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Hon David Seymour, Minister for Regulation
To Hon Andrew Hoggard, Minister for Food Safety

Hon Penny Simmonds, Minister for the Environment

Title Approach to economic analysis in the Agricultural | \,mber 2024-090
and Horticultural Products Regulatory Review

Date 8 August 2024 Priority: Medium

Discuss details of the economic workstream of the

Action Sought Review Due Date 15 August 2024
Agree to the release of the Economic Analysis Issues
Paper
Contact Person | David Wansbrough, Sector Review Lead Phone s 9(2)(a)
Contact Person | Mark Christensen, Principal Economist Phone s 9(2)(a)
Attachments Annex 1 - draft Economic Analysis Issues Paper Security Level |IN CONFIDENCE

Proactive release note:

Annex 1 is publicly available at https.//

www.regulation. z/assets/Uploads/AgHort-Products-
Regulatory-Review-economic-issues-paper.pdf

Executive Summary

1. The Agricultural and Horticultural Products Regulatory Review, which was launched on 1
August, has two key analytical approaches: one will be driven by issues raised by
stakeholders, while the other will consider economic issues.

2. This economic workstream will consider the market for agricultural and horticultural
products from a conceptual perspective, examining why the regulations exist, what risks are
being managed and how, and the costs and benefits associated with both the existing
regulatory system and alternative options.

3. While we already have some high-level questions for submitters on the engagement hub,
there is benefit in providing more specific questions for those that are interested. These
questions are designed to generate discussion and encourage stakeholders to think from a
first principles perspective.

4, On this basis, we intend to release an Economic Analysis Issues Paper that will:

a. Set out what the economic workstream will explore and how the analysis will be
undertaken;

b. Generate more specific views and information to support the analysis; and

c. Enable more bespoke engagement by allowing stakeholders to self-identify as
having an interest in big picture issues.
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5. Agencies expressed concerns that a first principles approach went beyond the scope of the
review, and that this may set expectations for industry on the nature of reform. Though the
terms of reference makes provision for this type of analysis, we have nevertheless amended
any language that might give the impression of pre-determined outcomes.

Recommended Action

Minister for  Minister for Minister for the

We recommend that you: ) .
y Regulation  Food Safety  Environment

a. note the proposed activities of the economic

Noted Noted Noted
workstream
b. note the Ministry for Regulation intends to release
the Eco'nomlc Analysis Iss'ues Paper l?y 19'August Noted Noted Noted
to provide stakeholders time to consider it before
submissions close on 8 September
EITHER
c. agree to the release of the Economic Analysis Agree / Agree / Agree /
Issues Paper, subject to Ministerial feedback Disagree Disagree Disagree
OR
d. agree that further testing of the Issues Paper Agree/ Agree / Agree /
needs to be undertaken before release Disagree Disagree Disagree
Grainne Moss Hon David Seymour
Acting Secretary for Regulation and Minister for Regulation
Chief Executive Date:
Ministry for Regulation
Date: 9 August 2024
Hon Andrew Hoggard Hon Penny Simmonds
Minister for Food Safety Minister for the Environment
Date: Date:
IN CONFIDENCE
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Purpose of Report

6. To set out the economic analysis that will be conducted as part of the Agricultural and
Horticultural Products Regulatory Review (the Review), and to seek approval for the release
of an Economic Analysis Issues Paper that will assist the Review team by guiding the content
of submissions and identifying interested stakeholders.

Background
1. The Review was announced on 1 August.
8. The engagement hub went live on the Ministry for Regulation website following the

announcement. Submissions will be received until 8 September. The Review team is
working on the engagement plan, with stakeholder meetings planned for the last two weeks
of August.

9. The analysis conducted for the Review will take a two-pronged approach:

a. Issues-driven: Analyse stakeholder issues and propose practical solutions that
streamline the approval pathway for the manufacturers, importers, sellers and
producers of agricultural and horticultural products, while still appropriately
managing the risks; and

b. Economic: Analyse the intervention on afirst principles basis.

Economics workstream

10. The economic workstream will take a conceptual approach, posing first principles
questions about the agricultural and horticultural products market. Areas of work include:

a. Market definition - identifying what markets are relevant for the Review, their size
and key characteristics;

b. Risks - the size and nature of the risks related to the relevant markets;

c. Market Failure - identification of market failures and whether they align with the
stated objectives of the regulations; and

d. Problem Definition - identification of the fundamental problem that government
intervention seeks to address.

11. This will form the basis for two further areas of analysis:

a. Big picture options - we will consider options that look beyond the existing
regulatory system. This might include, for example, the possibility of co-regulation
and how the regulatory system is funded, including the appropriateness of full cost
recovery; and

b. Cost Benefit Analysis - we will analyse the costs and benefits of the current
regulatory system (eg financial cost of approval timeframes, broader impacts of
delays, less sub-standard products in the market) and consider alternative tools (eg
co-regulation).

12. The depth of the analysis conducted under the economic workstream will be contingent on
the quality of the data and information provided by stakeholders.
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Economic Analysis Issues Paper

13.

14.

15.

16.

17.

18.
19.

20.

We expect the greatest area of stakeholder interest will be practical solutions that
streamline the approval pathway, with most feedback likely to concentrate on the current
regulatory system. On this basis, the initial questions posted on the engagement hub were
general questions, such as “What are the biggest issues with the current approval path?”
This should provide sufficient guidance for the issues-driven analysis.

However, we also expect some stakeholders to be interested in the work of the economic
workstream. We would therefore like to post an additional set of questions, designed to
generate stakeholder thoughts on more big picture issues. This will help support the work
of the economic workstream, but should also contribute to the issues-driven analysis.

An issues paper is a common way of providing more detailed questions that draw out both
stakeholder feedback and valuable information. Questions posed in an issues paper are
designed to generate discussion and encourage stakeholders to think from a first principles
perspective. While the discussion may raise some conflicting views, this will not detract
from the priority for the Review of addressing issues with the current system.

This type of paper is not intended to reflect our current economic analysis, or offer answers
to the questions that it raises.

On this basis, we intend to release an Economic Analysis Issues Paper that will:

a. Set out what the economic workstream will explore and how the analysis will be
undertaken;

b. Generate more specific views and information to support the analysis; and

c. Enable more bespoke engagement by allowing stakeholders to self-identify as
having an interest in big picture issues.

A draft paperis at Annex 1 for your feedback by 15 August.

While the release of the issues paper would have been best timed with the opening of the
engagement hub, this was not possible in light of the project timelines. The Review team is
not expecting this to be a significant concern for stakeholders.

Those who do not have a strong interest in the work of the economic workstream will
continue to develop their submissions and will have further engagement opportunities. For
other stakeholders, there is sufficient time for the more detailed questions raised in the
issues paper to shape their submission, which are due to close on 8 September.

Feedback from agencies on the workstream and issues paper

21.

22.

Feedback on both the briefing and the draft issues paper was sought from the Ministry for
Primary Industries, New Zealand Food Safety, the Ministry for the Environment and the
Environmental Protection Authority. The Review team has addressed some of the points
raised and noted several specific considerations for the cost benefit analysis.

A concern was raised that the papers indicated that a broad first principles review of the
legislation would be undertaken, and that this may set expectations for industry on the
nature of reform to be expected.
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a. The Review team acknowledges that, while we are considering only a subset of the
regulatory systems, the terms of reference clearly states that economic analysis of
this type will be undertaken as part of assessing the basis for government
intervention and regulatory design; and

b. We have removed any language that appears to pre-empt the findings of the Review.
However, it remains important to signal that the first principles component of the
Review will consider why and how government regulates these products, and
whether alternative regulatory approaches could be considered.

Next Steps

23. We are available to discuss with you the work proposed for the economic workstream of the
Review. Subject to ministerial feedback and agreement to release, we intend to release the
Economic Analysis Issues Paper by 19 August.

24. If you agree that further testing is needed, we will provide further information on the next
steps to be taken.
25. We can provide further collateral should Ministers wish to announce the release of the
paper.
IN CONFIDENCE
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Hon David Seymour, Minister for Regulation
To Hon Andrew Hoggard, Minister for Food Safety

Hon Penny Simmonds, Minister for the Environment

September update on Agricultural and
Title Horticultural Products Regulatory Review for Number 2024-106
24 September Joint Ministers Meeting

Date 20 September 2024 Priority Medium

Discuss progress of the Agricultural and
Horticultural Products Regulatory Review at joint
Action Sought | meeting on 24 September Due Date 24 September 2024

Agree to a Cabinet approach for the
recommendations from the Review

Contact Person | Tony Clark, Manager Regulatory Reviews Phone s 9(2)(a)

Contact Person | Maria Spencer, Senior Advisor Phone s 9(2)(a)

Appendix A: Summary of direct stakeholder
engagement meetings

Attachments Appendix B: Economic Workstream Security Level | IN CONFIDENCE

Appendix C: Initial criteria for assessing options and
recommendations

Executive Summary

1. You are meeting as Joint Ministers for the Agricultural and Horticultural Products Regulatory
Review (the Review) on Tuesday 24 September to discuss the Review’s progress. To support
your discussion, this briefing provides an update on engagement and analysis undertaken
since the launch of the Review on 1 August. We also seek your agreement to the approach for
Cabinet consideration of Review recommendations.

2. The sector has engaged strongly through the engagement channels to provide feedback on
the Review. The team conducted online meetings with over 50 organisations and received
over 80 written submissions through our engagement portal and by email. The Sector
Reference Group also had its first meeting on 10 September, and bespoke meetings with
different interest groups are ongoing.

3. Most stakeholders broadly recognised the effectiveness of the regulatory system in managing
the risks posed by products. Many of the issues raised by stakeholders appear to indicate a
desire to regulate ‘smarter’ and improve current operational systems, rather than expressing
a lack of confidence in the regulatory system for managing the risk.
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4. Appendix A provides an initial high-level summary of the issues raised through direct
engagement meetings alongside initial contextual information from regulators and relevant
stakeholder views. Broadly, these issues fall into groups of: regulator capacity and capability;
regulatory complexity; basis for government intervention; risk proportionality; and other
matters. Appendix A does not include information from written submissions. Further work is
underway to review written submissions and assess and verify the issues.

5. To analyse the issues raised by stakeholders, we will be considering the evidence presented
by submitters and relevant agencies (MPI, MfE, NZFS, EPA) and ensuring there is sufficient
evidence and confidence to support a conclusion. It will likely not be possible to verify all
issues raised in the time available, especially those that relate to practice and culture, which
are inherently difficult to assess.

6. Our economic analysis is also progressing, with several written submissions responding
directly to the questions raised in the Economic Analysis Issues Paper. We have also
developed criteria for assessing options and recommendations.

7. So far, it is becoming clear that recommendations from the Review will involve both
operational (regulatory practice) and legislative (regulatory design) changes. Developing
proposals that are sufficiently detailed for Cabinet decisions, and to support drafting
instructions will require robust policy development and impact analysis. Furthermore, it is
likely that changes proposed will have wider implications for regulatory systems outside the
scope of the Review. As such, it will not be feasible to provide full and final decisions for
Cabinet to make on all recommendations in February 2025.

8. However, the Review team recommends a phased approach, with Cabinet first endorsing a
work programme in February 2025, followed by a report back and any drafting instructions
from responsible Ministers in May 2025. This approach enables a clear direction to be set and
publicly communicated early next year, while also enabling some time for further analysis to
be undertaken as part of robust regulatory impact analysis.

9. As part of our options analysis, we will evaluate whether there are ‘quick wins’ or short-term
fixes that may improve processes while longer term legislative change and more substantive
operational changes are worked through.

10. Ministers may wish to discuss with their agencies the impact of implementing Review
recommendations on existing work programmes and portfolio priorities. There is value in
setting a clear direction for further work early that can be publicly communicated to
demonstrate and maintain momentum from the Review.

