support within the dairy industry funding this service.
There is no demonstrated benefit to these businesses.

64. We do not agree it is impracticable to identify businesses that use the tools when
online user metrics are available and businesses registered with Territorial Authorities
are identifiable. We recognise it would be unfair for domestic businesses registered
with Territorial Authorities to bear such a significant cost. We recommend the
services in this area be scaled back.

Do you have any current difficulties finding information about what you have to do
under the Food Act and what would you find useful to help you meet your
responsibilities

65. INC has no record of enquiries about the Food Act in the last 10 years beyond the
standards in the Australia New Zealand Food Standards Code. In this latter area, most
questions are of a highly technical nature and answered by INC experts or by FSANZ.

Do you agree that both domestic food businesses and food importers benefit from up
to date and accessible information and guidance, and therefore should pay for this
service? Why or why not?

66. As noted above, INC opposes this cost being charged indiscriminately to all food
businesses and we strongly oppose dairy industry businesses that are registered with
MPI being charged. Many of these businesses are operators of long standing who are
familiar with systems and requirements.

67. In any case, with a ‘nice to have’ activity we recommend the services in this area be
scaled back.

Identify and deliver nationwide interventions to raise performance

68. It is not clear to INC how separate this activity is from activities described above.
Under the ‘Oversight of co-regulator systems and services’, an outcome is: “local and
national performance issues are identified early and widely reported” and “national
compliance priorities for food businesses to coordinated [sic] system response.”
Under ‘Oversight of verification systems and services’ outputs include “monitor
national services and identify supply gaps” and under “Business education and



support” outputs include outreach and engagement. All these could deliver national
interventions through education assistance without a new activity of $0.458 million
under Option 1.

69. We consider this activity is duplicative of other activities already described and
discussed above. Since this is new, a Crown funded pilot might be considered before

embarking on a new industry-funded programme

70. Section 12.3 asks two questions as follows.

Do you agree with MPI that Option 1 ($0.458 million) is the most suitable funding and
service level for this service? If not, what do you prefer and why?

71. INC believes this proposed new service is duplicative of other services, particularly
‘Business education and support’ but also elements of ‘Oversight of co-regulator
systems and services’, and ‘Oversight of verification systems and services’'.

72. We do not consider 2024-2026 is the period when new costs are proposed to load
those costs up with nice to have activities. MPI might better propose this at some
later time once work in other areas has been further undertaken.

Do you agree that both domestic food businesses and food importers benefit from
interventions to raise nationwide performance and therefore should pay for the
service? Why or why not?

73. As noted above, INC believes this activity potentially duplicates other activities
proposed for maintenance and expansion and that it should be set aside until those
activities have bedded down and potential duplication reassessed.

National monitoring programmes

74. NZFS is exploring the prospect of a new activity, a National Monitoring Programme.
INC would point out that there are national monitoring programmes under the
Animal Products Act and separately for the dairy industry that the dairy industry
already funds.

Systems auditing

75. This is purportedly a new activity whereby audits to enable assurance regarding
specific food sectors or issues are undertaken funded at $0.267 million. As reported,
Crown funded systems audits were undertaken during implementation of the Food
Act. A sound suite of audits therefore exists and has been funded in the past. Past
funding is not identified and is a data omission that reduces our ability to comment
on the current proposal.



76. We are of the view that annual systems audits of between 5-7 audits a year appears
excessive. The dairy industry funds dairy industry audits separately. For other food
industries we consider a significantly scaled back approach in this area.

77. Section 14.3 asks two questions as follows:

Do you agree with MPI that Option 1 (50.267 million) is the most suitable funding and
service level for this service? If not, what do you prefer and why?

78. INC is not able to comment on the level of funding as historical data has not been
provided for the systems audits undertaken during implementation of the Food Act.
In any case, 5-7 systems audits undertaken each year appears excessive when past
experience has delivered 1-2 systems audits. We recommend a significantly scaled
back approach in this area.

Do you agree that both domestic food businesses and food importers benefit from
systems auditing and therefore should pay for the service? Why or why not?

79. As noted above, INC believes the scale of this activity to be excessive and that a scaled
back approach should be developed.

Conclusion on proposed funding and level of service

80. The foregoing makes it clear that in our view, doing more of the same activity or
duplicating the activity does not necessarily decrease risk or improve food safety. Up
to 40% of food safety events are estimated to originate in the home. Consumer
education is not required under the Food Act and if it is undertaken, should be Crown
funded. No metrics are provided to indicate the outcome of increased food safety
delivered by an expanded service.

81. There are no metrics for prioritising the activities or services nor for reporting on
them. Some activities, such as Business education and support services, are nice to
have but not essential, whereas rules might be considered a higher priority.

82. Charging businesses for co-regulatory oversight is unjustifiable when food businesses
are secondary beneficiaries. This should be Crown funded noting the ultimate
beneficiaries are consumers who are contributing to consolidated revenue through
the GST applied to food (with sales of $40 billion, this contribution is substantial).

83. Increasing services by 2 — 9 times the current funding level requires review in order
for the services and proposed funding to be scaled back.

84. We note that whatever is proposed will add to cost of living in New Zealand.




85. On imports, a product-based levy raises the perception by overseas trading partners
that this is a non-tariff barrier. By changing the basis to the registered importer, this
scenario is avoided. This would also remove the need for setting up new and
potentially complex and costly systems to track the imports of less than 400
businesses (once RMP registered businesses are excluded)

Options for sharing costs among beneficiaries

Allocation of costs for domestic food businesses

86. INC opposes all domestic food businesses funding the proposed services because
many of them, including dairy industry businesses, already fund similar/same
activities under other cost recovery mechanisms, including levies, collected by MPI.
This is specifically the case for Risk Management Programme (RMP) registered
businesses under the Animal Products Act and Wine Standards Management Plans
(WSMP) under the Wine Act 1997. Those businesses with dual or multiple
registrations will be paying twice or more for services.

87. We recommend Businesses holding an RMP or WSMP be exempt. This would
include transport, storage and handling facilities covered by RMPs and WSMPs and
who are registered under the Food Act at National Programme level 1 (NP1) level.
Without doing so risks duplicating or up to quadrupling costs on some businesses
and therefore the foods they handle.

88. Once activities are scaled back and Oversight of co-regulator systems and services are
removed, the lesser funding might be funded by a flat $115 per business registration
plus a proposed collection fee by Territorial Authorities. Issues of equity can be
addressed by exempting registrations under National Programme level 1 (NP1) or
even NP1 and NP2 and increasing the flat fee appropriately for those businesses
dealing with high-risk foods most of which are retail ready products.

89. We recommend a flat fee per business exempting those registered under NP1 or
registered under other food legislation at a level that funds a scaled back range of
services with no funding exceeding a 50% increase on the current level of funding.

90. Section 15.2.4 asks three questions that go only to collection on which INC has no
stated views, noting however that all businesses are likely to pay a collection fee.

Allocation of costs for registered food importers

91. NZFS considers two options:
e Option 1 A flat chare per registered importer or
e Option 2 A volume-based charge on the number of consignments imported.



92. NZFS favours Option 2 but is incorrect in this being more accurate for assigning costs
for mechanisms to increase food safety especially not in relation to high-risk foods.
High-risk foods comprise around 4% of all food imports and have no relationship to
volume of import. In fact, volume of import is likely to impact export businesses by
dampening the prospect of manufacturing in New Zealand for export. It is important
to note that some dairy companies could choose to manufacture off-shore if
regulatory barriers continue to grow.

93. In any event we consider importers who are also RMP holders be exempt since the
Animal Products Act system requires end-to-end control and the bulk of imports is for
further processing and export. This would also address imports destined for pet food
which might otherwise not be separated.

94. The remaining importers should be charged in the same way as the domestic food
businesses per business whilst importers of high risk foods should pay a comparably
higher amount. Importers who import more are likely to be more expert in systems
and processes and present a much lower risk profile than small importers. The same
risk-based approach should carry through. A levy paid at registration would be
considerably more efficient than setting up an entirely new, costly and complex billing
and payment system for a small number of importers. If the same flat fee was applied
as for domestic businesses, it is administratively simple, does not carry any perception
of non-tariff barriers (it is not based on product) and collects most from the importers
likely to create food safety issues.

95. Section 15.3.5 contains one question:

Do you agree with the proposal to allocate levy costs for food importers based on the
volume of imports (a proportional allocation basis) rather than through a flat levy rate
per registration? Why or why not?

96. INC strongly opposes the proposal to allocate levy costs for food importers based on
the volume of imports. We consider this to be a costly and complex mechanism that
carries with it considerable trade risks.

97. INC recommends Option 1 A flat charge per registered importer with businesses

importing that hold RMPs exempt and some scaling to increase fees for importers of
high risk food.

Economic impact of the proposed levies

98. Any increase in cost of living for New Zealanders is under scrutiny. Minimising the
impact to the greatest extent possible should be the goal. It is also the case that the
domestic consumer will bear the brunt of the charges since major exporters are RMP
businesses and should be exempt.




99. The economic impact on the highest volume importers is an unanticipated impost
when budgets have already been determined for the 2024/25 year.

Implementation

100. INC strongly opposes a 1 July 2024 commencement of the import by volume fees
as these represent unbudgeted amounts for a financial period about to commence. If
Option 1 was selected for importers, and services scaled back, this would likely be
more manageable.

Monitoring and review

101. Reporting on use of industry funding is not an area that MPI has a strong record
on. It can accurately report what it collects and when but not the use of those funds
to any level of granularity. In the current proposals, no performance metrics are
included for prior, current or proposed activity. Reporting is therefore a major
concern for any levy proposed. Undertaking regular reviews of collection to better
target expected levels of collection does not link to the impact of the services on
reduced foodborne illness.

102. We repeat the comment at the outset that one of the objectives of this proposal
that there was no further commentary on the “easing of rules” in the Proposal and
see this as an omission or error.

103. Finally the conclusion that the proposals are “good value for money in support of
the $49 billion of food imported or produced under the Food Act” is incorrect — part
of the $9 billion imported is counted in the $40 billion of sales at retail and the $40
billion at retail also includes all products sold in supermarkets and dairies including
personal hygiene products including toilet paper, cosmetics, magazines and
hardware.