Recommended Action

Minister for  Minister for Minister for the

We recommend th : , .
ereco end thatyou Regulation  Food Safety Environment

a. note that we have directly engaged with 50

organisations to date and received over 80 written Noted Noted Noted
submissions
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b. note that the issues information presented is
preliminary and further work is required to capture Noted Noted Noted
contextual information and verify issues raised

¢. note that limited issues have been raised on the
effectiveness of the current approval pathin

. . . Noted Noted Noted
managing risks, and the feedback received does
not indicate a lack of confidence on this point
d. note we are seeking direction on the Cabinet Noted Noted Noted
approach to inform planning around implementing
the recommendations from the Review
e. note thatit will not be feasible for Cabinet to make Noted Noted Noted

full and final decisions in February 2025, and
therefore the Ministry for Regulation recommends
a phased approach to Cabinet decisions to
maintain momentum and ensure quality
regulatory impact analysis (Approach 1 below)

[Continued on next page]
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EITHER
f. agree to a phased Cabinet decision approach with Agree / Agree / Agree /
initial decision in February and further decisions in Disagree Disagree Disagree

May 2025 (Approach 1 - Ministry preferred)

OR
g. agree to a one-step Cabinet decision approach Agree / Agree / Agree/
with the decision in mid-2025 (Approach 2) Disagree Disagree Disagree
h. Note these timeframes are in-principle and should Noted Noted Noted

be confirmed in November when Ministers
consider the draft recommendations of the Review.

Minister for Food Safety and Minister for the
Environment

i. note there is meritin discussing with your agencies Noted Noted
an approach for resourcing any recommendations
that may arise from the Review, ahead of the
November Joint Ministers meeting.

4@7;;, N Moss

Grainne Moss Hon David Seymour
Secretary for Regulation and Chief Minister for Regulation
Executive, Ministry for Regulation Date:

Date: 20 September 2024

Hon Andrew Hoggard Hon Penny Simmonds
Minister for Food Safety Minister for the Environment
Date: Date:
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Purpose

1. To provide you with an update on the progress of the Agricultural and Horticultural Products
Regulatory Review (the Review) ahead of your Joint Ministers’ meeting on 24 September. This
paper also seeks a decision on the approach for Cabinet consideration of recommendations
and actions arising from the Review.

Background

2. Cabinet agreed the Terms of Reference on 29 July and the Review was announced on
1 August. A first engagement phase was undertaken from 1 August to 8 September, with a
range of engagement meetings conducted, and written submissions invited through our
engagement portal until 8 September. An economic issues paper was released on 20 August
to further guide submissions [MFR2024-090].

3. You last met as joint ministers on 25 June to discuss the regulatory review ahead of the
Cabinet process to agree the Terms of Reference and launch the Review [MFR2024-059]. The
Review seeks to assess how the current regulatory approach is delivering on and balancing
the objectives of:

a. enabling access to products; and
b. ensuring that risks of products are known and appropriately managed, including to
human health, trade, animal welfare, agricultural security, and the environment.

Proposed Agenda for Joint Ministers meeting on 24 September

4. At your meeting on Tuesday 24 September, we propose that you:
a. discuss the updates provided in this briefing on:

i. stakeholder engagement;
ii. initialissues analysis;
iii. initial economic analysis;
iv. criteria for assessing options; and
b. discuss and agree an approach to Cabinet consideration of review recommendations.

5. Members of the Review team will be present at the meeting to discuss any questions or
feedback you have on the progress of the Review.

Review updates

Summary of engagement activities

6. There are two phases to our external engagement, with agency engagement occurring
throughout the process.

a. Phase one - listening and learning: 1 August to 8 September. During this phase, our
engagement hub was open to written submissions, and we engaged with
stakeholders through multiple online meetings.

b. Phase two - testing: September to December. During this phase we will test our
preliminary findings and options with a Sector Reference Group. We will also test
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options with identified interested parties and experts who are familiar with regulatory
systems overseas or the trade implications.

Phase one engagement - listening and learning
7. From 1 August to 8 September we:

a. Engaged with stakeholders through multiple online meetings. The table below
identifies the types of groups we met with online, and the number of groups who
attended each meeting.

Type of Stakeholder Group Invited Met

Agricultural.and horticultural primary producer 32 -
representative groups

Major exporters 5 2
Product manufacturers and representatives 19 15
Environmental groups 8 5
Research and Development interests 12 82
Public health experts 4 4
Total 80 51

1 Two did not attend but are both on Sector Reference Group so will have further opportunities to provide input.

2 o . o age - .
Proactive release note: One did not attend but is on Sector Reference Group so will have further opportunities to provide input.

The number of

submissions and b. Encouraged interested parties to upload written submissions to our engagement hub
stakeholder groups we

met with were evolving or to contact us via email. The table below provides the number of submissions we
during the review received, with the self-identified interests of the submitters. Some organisations
process provided submissions collectively on behalf of their members.

Stakeholder Group No of
Subs

Agricultural and horticultural primary industry - groups, 20

farmers/producers/processors

Major exporters 2

Product manufacturers, importers, pest controllers, retailers 20

Researchers, academics, and public health

Environment

Maori agribusiness 1

Domestic consumers, local government and other 24

International experts 4

Total 83

8. We are continuing to work with agency partners to reach appropriate Maori interest groups.

We may hold some smaller, bespoke engagements where deeper engagement is necessary
and appropriate, or to cover additional interests relevant to the Review.

IN CONFIDENCE
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9. While we have only had direct engagement with a small number of major exporters, many of
the members of primary industry representative groups have an export focus, and the
representative groups included those views in our engagement. We will continue to look for
opportunities to ensure exporting and trade perspectives are reflected, including seeking
input from MFAT and MPI’s policy and trade groups.

10. The team also met with Australia’s Department of Agriculture, Fisheries and Forestry to learn
about their regulatory experience and lessons.

Phase two engagement - testing
11. From September to December, we will:

a. Testour preliminary findings and options with the Sector Reference Group'. The
Sector Reference Group met for the first time on 10 September, and we are
developing a forward meeting schedule to enable iterative testing of our findings and
options development with this group; and

b. Engage with identified interested parties and experts who are familiar with regulatory
systems overseas or the trade implications; and

c. Testback options with the wider range of interests relevant for the Review, as part of
good regulatory impact analysis.

Ongoing agency engagement and input

12. We have been engaging throughout the Review with the Ministry for Primary Industries (MPI),
New Zealand Food Safety (NZFS), the Ministry for the Environment (MfE), and the
Environmental Protection Authority (EPA). Their input has been valuable in providing
technical expertise and a range of perspectives across the system, and we will continue to
engage with them to test issues and options as they develop.

13. Each agency has provided some personnel and expertise to the Review and a representative
to the Senior Officials Advisory Group for the Review. This advisory group supports the Review
by providing feedback on key deliverables, identifying risks and gaps, and using organisation
networks to facilitate delivery where necessary.

14. Wider interested agencies, including the Ministry of Foreign Affairs and Trade and the Ministry
of Health, will be engaged as options development progresses.

Issues and causes analysis

15. A core component of the Review is identifying and assessing issues with the approval path
and the underlying causes of those issues. Alongside findings from the economic analysis, the
issues and causes analysis will form the problem definition for the Review.

16. Itis important to acknowledge the distinction between issues raised by stakeholders, and the
analysis that we will need to undertake. Independent analysis and verification of issues will
involve:

1 The Sector Reference Group includes representatives from Animal and Plant Health New Zealand, Federated
Farmers, Dairy Companies Association of New Zealand, Horticulture New Zealand, New Zealand Winegrowers,
Foundation of Arable Research and the Veterinary Council of New Zealand.
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a. considering relevant evidence related to an issue provided by the sector, regulators,
interested parties and the public;

b. seeking additional information as necessary to support independent verification,
including whether the issue is systemic or an isolated event; and

¢. deciding whether there is sufficient evidence and confidence to support a conclusion.

17. To maintain the integrity of the Review, and regulatory reviews more broadly, a reasonable
threshold of evidence and confidence will need to be met for the Ministry for Regulation (MfR)
to conclude that there are specific problems with a regulatory system.

18. There are limits on the ability of the Review team to reach conclusions on all matters raised.
While we expect we will be able to verify and draw conclusions in some areas, we may be
restricted for others due to:

a. time and resource constraints; and

b. theinherent complexity of externally assessing some issues, especially those that
relate to practice or culture.

19. Where we cannot fully reach conclusions on reported issues within the timeframes of this
Review, these issues may still assist in identifying opportunities where the regulatory design
could be strengthened. For example, it may not be possible to reach a conclusion on issues
relating to purported risk tolerance of a regulator, however we may look at mechanisms to
provide more clarity on risk management requirements.

20. Furthermore, where some issues do not reach a conclusion, we may recommend further
investigation by an appropriate party following this review.

21. Appendix A provides an initial high-level summary of the issues raised through the direct
engagement meetings. It includes some initial contextual information from regulators and
relevant views from stakeholders in response to these. Further work is required to verify and
contextualise the concerns raised to us, including through the incorporation of operational
statistics and international comparisons. Identifying information of any submitters would be
withheld as part of any verification with regulators.

22. The issues have been grouped into the following themes:
a. regulator capacity and capability;
b. regulatory complexity;
c. basis for government intervention;
d. risk proportionality; and
e. otherissues.

23. Most stakeholders broadly recognised the effectiveness of the regulatory system and
regulators in managing the risks posed by products, and the value of approvals in enabling
market access. Some expressed concern that the same level of risk management was applied
to the introduction of new softer chemicals which would replace more toxic chemicals
available on the market. The Review team considers that many of the issues raised by
stakeholders indicate a desire to regulate ‘smarter’ and improve current operational systems
rather than fundamental reform of the approval path.

24, Industry concerns have related mostly to approval times, availability of products,
opportunities for efficiencies (e.g. greater use of international assessments), products being
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treated proportionate to the risks they pose, transparency and communication, and
consistency. Industry stakeholders expressed concern that the perceived regulatory barrier is
deterring manufacturers from bringing products to New Zealand, and that we are now
unattractive for research and development opportunities. They did acknowledge however
that New Zealand is a small marketplace so some manufacturers will not bring products here
regardless of the regulatory pathway.

25. The concerns raised by representatives of public health and the environment were mainly
related to insufficient monitoring and lack of data on the impacts of long-term use. Together
with major exporting stakeholders, they also emphasised the importance of New Zealand’s
unique climate, flora and fauna, and our production systems, and use patterns, that must be
considered in the approvals of products.

26. The next steps in our process will be to complete our analysis of the written submissions and
seek additional information from regulators and others as necessary to support independent
verification of the issues stakeholders have raised.

Economic analysis

27. The key areas for the economic workstream are market issues, the risks managed by the
regulations, their costs and benefits, and the justification for government intervention. To
support this work, we published an Economic Analysis Issues Paper on our engagement hub
on 20 August [MFR2024-090 refers]. Several submissions responded directly to the questions
posed in the paper.

28. Our economic analysis to date is set out in Appendix B. Initial analysis has highlighted some
key issues, including:

a. While the costs of gaining local regulatory approvals is a factor, any lack of product
availability in New Zealand is also influenced by the relative size of our market and the
commercial decisions made by multinational companies who tend to focus on large-
scale staple crops and animal production.

b. Though the regulations have an important impact on the manufacture and use of
agricultural and horticultural products, some of the risks relevant to the Review are
also managed through other mechanisms, including consumer expectations, social
license and non-regulatory initiatives overseen by industry.

29. We are sourcing an external consultant to undertake quantitative modelling of the costs and
benefits of the approval path and the impact that any improvements could have regarding
time or access to products.

Options analysis

30. Options analysis will involve identifying and assessing options and developing
recommendations and the pathways for implementing them. Options will be tested with our
advisory groups and aligned to good regulatory practice.

31. To align with best practice, we are using Cabinet’s impact analysis requirements to guide our
framework for assessing options. This will involve a multi-criteria analysis:

a. assessing the extent to which the options achieve the objective of improving timely
access to products while maintaining effective risk management; and
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b. analysing the impacts on stakeholders and the indicative marginal costs and benefits
of the preferred package of options.

32. We have developed an initial set of criteria for the multi-criteria analysis stage (Appendix C).
In developing these criteria, we considered recent regulatory impact analysis processes and
good regulatory practice guidance documents available in New Zealand and internationally.
Examples of prompting questions have been included. While these will not be relevant for all
options, they are useful for ensuring we are considering the broader range of potential
implications. We will review and potentially revise these criteria once our issues analysis is
complete to ensure all relevant specific issues are considered as part of assessment.

Approach to Cabinet decisions

33. It had originally been anticipated that full and final decisions on recommendations from the
Review would be ready for Cabinet approval in February 2025. However, as the Review
progresses it is clear recommendations will likely involve both operational (regulatory
practice) and legislative (regulatory design) changes. Developing proposals that are
sufficiently detailed for Cabinet decisions, and to support drafting instructions will require
robust policy development and impact analysis. Furthermore, it is likely that changes
proposed will have wider implications for regulatory systems outside the scope of the Review.
As such, it will not be feasible to provide full and final decisions for Cabinet to make on all
recommendations in February 2025.

34, The final Cabinet decisions will require further work by responsible agencies to:
a. provide advice on implications outside the scope of the Review;
b. further develop detail of proposals to enable drafting instructions;
c. undertake any regulatory impact analysis of final detailed proposals;
d. undertake further engagement where required (for example under Treaty

settlements); and
e. develop related proposals that could improve the regulatory systems that are outside
the scope of the Review.

35. However, we have identified two potential approaches to the timing of Cabinet decisions on
the Review recommendations and implementation, which have different implications for
demonstrating momentum and forward timelines. The two approaches are:

1. Phased approach (February & May 2025) - Ministry for Regulation recommended; and
2. One-step approach (mid-2025).

36. As part of our options analysis, we will evaluate whether there are ‘quick wins’ or short-term
fixes that may improve processes while longer term legislative change and more substantive
operational changes are worked through.

Approach 1: Phased approach (February & May 2025) - recommended

37. We consider that this approach will have the best outcomes by enabling Ministers to make
early decisions and set a clear direction, while enabling time for the development of detailed
proposals, and subsequent policy and analysis. This will also enable Ministers to demonstrate
momentum and set expectations for future regulatory reviews, 3 92 H(v)
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38. This approach is to seek Cabinet approval in February 2025 to endorse a work programme
and make in-principle or caveated decisions on policy direction, followed by responsible
Ministers reporting back in May 2025 on next steps required to implement decisions. This may
include agreement to drafting instructions, dependent on the scope of recommendations.

39. The first Cabinet paper in February would be led by MfR and seek agreement to a ‘work
programme’ that is likely to include high level short-term, medium-term, and long-term
actions to improve access to agriculture and horticulture products. Some actions may be to
do further policy work or determine potential funding mechanisms. The February Cabinet
paper would be accompanied by an ‘interim’ regulatory impact statement? outlining the
analysis of the recommendations and would agree that responsible Ministers report back to
Cabinet in May 2025 on next steps. Ministers could announce an agreed work programme
after the February Cabinet paper, setting a clear direction to stakeholders and agencies on
Ministers’ ambition and intent for the system.

40. The report back to Cabinet paper(s) in May, led by MPI and MfE would provide both an update
and forward timeline for the work programme. 8 92)®(v)

The forward timeline would be informed by
discussions between agencies and their Ministers on resourcing and implications for other
priorities in their portfolios. Final policy decisions would be accompanied by full regulatory
impact statements, building on the previous MfR interim regulatory impact statement.

41. The advantages of this phased approach are that it would:

a. signal clear expectations for future improvements to the system, while still allowing
for the additional detailed advice to be provided and meet regulatory impact analysis
expectations. If there are recommendations Ministers do not endorse, agencies could
also reprioritise resources earlier, rather than developing proposals for work that will
not ultimately be progressed;

b. provide sufficient time for agencies to undertake detailed work following Ministers’
consideration of draft recommendations and options; and

c. enable announcements from Ministers that would reassure stakeholders that
momentum is continuing and that implementing well-considered recommendations
from the Review are a priority.

42, As the analysis phase progresses, we will continue to assess whether further resources or time
may be needed to deliver a robust final report to Ministers that meets quality expectations.
Similarly, the scale and scope of recommendations will affect the time agencies will need to
develop final policy proposals for Ministers’ consideration and to carry out public
consultation where required. Sl

Proactive release note:

The Review's approach to undertaking an interim regulatory impact
assessment has changed due to the level of specificity of the final
recommendations. The adopted approach is that the final report
includes a level of impact assessment for each recommendation.

2 |n principle decisions generally require a regulatory impact statement, particularly if options are being narrowed.
However, even if the Cabinet paper does not technically require a regulatory impact statement, as the Ministry for
Regulation, we consider it would be best practice to undertake one. This Regulatory Impact Statement will reflect
the status of the recommendations, and there will be limitations where further work is needed to be undertaken
by agencies. This Regulatory Impact Statement can provide a foundation for future Regulatory Impact Statements
undertaken by responsible agencies, with the additional information not available to the review.
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Approach 2: One-step approach (mid-2025)

43, An alternative approach would be to delay all decisions until mid-2025 to allow time to
produce fully developed proposals for Cabinet consideration that would be across all
recommendations and aligned with any related work being progressed by agencies. The
advantages of this approach are that Ministers would consider fully formed advice and make
final decisions on all aspects of the proposals, and analysis and engagement could be
undertaken to meet regulatory impact analysis expectations. Agencies would lead policy
decisions to change their respective regulatory systems. This would still be a very ambitious
timeframe and may need to be revised based on the scope of the recommendations.

44, s 9(2)(M(iv)

Other considerations
45, Across the above options for Cabinet agreement and implementation, it is important to note:

a. Wider Implications of recommendations. The broader the scope of change
recommended by the Review, the more time agencies will need to assess the wider
impact and feasibility of the recommendations. This may require timeframes for
further advice and implementation to be revised. Any legislative drafting will be
subject to available resource from the Parliamentary Counsel Office.

b. Capacity of agencies. Implementation of any recommendations arising from the
Review are likely to directly impact agencies’ existing work programmes and require
reprioritisation of resources. It is also likely to create some time-limited disruptions to
current approval processes and timeframes. We recommend Ministers discuss with
their respective agencies feasible timeframes for progressing recommendations and
the potential implications for other priorities in their portfolios, including any
financial implications. Efforts to reprioritise resource may take time, which may
further delay policy work.

46. We anticipate that any legislative amendment process will be led by responsible agencies.> _
s 90 IV) )
47. Consideration will need to be given to the mechanism for government to implement some

recommendations relating to the EPA given it is a Crown entity. Under the current legislative
framework, the EPA is required to deliver on its functions in accordance with its establishment
legislation, and, while the EPA can be directed to give effect to government policy, directions
cannot be made on a statutorily independent function under the HSNO Act.

Feedback from agencies on the briefing and approach to Cabinet decisions

48. MPI, NZFS, MfE and the EPA have been consulted on this briefing and the approach to Cabinet
decisions.
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49, They raised concerns about the ambitious timeframes for the Review, implementation of
recommendations, and their ability to resource this work without significant disruption to
Ministerial priorities or other business-as-usual work.

50. Agencies have noted the importance of ensuring the issues raised by stakeholders will
continue to be verified and contextualised, and that agencies have sufficient opportunities
and time to provide this.

51. The regulators have also expressed serious concern on the ability to verify or refute
stakeholder issues or opinions without being provided with a reasonable level of specificity
regarding an applicant or application.

52. However, the ability for the MfR to undertake regulatory reviews is in part dependent on
information from the public, and it is vital that submitters can be confident that submitting
will not impact on their relationship with their regulators. Several stakeholders sought
assurances on the treatment of their information before being comfortable to submit on the
Review.

53. To manage these risks, and to not prejudice the supply of similar information in the future,
any information received from the public will not be directly shared with the regulators. If
sharing of information is required, any information that would enable identification by the
regulator will be withheld. A similar approach would be taken with any Official Information
Act requests under the relevant grounds3.

54. The Minister for Regulation has recently received advice on the release of identifying
information in submissions to regulatory reviews [MFR2024-114].

Next Steps

55. We will continue to undertake the substantive analysis for the Review, as set out in the project

plan provided previously. We will also continue to engage with the Sector Reference Group
and agencies to support our analysis and conduct other bespoke engagements, as necessary.

56. We will provide a briefing at the end of October that provides a further update on analysis,
including outlining the cost benefit analysis and providing an indication of initial options for
further analysis.

3 Section 9(2)(ba).
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Appendix A: Summary of issues raised in external stakeholder engagement meetings

Note: This table is an initial summary of the information stakeholders provided during online meetings and does not reflect written submissions or our analysis. It

includes some initial insights but is not comprehensive. Relevant contextual information provided by regulators or interested parties has been presented.

Themes

Regulator
capacity and
capability

Feedback from external stakeholder meetings

Process takes a long time and can be delayed between the regulators
when multiple approvals are needed. Timeframes and queues were a
particular concern with EPA, but there was a desire for faster processing
from NZFS as well.

Anecdotal reports that processes are faster overseas.

Additional modelling, based on the uniqueness of New Zealand’s
environment, can add extra time to the EPA assessment process. Some
disputed that some of these additional requirements were necessary
and considered that they were out of proportion and given too much
weight.

Frequent occurrences of regulators ‘stopping the clock’ and requests
for additional information add time to the process. Most of this
feedback was directed at EPA.

The impact of delay is costly for the impacted industries, including that
it can lead to pests becoming more widespread and an inability to
introduce a product in time to align with the agricultural and
horticultural production cycle.

Many stakeholders have raised the issue of resourcing of the EPA.

Several stakeholders suggested that the key drivers of delays are
insufficient resourcing, funding, and outdated assessment tools such as
models.

Relevant contextual information

Generally, New Zealand approval times are aligned with overseas regulators,
especially once processing starts.

¢ Anelement of New Zealand-specific assessment, and the specific expertise to
achieve that, is required to manage New Zealand-specific risks. Many
stakeholders supported some specific assessment, and environmental groups
considered this was essential.

e There are many non-regulatory drivers for manufacturer decisions on bringing a
product to New Zealand. Irrespective of perceived regulatory burden, some
manufacturers will likely not bring their products here due to the size of the
domestic market and misalignment with their target markets (e.g. staple crops).

® Poor quality applications that do not provide all the required information, or
applicants not providing all available information up front, is a common
experience for regulators, which adds to delays.

e There are significant differences in cost recovery and overall resourcing compared
to overseas regulators.

e Previous attempts to increase Crown resourcing have been unsuccessful.
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Most feedback said there was limited visibility of their application
status, lack of communication, and no expected timeframes from EPA.
The EPA’s use of a pre-application queue and delayed starting of the
statutory timeframe undermines transparency and confidence.

Stakeholders described better transparency and communication from
NZFS, but still struggled with the lack of adherence to statutory
timeframes.

Lack of transparency and inability to plan for approval timeframes has
impeded business case development and commercial decision-making,
which has reduced manufacturers’ willingness to come to New Zealand.

There were reports of difficulties having a conversation with NZFS and
EPA about applications and data requirements prior to submitting an
application. Applicants prefer pre-application guidance to avoid delays
mid-application from having to go back to collect more data. This was
particularly reported in relation to EPA, but there were reports more
support would be useful from NZFS too.

Insufficient communication can lead to misunderstandings and
confusion. In some cases, the NZFS and EPA guidance documentation is
outdated or inconsistent.

Failing to consider information, assessments and approvals from
overseas authorities and trading partners.

Concerns that NZFS and EPA assessments may be unnecessarily
duplicating assessment already undertaken by international regulators
who have greater resource available to them. There may be
opportunities to learn from the approaches and decisions of other
countries.

e Current statutory timeframes are not consistent with international expectations

and may not be reasonably achievable for complex applications. Limited
resources and funding may mean that a regulator must prioritise assessment over
stakeholder engagement.

Resource constraints and high staff turnover may contribute to inconsistent
communication and guidance. The requisite expertise is hard to locate, even
internationally.

The EPA trusted regulator tool has not been in place long enough to embed fully.

While overseas regulators can do well, they do not consider the unique New
Zealand considerations that need to be considered, and there can be conflicts of
interests or missing information in the assessment reports provided.

Outdated assessment models reduce the feasibility of EPA better leveraging
international assessments.

Some noted that guidance and data requirements were generally similar to
overseas, but the priorities may be different due to New Zealand’s export profile.
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Under ACVM, assessors do not have a legislative framework or other avenue to
ensure the quality of assessments. One stakeholder noted a significant variance in
quality of data assessment reports for products they use.

There are significant differences in HSNO and ACVM processes, and independent
EPA does not use independent data assessors. data assessment may provide less value in the HSNO system.

Support for the ACVM independent assessor process, and see value in it,
however some stakeholders raised concerns about duplication
between the work of NZFS and the work of independent data assessors.

Reports of NZFS and EPA applying a different standard to what is in There has been growing research and evidence in recent years on potential
guidelines and ‘changing the goalposts’ through the course of an harms, which places additional expectations on the regulators to manage. This is
application. consistent with regulator experience internationally.

o Lack of staff and expertise and high turnover at both EPA and NZFS are | e Stakeholders shared a few examples of NZFS being pragmatic and flexible with
viewed as contributing to inconsistencies in the handling of applicants.
applications.

o Stakeholders shared anecdotes of: ¢ The decision to offer a product in New Zealand is a commercial decision for
manufacturers, and some will likely not bring their products here due to the size
of the domestic market and misalignment with their target markets (e.g. staple
crops).

o Veterinary medicines available overseas that were not available in
New Zealand; and

o Australia having a greater number of fall army worm products
approved and concerns that resistance to existing treatments was
close to being reached in New Zealand.

e Gross statistics demonstrate that new products approved (or allowed under
exemptions or group standards) far exceed those that are removed. This is likely

more a point around availability of specific products.

e Overseas competitors having access to more inhibitors. . L L .
¢ Some of the ‘newer chemistries” have been in existence previously but not offered

e Large concern from industry that there are ‘not enough tools in the by manufacturers.

toolbox’.
¢ All stakeholders support phasing out of old more toxic chemicals. Some of our

e Reports that products are being removed through reassessment faster export markets are already doing this.
than new products are approved, and a risk that new products are not
being brought in fast enough to replace older chemistries as retired.

o Public health and environment stakeholders were concerned that
chemicals known to cause significant harm are yet to be reassessed by
EPA.
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process for reassessments (e.g. Hi-Cane).

HSNO stakeholders considered reassessment of existing products as

o Stakeholders felt NZFS and EPA should have a prioritisation approach
for applications instead of the current first-in-first-served approach.

biologicals, inhibitors, coated seeds).

Stakeholders noted that most countries have a single regulator for
agricultural products.

e Reports of EPA and NZFS asking for the same data (e.g. on efficacy of
products) and not working together.

e Guidance and decisions can conflict. There appears to be inconsistent
and conflicting legislative interpretation.

o Conflicting controls across regulators can make a product impractical
to use.

o There are differences in data protection across HSNO and ACVM
systems.

Overlap with other regulatory systems, including those under the
Animal Products Act 1999, Health and Safety at Work Act 2015, and the
Biosecurity Act 1993.

e This is complex and difficult for users to understand, particularly when
another regulatory regime will take precedence.

e Concerns raised around EPA not adhering to their existing prioritisation

receiving greater priority and resourcing than assessment of new ones.

o Stakeholders felt NZFS and EPA had not thought ahead and developed
policy for emerging issues or trends that could have been foreseen (e.g.

o Through Letters of Intent from their Ministers, the EPA has received expectations
on the amount of reassessment activity to be undertaken.

o Limited resourcing may result in NZFS and EPA being particularly focused on the
here and now, without capacity to plan and prepare for future events.

Each regulatory system is managing unique risks and will be assessing
information for different purposes.

o Within overseas regulators there are specific teams that undertake the different
assessments, so there may not be significant time efficiencies in combining to a
single regulatory system.

® Most overseas authorities still have multiple regulators, just split differently (e.g.
by product type, or active ingredient vs trade name product).

e EPAand NZFS have advised that they collaborate closely and meet frequently to
share information on applications and learnings from international engagements.
Their separate regulatory systems and objectives limit what they can do together,

but where possible they have looked for efficiencies.

Each regulatory system seeks to achieve different objectives and will inherently
have different requirements at times due to differing risks.
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e Regulatory provisions have not been substantially updated in many
years, meaning some provisions are out of date or reflect previous
expectations.

e Compounds that are no longer in use or do not meet modern standards
are still permitted. Some were concerned that this caused risks with
overseas perception that these products were still in use.

Updating regulation requires resourcing, and there are competing priorities for
limited resources.

Insufficient resources for updating guidance.

The reassessment process is trying to address outdated products, but this has
resource implications for assessing new products.

Basis for Role of the regulator
government
intervention o There was feedback that the EPA and NZFS did not take up Regulators work within the context of their legislation, which specifies their
opportunities to work in partnership with industry to manage risks. responsibilities and how they must make decisions. Until Parliament amends the
. . S legislation, lat t continue to follow th .
o Stakeholders noted that sometimes risks that both regulators identified egistation, reglfators must continue o foflow these processes
were not aligned with risks international regulators would raise. They
consider that risks were not balanced and were overly precautionary.
e Overall, stakeholders agreed the regulations played an important role
in managing risks, and there was a role for government.
Relationship with industry
o Stakeholder perception that regulators do not always prioritise Both regulators provide guidance and engage with industry, however there will be
engagement with industry or see it as central to their role. This was a limit to the assistance they can provide as the regulator, without creating a
primarily raised in relation to EPA, but in a few cases in relation to NZFS. conflict of role.
o Loss of trust between EPA and industry in some instances due to a Communication and industry assistance is linked to resource constraints.
perception of not being willing to work together.
Risk Balanced decision-making
proportionality

o Some stakeholders felt that risk assessment was overly precautionary
and risk adverse for both regulators. This was raised mainly in relation
to EPA, however there were some concerns from manufacturers that
NZFS was overly risk averse when it came to trade risks.

Both Acts’ purpose statements focus on ‘protect’ and to ‘prevent or manage
risks/adverse effects’ and set out requirements around public consultation and
the factors that regulators must consider when making decisions.

Regulators are reliant on information by applicants to understand the benefits of
a product.
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o Perception that regulators do not balance the risks and benefits
appropriately. Some comments were raised that views of the public or
other stakeholders may have undue weight in the HSNO process.

e Environment and public health stakeholders suggested there may be
room to strengthen risk assessment further and had concerns that not
all impacts from the use of products were known.

o The use of outdated ecotoxicology models (HSNO) gives overly risk
adverse results compared to newer and more sophisticated models.

¢ Stakeholders raised examples of the consequences when something goes wrong,

and the significant impact this can have on trade, the environment, and human
health.

Burden of requirements proportionate to risk

o Some stakeholders suggested that ACVM requirements such as label
requirements or verifying label claims added burden and delays
without reflecting the risk.

o Stakeholders raised examples of the level of ACVM regulation of a
product changing based on the claims made, rather than the risk of the
product.

o Stakeholders felt that there were low risk products that would benefit
from a lighter touch approach across both HSNO and ACVM.

e There are existing regulatory tools which take lighter touch approaches to

products which are lower risk or can be managed in consistent ways (e.g. group
standards under HSNO and ACVM registration exemptions).

Label requirements are an important tool to ensure end users use products
correctly. Producers’ representative groups indicated that accurate labels are
important, and that verified label claims add value.

Other Issues

Monitoring, compliance, and enforcement

o Stakeholders raised concerns there was insufficient monitoring,
compliance, and enforcement across both ACVM and HSNO. This may
mean we do not understand the impacts in New Zealand, or how
products are actually being used. There is an inability to conduct
research without data.

o Stakeholders noted some concerns that there was insufficient data on
resistance, or verification that residues are not occurring.

e Some industries had experienced the negative fallout from residue on a

product and impact on their trade.

Monitoring, compliance, and enforcement all require resource prioritisation,
which can be challenging when dealing with resource constraints.

Industry groups administered several self-management and monitoring
programmes.

Regulators work with industry to undertake monitoring and provide visibility and
assurance through industry schemes, which is an example of industry and
government working together.

Examples of general impacts of approval process

e Many jurisdictions overseas are lowering MRLs or banning the use of
products in imports to their country. Examples were provided of

e Commercial confidentiality makes it challenging to verify some anecdotes.
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European supermarkets demanding even lower levels. Without suitable| e
alternative products, our producers may struggle to trade.

e Stakeholders were concerned that delay cans have impacts such as o
pests become more widespread and established.

e Producers were concerned they may lose advantage when selling
products overseas if they do not have the latest tools.

There are many market drivers that influence whether a manufacturer chooses to
bring a product to New Zealand.

New Zealand’s higher MRL’s are indicative of our science-based approach, and an
indicator we are more permissive than overseas countries. New Zealand seeks to
influence international MRLs through international engagement, but ultimately
this is outside our control.
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Appendix B: Economic Workstream

Market issues

1.

Risks

While the defined market for the Review - the importation, manufacture, and distribution
of agricultural and horticultural products - is relatively small, contributing less than 1 per
cent to New Zealand’s GDP, it can have a significant economic and social impact on
downstream sectors that generate over $50 billion in export revenue.

We are examining claims that certain products, available to international competitors, are
not available to downstream producers in New Zealand. If this can be demonstrated, there
is still the question of why they are not available. Lack of availability could be a feature of
the market, as experienced by comparable countries (e.g. Australia, Canada) based on
commercial decisions made by large manufacturers. Or it could be due to the cost and
time incurred to gain approval in New Zealand. If it is the latter, the issue then becomes
whether or not this price is reasonable for what the current regulatory system provides.

The majority of market share for agricultural and horticultural products is held by
multinational companies who face significant development costs to bring a product to
market. To recover these fixed costs, they tend to focus on major global staple crops (e.g.
maize, rice, wheat) and production animals in Europe and the United States. The decision
to supply products into New Zealand is influenced by the fact that, apart from dairy, most
of our major export sectors are relatively small in global terms. While additional approval
costs can create a further disincentive, there is a legitimate need for New Zealand
regulators to understand how local conditions (e.g. climate, patterns of use) can change
the risk profile of products or substances already approved overseas.

Despite these market challenges, some stakeholders expressed the view that New Zealand
has the potential to play a leading role in global product approvals. We will examine such
opportunities, noting that the commercial decisions made by the major product suppliers
are highly complex.

The risks managed by NZFS and the EPA are specified in their respective legislation. The
manufacture and importation of a product and how it is used can harm human health,
animal health, and the environment. The potential impact on trade is the major indirect
risk managed by the regulatory system.

NZFS also looks at the efficacy of products. In addition to assessing the effectiveness of
veterinarian medicines in the interests of animal welfare, it considers agricultural and
horticultural products from a post-border biosecurity and pest management risk
perspective. An ineffective product that does not achieve its intended purpose can
contribute to chemical resistance and allow a pest or disease to spread and become
entrenched in New Zealand.

The management of the risks relevant to NZFS and the EPA are part of a complex
ecosystem that includes international trade agreements and conventions and the use of
non-regulatory tools by local industry and overseas buyers of New Zealand commodities.

For example, the quality of horticultural goods exported into the European Union is
expected to meet EU regulatory standards and consumer expectations. So-called
secondary standards by an importer, such as a large supermarket chain, or an importing
country, often go beyond the Maximum Residue Level set by the domestic regulator.

In New Zealand, we have examples of self-assessment (e.g. group standards under HSNO,
exemptions from registration under ACVM) and where regulators devolve certain
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10.

11.

responsibilities to non-government bodies (e.g. animal welfare, Veterinary Council).
Industry-led standards are also used as a way of meeting regulatory requirements (e.g.
Good Agriculture Practice under the Food Act). While in the dairy sector, Fonterra imposes
arange of requirements over and above what is required under the formal regulations.

The mix of risk management tools used for agricultural and horticultural products
highlights the potential for overlap and the need for coordination. It also reflects a high
level of pragmatism from regulators with limited resources.

Apart from how the risk is managed, the Review will also attempt to understand how NZFS
and the EPA set an acceptable level of risk for the different risks managed under the
regulations. We have heard from industry that regulators are ‘risk averse,’ often perceiving
risk to be greater than what the science suggests. It should be noted, however, that
regulators, whose purpose it is to manage risk and are assumed to be ultimately
responsible for outcomes, will tend to take a broader perspective. While the Review will
consider how well risk management is aligned across the system, it is reasonable to expect
regulatory culture and its approach to risk to differ somewhat from that of industry.

Cost-benefit analysis and economic impact model

12.

13.

Information gathered from stakeholders and other sources will be used to estimate the
costs and benefits of the current regulatory system and the options for reform proposed
by the Review. The benefits of regulation are concerned with the avoidance of harmful
events, including damage to New Zealand’s trade reputation, while the costs include
compliance and any distortionary economic impacts caused by, for example, reduced
investment and innovation.

Given the timeframe and the availability of data and evidence, we expect much of this
analysis to be high-level and qualitative. To support the cost-benefit work, we plan to
engage an external consultant to model the economic impacts of potential improvement
to the approval pathway (e.g. impact on jobs and economic activity of reducing approval
times).

Initial risk analysis and justification for government intervention

14.

15.
16.

Initial analysis suggests the basis for government intervention is different for different
risks, with a strong market failure case for managing the risks relating to human health,
animal health, and the environment.

The case is different for trade risk and regulatory consideration of efficacy claims.

Submissions and further discussions with stakeholders will help our analysis of market
failure issues.
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Appendix C:
recommendations

1. Objectives

Initial criteria for assessing options and

Improve timely access to agriculture and horticulture products while maintaining the confidence of farmers,
the public, and trading partners that the risks of products used in New Zealand are appropriately managed.

2. |Initial Criteria

Timely approvals: Will the option increase the speed
and efficiency of the approval process to enable timely
approvals of safe agricultural products to deliver
better outcomes for the agricultural and horticultural
sectors?

Stakeholder experience: Will the option enable
application, assessment, and approval processes that
provide certainty, transparency, and predictability for
stakeholders, end users and applicants?

Prompting questions (not exhaustive)

Does the option streamline regulatory processes to
improve approval timeframes?

Does the option facilitate regulators accessing
complete data and information to provide
assessment and approval?

Will the option minimise duplication and provide
efficient use of resource and expertise, including
expertise of overseas regulators where appropriate?

Does the option improve the tools and resources
available to the regulator?

Does the option make it easier for applicants dealing
with multiple regulators, within New Zealand and
overseas?

Will the option remove barriers or disincentives for
manufacturers bringing their products to New
Zealand?

Does the option provide greater transparency on
when an application is likely to be approved, to
enable applicants to plan for distribution and build
robust business cases, including transparency before
application and during processing?

Is the process across and within regulatory systems
clear to navigate for applicants and stakeholders?

Does the option provide a clear basis for decision-
making, so applicants and stakeholders understand
why decisions have been made?

How does the option align with internationally
accepted approaches to regulation and New
Zealand’s engagement to ensure harmonisation with
such approaches?
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Effectiveness: Will the option effectively manage risks
and maintain the confidence that farmers, the public,
and our trading partners have in the safety of products
used in New Zealand and the trade of primary
products?

These criteria are given the greatest weighting
given the core purpose of the regulatory system s
to manage this risk and avoid impacts to human
health, trade, animal welfare, agricultural security,
and the environment.

Proportionate: is the burden of regulation
proportional to the risks, and does it allocate the
regulatory requirements and management of the risks
appropriately to the relevant parties?

Practicality: is the option feasible, and will it achieve
impact in a cost effective and timely way?

Will the option ensure that risks to human health,
trade, animal welfare, agricultural security and the
environment are appropriately managed?

Will end users be confident on how to use these
products in a New Zealand context?

Would the option affect the equivalency status of
New Zealand’s food safety framework and negatively
affecting market access?

Will the option enable consideration of New
Zealand’s unique climate, eco system and
production patterns?

Is the level of information required from applicants
proportional to the risk?

Are the costs of complying with the regulation
(including generating data, developing applications,
working with the regulator, and the opportunity cost
of not being able to sell the product) proportionate
to the risks?

If the burden is shifted away from the applicant, do
they bear the additional risk, or is it borne by others
in the system (e.g. end users, exporters, the public,
government)?

Is the option reasonable and feasible?
What is the time delay before impact is achieved?

What is the cost to implement for applicants and the
Crown?

Is there an ongoing administrative and process
burden?

Are there unintended consequences to co-
regulators, other systems, or legislation, and can
these be identified and managed cost effectively?
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Hon David Seymour, Minister for Regulation

To Hon Andrew Hoggard, Minister for Food Safety
Hon Penny Simmonds, Minister for the Environment

Title October update on Agrlcyltural and Horticultural Number 2024-107
Products Regulatory Review

Date 31 October 2024 Priority Medium

Action Sought Notg the progress of the Agricultural a.nd Due Date 7 October 2024
Horticultural Products Regulatory Review

Contact Person | Peter Clark, Manager Regulatory Reviews Phone s 9(2)(a)

Contact Person | Vy Nguyen, Senior Advisor Phone s 9(2)(a)
Yes Appendix 1: Preliminary findings from the issues

Attachments PP yTincing Security Level | IN CONFIDENCE
and causes workstream

Consultation

We consulted with the Ministry for Primary Industries, New Zealand Food Safety, the Ministry
for the Environment, and the Environmental Protection Authority. We have considered their
feedback on sections of the paper.

Engagement with the Sector Reference Group, interested parties and other agencies has also
informed the content.

Executive Summary

1. Since our last update ahead of the Joint Ministers meeting on 24 September 2024
[MFR2024-106], we have continued our engagement for the Agricultural and Horticultural
Products Regulatory Review (the Review), and advanced our economic analysis.

2. Separate to the themes from engagement presented previously, we have set out our
preliminary findings from the issues and causes work in Appendix 1. These findings are
focused on:

a. theoverall state of the approval path for agricultural and horticultural products;
b. the speed and certainty of approval processes;

c. regulator capacity and resourcing;

d. leadership, governance, and strategy for the approval path.;

e. complexinterface issues across the two systems;

f. proportionate regulations;

g. EPArisk assessment models; and

h. regulator engagement and advice to applicants.
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3. We are analysing options and recommendations for changes, including testing options with
the Sector Reference Group and key stakeholders, and testing potential recommendations
with core agencies. These potential recommendations are grouped on the basis of:

a. options that directly address the preliminary findings of the review;
b. supporting work already underway by agencies; and
c. noting non-regulatory opportunities to improve access to products.

4. We will provide our draft recommendations ahead of your next Joint Ministers meeting on
29 November.

Recommended Action

Minister for  Minister for ~ Minister for the

We recommend that you: Regulation  Food Safety Environment

a. note the progress of the Regulatory Review into the
Approval Path of Agricultural and Horticultural Noted Noted Noted
Products reported in this paper

b. note that we will provide our draft Noted Noted Noted
recommendations ahead of your next joint meeting
on 26 November.

s 9(2)(a)

Dr Peter Clark Hon David Seymour
Manager, Regulatory Reviews, Minister for Regulation
Ministry for Regulation Date:

Date: 31 October 2024

Hon Andrew Hoggard Hon Penny Simmonds
Minister for Food Safety Minister for the Environment
Date: Date:
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Purpose of Report

1. This paper updates you on the progress of the Regulatory Review into the Approval Path of
Agricultural and Horticultural Products (the Review).

Background

2. You met as Joint Ministers on 24 September to discuss progress and agree an approach to

Cabinet consideration of Review recommendations [MFR2024-106].

3. Following that meeting, we have continued engaging with the Sector Reference Group (SRG)
and relevant government agencies as well as undertaking substantive analysis.

Review updates

Engagement activities
We currently have a total of 84 written submissions

4, Since our September update, we have received two more submissions but also removed
one from counting due to double ups, bringing the total written submissions to 84. We have
also made minor adjustments to categorising submissions based on sector groups.

The SRG has met twice since our last update and provided valuable input for our analysis

5. The SRG met on 8 October to discuss our outlines of issues, underlying causes, and potential
options. Feedback on issues raised was generally positive, noting that there was a broad
range of perspectives to incorporate. The group reaffirmed the need for the system to strike
the right trade-off between managing risk and the related cost of an approval process,
including reduced access to products. They also encouraged the Review team to consider
options at the governance and strategic level across the approval path.

6. A subsequent SRG meeting on 29 October was used to explore more significant reform
options, including what a high trust partnership model with industry could look like. The
SRG noted that an independent regulatory system for New Zealand is essential for ensuring
market access and protecting our food safety reputation. Even a perceived conflict of
interest could have adverse implications for trade. The SRG suggested that, while regulators
should continue to make final decisions independently, there are opportunities for the
existing system to be better informed by stakeholders in an advisory capacity.

7. Afinal SRG meeting is scheduled for 12 November.
The EPA is continuing to support our engagement with Maori

8. We continue to work with the Environmental Protection Authority (EPA) to reach interested
Maori parties and have met with the chair of the Ngai Tahu Hazardous Substances and New
Organisms (HSNO) Komiti. Ngai Tahu has made a substantive submission on the Review.
The EPAis actively engaging with members of Te Herenga*' on our behalf and reporting back
to us.

1Te Herengais EPA’s National Maori Network, a forum for kaitiaki and environmental resource managers to come together
and discuss important environmental issues.
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We are engaging with other interested parties to understand their views, test ideas and
understand wider economic implications

9.

10.

11.

We conducted bespoke engagements with interested individuals and organisations not
represented on the SRG to test ideas or clarify information. These include the Parliamentary
Commissioner for the Environment, AgriZeroNZ, Zespri and Fonterra.

We have and will continue to look for opportunities to ensure exporting and trade
perspectives are reflected, including seeking input from the Ministry of Foreign Affairs and
Trade and the Ministry for Primary Industries’ policy and trade groups.

Broader than the ongoing engagement with the core agencies, the team met with the
Department for Conservation and WorkSafe New Zealand to understand their perspectives
relevant to the Review. We plan to engage with other government agencies, including the
Ministry for Business, Innovation and Employment, the Ministry of Foreign Affairs and Trade
and the Ministry of Health to understand their views on potential improvements to the
approval path and any implications this may have for their work.

Economic analysis

12.

The economic workstream is a first-principles analysis that goes beyond assessing the
current approval pathway, including examining the underpinning market issues, the risks
managed by the regulations, their costs and benefits and the rationale for government
involvement. The key areas of analysis are outlined below.

We have assessed the strategic outlook and international trends that may impact this regulation

13.

14.

There are several global trends influencing the market for agricultural and horticultural
products, including the value-based approach? to food quality taken by consumers in our
major export markets, such as the European Union. In response to market and shareholder
pressures regarding sustainability and climate change impacts, multinational companies
and food importers are imposing standards on producers further up the supply chain. These
standards are often in addition to government regulatory requirements.

There is general agreement across agencies and stakeholders that New Zealand already
faces a competitive disadvantage in accessing agricultural and horticultural products
available in other countries. Some of these global shifts could exacerbate the situation. The
Review is seeking to understand how these changes may impact New Zealand, as this could
have practical implications for how the products are regulated.

We have analysed the market failures that warrant government intervention

15.

While agriculturaland horticultural products have many benefits, their use creates risks that
warrant government intervention. Initial analysis suggests the strongest market failures
relate to impacts on the environment, human and animal health, and/or trade. It is
essential, for example, that the system ensures risks identified in the Agricultural
Compounds and Veterinary Medicines Act 1997 (ACVM) are managed appropriately and that

2 Avalue-based approach tends to focus on fixed moral standards, in contrast to a fact-based approach which relies on
measurable, scientific evidence and objective standards. For people who advocate value-based positions, questions of
risk versus benefit, cost effectiveness and so on are always secondary to the external values and will only be relevant in
situations where the external values have not been contravened.
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16.

government provide assurances, where required, that risks and compliance with residue
requirements are being complied with.

s 9(2)(A(iv)

A more mature sector has
commercial incentives to address some of the risks. There are examples of other regulatory
systems where government, while still responsible for the outcome, delegates to industry a
significant role to play within a complex supply chain. The exact nature and significance of
this role will vary depending on the industry. We note the need for government assurance
from exporting countries that warrants the role of a regulatory system.

We have explored options for greater industry involvement in managing the risks from these
products

17.

18.

19.

Given this context, the Review has been considering options for greater industry
involvement in the regulatory system. Such options would need to maintain the trust and
confidence of food consumers, both locally and in export markets and of international
regulators as well as avoid the risks of regulatory capture and managing conflicts of interest.

Thereis a spectrum of options that could be considered. Changes within the existing system
that have already been identified include creating greater collaboration and leadership
across agencies, developing a strategy for the approval path with significant input from
industry, and increased use of self-assessment (e.g., more group standards).

The Review team has been working with industry and agencies to explore more significant
reform options, including what a high trust partnership model with industry could look like.
Based on feedback from SRG, there is limited appetite to explore this at present, noting that
any changes that compromise the independence of the regulators, or create perceived
conflicts of interest, would have adverse trade implications. There was greater support for
assessing whether the options focused on improving the current system are effective over
time, before potentially revisiting more significant options.

We are examining the appropriate level of efficacy assessment required to assess risk without
placing an unnecessary burden on applicants

20.

21.

The Review has raised questions about why government is assessing the efficacy of
agricultural and horticultural products, given the general consumer information
protections already in place under the Fair Trading Act 1986 (FTA).

The ACVM Act does not provide consumer protection in terms of whether products are
working as advertised. However, New Zealand Food Safety requests efficacy data to assess
whether sufficient and truthful information is provided to end users to ensure products are
used correctly to achieve its intended effect and risks are managed effectively. Thisincludes
setting Maximum Residue Levels and protecting our trade reputation. The ACVM regulatory
system also uses efficacy assessment to manage animal welfare and biosecurity risks.?

3 For example, in biosecurity, efficacy information is used to determine if the product, if approved, would be
effective in helping to manage a biosecurity outbreak. An end user unknowingly using an ineffective product
could result in a pest becoming entrenched
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22, Itisimportant that the request for efficacy data does not impose an unnecessary regulatory
burden on applicants. It is also important to recognise the role of market forces and other
levers, including the FTA. Amore targeted use of efficacy to support risk assessment may be
warranted, including for those products (e.g., inhibitors) for which productivity claims do
not impact the risks being managed by MPI.

Quantitative analysis is being undertaken

23. Quantitative analysis of the costs and benefits of the regulatory path is being undertaken
externally and will be incorporated into the Review when available.

Issues and causes analysis

24. We are working with staff from the core agencies* to verify and consolidate issues raised by
stakeholders as well as identify the underlying causes of those issues. We tested the outlines
of issues and underlying causes with the SRG on 8 October. The feedback was positive, and
the group suggested some changes to the structure of issues and reiterated their key
concerns from different perspectives.

25. Separate to the themes arising from engagement, we have developed preliminary findings
that set out the Ministry for Regulation’s view on the current state (Appendix 1). This is
based on the range of evidence received and analysis undertaken to date, although this
analysis is ongoing in some places. This also acknowledges areas where we have been
unable to verify issues, while clearly stating the opposing views we have received.

26. At a high-level, our preliminary findings are:

a. Overall assessment: The approval path is effective in managing the risks posed by
agricultural and horticultural products, but there are opportunities to improve the
efficiency, proportionality and transparency of the systems to support timely
access to products farmers need.

b. Speed and certainty: New Zealand’s assessment timeframes are broadly similar
to international regulators, however the process is generally long for many
applications. Applicants reported valuing greater transparency and certainty in
terms of application timing as highly as speed.

c. Regulator capacity and resourcing: We believe resourcing is a key contributor to
many issues raised - the EPA is under-resourced compared to equivalent overseas
regulators, and with a lower proportion of cost-recovery from industry. Within the
current limited resources, there are opportunities to improve efficiency across the
approval pathway.

d. Leadership, governance, and strategy for the approval path. There is no
oversight, strategy or performance reporting for the approval path across the two
regulatory systems as a whole. This limits the ability to ensure the approval path is
achieving the balance of risk management, enabling commercial and innovative
opportunities for growth and minimising unintentional consequences of
regulation.

4 Ministry for Primary Industries (including New Zealand Food Safety), New Zealand Food Safety, Ministry for
the Environment, and EPA.
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e. Complexinterface. Having the approval path across two regulatory systems and
two regulators introduces complexity for applicants, including the need to
understand the alignment of any controls on products imposed by each regulator.

f. Proportionate regulation. There are opportunities to improve the proportionality
of the system by reducing regulatory requirements for some lower risk products,
and understand agencies are already making improvements in some respects.

g. EPArisk assessment models. The EPA’s risk assessment models are outdated and
no longer fit-for-purpose, likely contributing to conservative controls or limitations
on products, lengthening assessment timeframes and limiting the ability to
leverage information from international regulators.

h. Engagement and advice to applicants. Some stakeholders expressed concerns
that engagement and advice from regulators is insufficient, though noting that
regulator resourcing may impact this. While there are forums at the operational
level, there are no formal mechanisms for industry or other stakeholders to
contribute at a strategic level on issues and opportunities with the approval path.

Options analysis

27.

28.

29.

30.

Following further analysis, we have refined the criteria for assessing options to focus on core
regulatory concepts. These criteria are now efficiency, transparency, effectiveness,
proportionality and practicality.

We have undertaken initial options analysis. We gathered potential options from a range of
sources, including:

a. previous domestic and international reviews of these or similar regulatory
systems;

b. practice and design of similar domestic and international regulators, including
policy changes currently underway; and

c. submissions and suggestions from stakeholders and regulators.

We are testing options with SRG and key stakeholders, and potential recommendations
with agencies. We are working through their feedback and incorporating this in our
consideration of which options to recommend. Potential recommendations have been
grouped as:

a. options that directly address the preliminary findings of the review (Appendix 1),
such as supporting applicants to navigate the complex interface between
regulatory systems across the approval pathway and resourcing issues;

b. supporting work already underway by agencies that supports improve access to
products or the effectiveness of the regulatory system, which should be continued
orincreased; and

¢. noting non-regulatory opportunities to improve access to products or the
effectiveness of the regulatory system.

Recommendations will vary based on the type of option and the results of our analysis. In
some places we may recommend specific changes to regulatory design or practice. In other
cases, we may recommend that further work be undertaken by agencies, including
considering resourcing/funding implications. For all recommendations, Ministers will need
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to consider advice from agencies on resourcing and funding implications, and what trade-
offs there may be within the portfolio or across the approval pathway within current
baselines. We envision this occurring between the February Cabinet paper and the May
report back.

Next Steps

31.

32.

We will continue the substantive analysis and prepare for the final report, draft Cabinet
paper and associated regulatory impact statement as planned. We will engage with the SRG
for the last time in November and with agencies as needed.

We will provide another update on 21 November for your joint meeting on 29 November to
discuss findings and implications of the review recommendations.
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Appendix 1: Preliminary findings from the issues and
causes workstream

Overall state of the approval path for agricultural and horticultural products

The approval path is effective in managing the risks posed by agricultural and horticultural
products, but there are opportunities to improve efficiency, proportionality and
transparency of the systems.

Given our competitive disadvantages (market size, focus on minor crops from an
international perspective, isolated location) for attracting products to our market, New
Zealand can’t be complacent in any unnecessary regulatory burden.

The most significantissue is regulatory agencies’ resourcing, however there are other issues
or areas forimprovement across the approval path.

Speed and certainty of approval path

New Zealand’s assessment timeframes are broadly similar to international regulators,
however, when adding the waiting time in the queues, the process is generally long for many
applications, especially applications for new hazardous substances under HSNO.

There are considerable queues for both ACVM and HSNO - while ACVM queues have
fluctuated over time, the HSNO queue has steadily been increasing over the last four years
-which creates uncertainty for when an application will be assessed. It should be noted that
a rise in application numbers, increasing scientific complexity, global expectations of
regulators, and some impacts on recruitment from COVID-19, have contributed to the
current EPA queue.

Being able to predict when an application decision will be made by is important to business
operations - some submitters expressed that certainty was more important than speed.
While there is some reporting on websites and through newsletters for the individual
regulatory systems, there is no single estimate for how long approval for agricultural and
horticultural products may take. Insufficient distinction in the legislation between
applications of different complexity contributes to uncertainty.

Incomplete applications and applications with insufficient information are experienced by
both NZFS and EPA (and also by international regulators), which contributes to prolonging
the assessment process. Pre-application advice and guidance is currently provided to help
improve application quality, but due to resource constraints and evolving international
expectations, there may be challenges in maintaining guidance for submitters.

Regulator capacity and resourcing

We believe resourcing is the key contributor to many issues raised, including approval
timeframes, stakeholder engagement, guidance development, keeping tools fit-for-
purpose and frequency of updating regulations.

EPA is under-resourced compared to equivalent overseas regulators. Independent reports
have indicated that the EPA uses Crown and cost-recovered funds efficiently. While other
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10.

11.

12.

13.

14.

15.

16.

17.

opportunities for regulatory improvement have been proposed, itis unlikely that significant
impact will be able to be achieved within current resourcing.

Current EPA cost-recovery levels from industry are lower than comparable regulators, and
may not adequately reflect the benefits that manufacturers, importers and end users
receive from approvals, and the role they play in exacerbating risks. There is an opportunity
to consider whether to increase the level of costs recovered, which may help address some
of the resourcing challenges.

Some submitters supported increasing costs recovered from industry (and Crown funding)
forupdating risk assessment models and retaining staff, but others also expressed concerns
aboutits financial impacts on end users and disincentivising registrations.

Within the current limited resources, there are opportunities to provide efficiency
improvements across the approval pathway, including:

improving the use of overseas regulators’ assessments and decisions;

prioritising high impact assessments and reassessments;

increased streamlining of pathways for lower risk products and substances; and

o O O O

strengthening the independent data assessor model for ACVM.
Leadership, governance, and strategy for the approval path

Currently, there is no governance, strategy or performance reporting for the approval path
across two regulatory systems as a whole. This limits the ability to ensure the approval path
is achieving the balance of risk management, enabling commercial and innovative
opportunities for growth and minimising unintentional consequences of regulation. This
also limits some opportunities for regulators to decide the acceptable level of risk and
acceptable level of protection with input from industry.

We have heard concerns from stakeholders that they are not listened to, but also note there
are a range of forums available at the operational level to raise issues. While we have not
been able to verify how their feedback is treated, we note there are no formal structures or
arrangements for industry representatives to contribute at a senior level.

Complex interface between the two systems

Having the approval path across two regulatory systems and two regulators introduces
complexity for applicants, including the need to understand the alignment of any controls
on products imposed by each regulator, as well as how to ensure data protection (where
relevant).

Existing engagement forums are focused on specific regulatory systems, rather than the
approval path as a whole. While both regulators attend many of these, there may be
opportunities to reshape some of these forums or create a new forum to provide
opportunities to discuss the full approval path for agricultural and horticultural products.

Proportionate regulations
There are opportunities to improve the proportionality of the system by reducing regulatory

requirements for some lower risk products or keeping regulations more adaptive to
innovation and changes. We understand that agencies are aware of this need and are
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making improvements in some respects, for example, to the management of biologicals,
inhibitors, treated seeds and animal feed.

EPA risk assessment models

18. The EPA’s toxicological, ecotoxicological, and environmental fate models are outdated and
no longer fit-for-purpose. They may contribute to conservative controls or limitations on
products and lengthen assessment timeframes if refinements are required. They also limit
the ability to leverage information from international regulators as the outputs from the
models may vary.

Regulator engagement and advice to applicants

19. The relationship and sharing of information between regulator and regulated parties is
critical to ensuring issues and challenges can be promptly identified and addressed. While
regulators should provide opportunities for issues to be raised, it is critical that regulated
parties also proactively raise issues. Some stakeholders have expressed concerns that they
are not listened to, though we note regulator resourcing has impacts on the amount of
engagement and correspondence.
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Hon David Seymour, Minister for Regulation
To Hon Andrew Hoggard, Minister for Food Safety
Hon Penny Simmonds, Minister for the Environment
November update on Agricultural and
Title Horticultural Products Regulatory Review for Number 2024-108
Joint Ministers Meeting on 29 November
Date 26 November 2024 Priority Medium
Discuss the draft recommendations from the
Action Sought | Agricultural and Horticultural Products Regulatory | Due Date 29 November 2024
Review at the joint meeting on 29 November
Contact Person | Paul Delahunty, Deputy Chief Executive Phone s 9(2)(a)
Contact Person | Maria Spencer, Senior Advisor Phone s 9(2)(a)
Appendix A: Draft recommendations
Attachments Appendix B: Summary of the Review’s findings Security Level |IN CONFIDENCE
Appendix C: Key options not progressed
[Proactive release note: |
Appendices A-C are being
| published separately on the
ll\ﬁmistr\; for Regulation

Executive Summary [website

1. You are meeting as Joint Ministers for the Agricultural and Horticultural Products Regulatory
Review (the Review) on Friday 29 November to discuss the Review’s progress and provide
feedback on draft recommendations.

2. We developed 15 draft recommendations based on the Review findings and noted one non-
regulatory opportunity. These recommendations are attached as Appendix A. An updated
summary of the Review findings, which form the basis for the recommendations, is provided as
Appendix B. For transparency, we have also included at Appendix C an overview of notable
options we explored but have not recommended.

3. We consider that the full package of recommendations would improve the proportionality,

efficiency, transparency and certainty of the approval path. This would support improved,
timely access to agricultural and horticultural products while continuing to effectively manage
risk.
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4, Implementing the recommendations will have implications for agencies’ other work priorities,
and doing so within baselines may require trade-offs or may not be possible within existing
baseline or may have implications on cost recovery from industry. Ministers will need advice on
what these trade-offs are, and whether additional funding or resource would be required,
before making final decisions. Ministers will also need advice on any implications from the
recommendations that fall outside the scope of the Review.

Recommended Action

Minister Minister
We recommend that you: for for Food
Regulation Safety

Minister for the
Environment

a. note that we have developed 15 draft
recommendations to address the findings of the
Review and improve efficiency, proportionality, Noted Noted Noted
transparency, and certainty of the approval path
for agricultural and horticultural products.

b. note that implementing the Review
recommendations will have implications for

Noted Noted Noted
agencies’ other work and will require trade-off
considerations.
¢. note that the Review team will provide the Joint
Ministers with the draft Review Report by 13 Noted Noted Noted

December.

d. note that you agreed to a phased Cabinet decision
approach with initial decision in February and Noted Noted Noted
further decisions in May 2025.

e. agree that the February Cabinet paper will note in
principle support for the recommendations.

Further advice from responsible agencies is needed Agree/ Agree/ Agree/
on costs, resource implications, and matters Disagree Disagree Disagree
outside the scope of the review before making final
decisions.
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Minister for Food Safety and Minister for the
Environment

f. note Ministers should seek advice on the impacts of Noted Noted
implementing recommendations from their
agencies before deciding which recommendations
to progress.

5 9(2)(a)

Paul Delahunty, Deputy Chief Executive Hon David Seymour

Ministry for Regulation Minister for Regulation

Date: 26 November 2024 Date:

Hon Andrew Hoggard Hon Penny Simmonds
Minister for Food Safety Minister for the Environment
Date: Date:
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Purpose

1. To provide you with an overview of the options and recommendations from the Agricultural
and Horticultural Products Regulatory Review (the Review) ahead of your Joint Ministers’
meeting on 29 November.

Background
2. We last updated you on the progress of the Review on 31 October [MFR2024-107].
3. At the start of the Review, we committed to providing draft options and recommendations for

you to discuss at a Joint Ministers’ meeting in late November.

Proposed Agenda for Joint Ministers meeting on 29 November

4, At your meeting on Friday 29 November, we propose that you discuss the draft
recommendations attached as Appendix A and consider their implications relative to other
government and agency priorities.

5. We understand that the first 15 minutes of the meeting will be reserved as Ministers-only time,
with agencies joining for the remaining 30 minutes.

6. Some questions you may want to consider:

e How would implementation of these recommendations compare to other priorities in
Ministers’ portfolios?

e What advice do Ministers wish to receive from officials before accepting or progressing
recommendations?

e What role do Ministers see for the Ministry for Regulation in supporting the
implementation of the recommendations of the Review, following the final report?

7. Members of the Review team will be present at the meeting to discuss any questions or
feedback you have on the options or recommendations of the Review.

Options analysis and draft recommendations

8. The Review has identified 15 draft recommendations to address the Review’s findings and to
improve the proportionality, efficiency, transparency and certainty of the approval path. A
high-level overview is attached as Appendix A and a current summary of the Review findings,
which form the basis for the recommendations, is attached as AppendixB. The
recommendations include:

e Improving use of international regulators information,
e Increasing use of ‘light touch’ pathways for appropriate product types,

e Ensuring greater consistency between the two regulatory systems, including
stakeholder engagement and strategy.

9. We also noted a non-regulatory opportunity of ‘minor crops’ programmes that have been
successful in Australia, Canada and the U.S. and shown significant return on investment.

IN CONFIDENCE



10.

11.

12.

13.

14.

The body of the final report will identify work that agencies have underway that supports
improved outcomes, which should be continued and prioritised. This includes regulatory
stewardship, improving staff capability, and responding to previous reviews.

Some notable options we explored but have not recommended are outlined in Appendix C.
Following multi-criterion analysis and engagement with stakeholders and regulators, we
consider the intended outcomes of those options can be better achieved through the draft
recommendations proposed in Appendix A.

As a package, the draft recommendations should improve the proportionality, efficiency,
transparency and certainty of the approval path. This would support improved, timely access
to agricultural and horticultural products while continuing to effectively manage risk. We have
undertaken initial qualitative analysis of these options. Further work will be needed to
understand the costs and benefits in more detail as agencies further develop these options and
provide advice prior to implementation.

We tested a range of options with our Sector Reference Group. Members’ views were generally
positive towards the options that were closest to the draft recommendations, and they thought
they would improve the approval path. They were hesitant about cost recovery reviews
resulting in increased fees, and they were clear on the need for transparency as part of any
changes.

They also noted that how agencies implement the recommendations could significantly
change the impact. They were particularly interested in an option for an Agricultural and
Horticultural Products Strategic Advisory Council (AHPSAC) but noted the need for careful
design and clearly defined roles and responsibilities to maintain efficiency, clear boundaries,
and avoid regulatory capture. We have not recommended this option, as we consider our
alternative approach for leadership engagement between regulators and industry is a more
pragmatic and cost-effective approach for achieving the objectives.

Implementation

15.

16.

17.

18.

We are aware agencies are progressing other significant government priorities, such as fast
track approvals, establishment of the new Gene Tech regulator, reinstating live animal exports,
and amending the Biosecurity Act 1993. Ministers will need advice on what impacts progressing
the Review recommendations would have on those other government priorities and make
decisions on the highest priority work to progress and whether additional funding or resource
would be required to implement the recommendations.

We recommend that the February Cabinet paper note in principle support for the Review
recommendations and note the need to receive further advice before accepting them. Joint
Ministers can then report back to Cabinet in mid-2025 on which recommendations will be
progressed based on decisions made regarding priorities and resourcing.

Many of the recommendations are operational or align with existing work underway. Following
the February Cabinet decision, agencies may be able to begin implementation ahead of the
mid-2025 Cabinet paper (dependent on resources).

The Ministry for Regulation is developing a view on what its role will be following the
completion of the regulatory reviews, including its role in relation to agency implementation of
recommendations and monitoring progress. Although the Review ends after the February
Cabinet paper, there may be opportunities for the Ministry to be consulted on related advice to
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Ministers at appropriate points during implementation, or to provide advice to Joint Ministers
when appropriate.

Additional Review updates

Engagement activities

19. We continued our engagement with the Ministry for Primary Industries (MPI), including New
Zealand Food Safety (NZFS), the Ministry for the Environment (MfE), and the Environmental
Protection Authority (EPA). We also re-engaged with the wider group of agencies who consulted
on the original Cabinet paper and Terms of Reference for the Review, to test draft findings and
recommendations.

20. The wider group of agencies included the Ministry of Foreign Affairs and Trade (MFAT), Ministry
of Business, Innovation & Employment (MBIE), Department of the Prime Minister and Cabinet
(DPMC), Ministry of Health (MOH), Department of Conservation (DOC), WorkSafe, Te Whatu Ora
and The Treasury. Although they did not have substantive feedback on the findings or
recommendations, they expressed interest in being involved in advice on implementing the
recommendations, where appropriate.

21. We also conducted bespoke engagement on a broad package of options with large exporters
(Zespri and Fonterra), Parliamentary Commissioner for the Environment and AgriZero to cover
perspectives not included in the Sector Reference Group. 92 (®a)®H)

We considered this and made changes where the
feedback was supported by the Review findings.

Peer review

22. We are now focusing on refining the final report. We have arranged for peer review by
international regulatory and technical experts in Australia and Ireland. The reviewers are
experienced and knowledgeable about regulatory approval of agricultural and horticultural
products. They will be reviewing the first sections of the report this month, which include the
detailed findings and background. They will review the second half of the report after we have
your feedback on the draft recommendations.

Economic analysis

23. We have engaged Sense Partners, an external consultancy, to provide quantitative analysis of
anumber of scenarios, including the impact of improved timeframes for the approval path. We
anticipate a final report later this month and will incorporate the findings into the Review.

Feedback from agencies on the briefing and draft recommendations

24, MPI, NZFS, MfE and the EPA were consulted on this briefing and the draft recommendations.
We considered their feedback and made changes to the recommendations in some places.

25. MPI noted that the draft recommendations will have significant resource requirements and
further policy development and public consultation may be necessary to advance legislative
changes and coordinate improvements across the two regulatory pathways.
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26. The EPA agrees with the opinion expressed by MfR that careful consideration will need to be
given to the priority of investigating and implementing the proposed recommendations. The
EPA is already working within severe resource and fiscal constraints, along with undertaking
other priority government projects.

Next Steps

27. Once we have your feedback on the draft recommendations, we will continue to develop our
final report and provide a draft to you by 13 December.

28. We will also begin to draft a Cabinet paper for you to bring to Cabinet in February 2025.
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Minister and Portfolio:  Hon David Seymour, Minister for Regulation

Response to questions on the recommendations of
Title: the agricultural and horticultural products Number MFR2024-181
regulatory review

Security

Date: 5 December 2024
Level:

IN CONFIDENCE

To respond to questions raised in the Ministry for Regulation agency meeting on Tuesday 3

Purpose
s December 2024.
We provided joint Ministers with the draft recommendations of the agricultural and
horticultural products regulatory review (the Review) in MFR2024-108. In the Ministry for
Background

Regulation Agency meeting on Tuesday 4 December, you had some queries on how to ensure
the recommendations are impactful. Below is our response to your questions.

Responsible Ministers have existing levers to set performance measures and provide direction
to their agencies, such as through letters of expectation or ministerial directions. Improving
processing time was included in the most recent letter of expectations to the Environmental
Protection Authority (EPA) Board, and the most recent quarterly reporting suggests the queue
is beginning to reduce.

Recommendation 13 of the Review (to improve performance reporting) includes that agencies
should work with the Sector Leaders Forum to ensure indicators are effective and will help
rebuild trust between regulators and regulated parties. We expect this would include metrics
and targets for the queue.

One of the purposes of Recommendation 1 (to create a Sector Leaders Forum) is for regulators
Do we need KPIs or a to provide transparency on the performance of the approval path (using the improved
commitment to reduce indicators), and for a summary of the discussion with the Sector Leaders Forum to be provided
the EPA queue? to responsible ministers. We had noted in the report that this would enable ministers to identify
where further joint advice would be valuable. We have now amended the draft report to reflect
that this reporting would also enable ministers to identify areas for inclusion in future letters of
expectation or ministerial directions.

In our view, improved performance indicators with input and discussion from the Sector
Leaders Forum (and the outcomes of that discussion being provided to Ministers for further
action if needed) would ensure the existing accountability framework is more robust.

Several of our other recommendations would support reduction of the queue:

e Recommendation 6 is a specific recommendation to address the EPA queue by
identifying low risks products that can be removed from the queue and approved via
rapid assessments or group standards.

e Recommendation 9! (for a strategic priority pathway) would prioritise the products
the sector needs from the queue.

! This was recommendation 10 in briefing MFR2024-108 but has been renumbered in the draft final report.
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e Recommendation 8 (for increased use of international regulators’ assessments) and
Recommendation 12 (for updated risk assessment models) would improve speed of
processing to further reduce the queue.

e Recommendation 15 (on 'emergency' approvals) would reduce the impact of the
queue on pest management and biosecurity responses.

How do we

ensure implementation
of recommendations
related to international
regulators

As noted above, there are several levers that responsible Ministers have to ensure
implementation of recommendations. Improved performance indicators under
Recommendation 13 should include the implementation of Review recommendations, such as
the use of international regulators assessments.

In addition, the Sector Leaders Forum purpose includes for “sector leaders to raise issues and
feedback on the approval path with leaders from regulators and policy agencies, and discuss
potential solutions; discuss significant initiatives underway or planned across the regulatory
systems or within the sectors" and to “discuss the implementation of this Review’s
recommendations,".

If the sector were concerned that this recommendation was not being implemented fully, we
expect that the discussion at the Sector Leaders Forum (and therefore the report to Ministers)
would make this clear. This, combined with performance reporting discussed earlier, would
enable accountability of the implementation of international regulators recommendations.

Ministerially appointed
chair for the Sector
Leaders Forum

The Review considered an independent chair as part of the design of an alternative option
(Agricultural and Horticultural Products Strategic Advisory Council) [refer MFR2024-108,
Appendix C]. We concluded that such a design would add costs and complexity to
implementing and administering the Forum. Therefore, we have not recommended it as part of
the Sector Leaders Forum.

Further design of the Sector Leaders Forum will be needed as part of implementation of the
Review’s recommendations. If you are interested in agencies further progressing the idea of an
independent or ministerially appointed chair, you may wish to discuss with joint Ministers for
inclusion in the February Cabinet paper.

We note that a ministerially appointed chair would likely require an Appointment and Honours
Cabinet Committee process, which could delay implementation of a Sector Leaders Forum.

We are continuing to work on our final report and will provide the draft report to you on

Next steps

P Thursday 12 December 2024.
Author Susie Brown, Acting Review Lead, Agricultural and Horticultural Products Regulatory Review
Manager Paul Delahunty, Deputy Chief Executive, Regulatory Systems and Capability
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Minister and Portfolio:

Hon David Seymour, Minister for Regulation
Hon Andrew Hoggard, Minister for Food Safety

Hon Penny Simmonds, Minister for the Environment

Draft report for the Agricultural and Horticultural

Title: . N 2024-1
itle Products Regulatory Review umber 0 09
Date: 12 December 2024 Security UNCLASSIFIED
Level:
Purpose To provide you with a draft report on the outcome of the agricultural and horticultural products
P regulatory review (the Review).

Through the Terms of Reference we committed to provide a report on the Review summarising

Backeround the findings, including what was heard from stakeholders, and options and recommendations

& for Joint Ministers to take to Cabinet to seek agreement to action. This report (final, or

preliminary) was to be delivered to Joint Ministers by the end of 2024.
We have developed a draft long form report (Appendix A) and a draft summary report
(Appendix B) which capture the Review’s analysis.

Draft report

Proactive release note:
|Appendices A and B are

We are providing this draft report for your information and to support implementation
conversations with your agencies.

being published
separately on the
Ministry for Regulation
website

Additional
recommendation on
role of Ministers

Following a request to seek the sector’s views on the draft Review recommendations, Joint
Ministers received feedback from stakeholders on 5 December. Their feedback touched on a
range of areas, including seeking assurances that the Review’s recommendations will be
implemented and drive meaningful changes. As part of this, they specifically requested that the
proposed Sector Leaders Forum (the Forum) have decision-making powers.

Given the risk of regulatory capture, perception risks to trade, and the different institutional
forms of the regulators, we are of the view that it would be inappropriate for the Forum to have
decision-making powers. We note that the Minister for Food Safety and the Minister for the
Environment already have a range of levers to give effect to matters arising from the Forum.

To provide confidence to stakeholders on action arising from the Forum, and following
discussion with the Minister for Regulation’s office, we will be including a recommendation
setting out the responsibility for those two Ministers to exercise the levers available to them to
address matters arising from the Forum. This recommendation and supporting content will be
included in the final version of the Report, which we will deliver on 30 January 2025.

Next steps

We will provide updated versions of both the long form and summary report in January 2025.
This will be accompanied by a draft Cabinet paper so that you can take the Review’s
recommendations to Cabinet to seek agreement to action.
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Te Manatu Waeture

You are meeting on Monday 3 February as Joint Ministers to discuss the final Report and next
steps. We will provide an updated version of the Cabinet paper after this meeting that can be
used for Ministerial consultation.

In parallel, we are preparing the final versions for publication in February, including changes to
infographics, graphic design, and layout.

We are proposing the following timeline for the Cabinet process:

e 21 January - 27 January: agency consultation on the draft Cabinet paper
(5 working days).

e 30 January: final Review report, summary report, and draft Cabinet paper
delivered to Joint Ministers.

Final report & e 3 February: Joint Ministers meeting to discuss and agree to the Cabinet paper.

proposed e By 5 February: Ministry for Regulation to provide updated Cabinet paper for

Cabinet approach ministerial consultation

e 4 February - 12 February (10am): Ministerial and coalition consultation
(5 working days).

e 13 February: paper lodged for Cabinet consideration.
e 19 February (ECO): paper considered at Cabinet committee.

e 24 February: paper considered at Cabinet.

Author Maria Spencer, Senior Advisor, Reviews and System Capability
Manager Peter Clark, Manager, Reviews and System Capability
IN CONFIDENCE



Hon David Seymour, Minister for Regulation

To Hon Andrew Hoggard, Minister for Food Safety
Hon Penny Simmonds, Minister for the Environment
Final Review Report and draft Cabinet paper

Title for the Agricultural and I-!ortlcultural Number MFR2025-006
Products Regulatory Review and
implementation considerations

Date 30 January 2025 Priority: Medium
Direction at Joint Ministers meeting on 3

) February 2025

Action Sought Due Date 3 February 2025
Seeking Cabinet decisions on the Review
recommendations

Contact Person | Paul Delahunty, Deputy Chief Executive Phone s 9(2)(@)

Contact Person | Peter Clark, Manager Regulatory Reviews Phone s 9(2)(a)

Attachments

Appendix 1A: Draft Cabinet paper
Appendix 1B: Final Review Report
Appendix 1C: Summary Review report : :
Appendix 1D: Summary of Engagement Security Level | IN CONFIDENCE
s 9(2)(f(iv)

I y on the
Regulation website

Consultation

We consulted with the Ministry for Primary Industries (MPI), New Zealand Food Safety
(NZFS), the Ministry for the Environment (MfE), and the Environmental Protection
Authority (EPA) on this briefing, the draft Cabinet paper and the final Review report. We
have considered their feedback on sections of these papers.

We also consulted with the Treasury, the Ministry of Business, Innovation and
Employment, the Ministry of Health, WorkSafe New Zealand, the Ministry of Foreign
Affairs and Trade, the Department of Conservation, and the Ministry of Justice on the
draft Cabinet paper. The Department of Prime Minister and Cabinet has been informed.

Engagement with the Sector Reference Group, interested parties and other agencies
has also informed the content of the final and summary Review reports.




Executive Summary

1.

The Ministry for Regulation (MfR) has presented the Final Report of the Agricultural and
Horticultural Products Regulatory Review (Review Report). Sixteen recommendations
have been identified that are expected to improve the efficiency, proportionality,
transparency, and certainty of the approval path for agricultural and horticultural
products. The recommendations have been refined following your feedback on the draft
report and further engagement with the Sector Reference Group. The Report has been
provided in both long form and summary form, alongside a Summary of Engagement.

Ongoing reporting will be important to provide confidence in implementation of the
Review’s recommendations. We recommend the Ministry for Primary Industries (MPI), New
Zealand Food Safety (NZFS), Ministry for the Environment (MfE), and the Environmental
Protection Authority (EPA) provide quarterly reports on the implementation of the
Review’s recommendations to the Ministers for Food Safety, the Environment and
Regulation until the end of the 2026/2027 financial year.

The recommendations relate to a range of operational and legislative changes for each
regulatory system, and in general there are fewer firm barriers to progressing operational
changes that could provide positive impacts sooner. A decision to prioritise legislative
changes inherently involves trade-offs for progressing operational changes. MfR sees the
establishment of the Sector Leaders Forum (an operational change) as a priority.
Stakeholders have expressed views on seeing operational improvements made before
cost recovery under the Hazardous Substances and New Organisms (HSNO) Act (a
legislative change) is explored.




7. A draft paper for you to seek Cabinet endorsement of the Review recommendations has
been provided. The EPA and NZFS have already begun implementing some operational
changes following the Review, which are reflected in the Cabinet paper to demonstrate
early progress. Subject to your direction, we will provide an updated version of the
Cabinet paper after your meeting on 3 February 2025 that can be used for Ministerial
consultation.

Recommended Action
We recommend that you: Minister for Minister for  Minister for the
Regulation Food Safety Environment
Final report and recommendations
a. note that MfR has delivered its final Review
Report with 16 recommendations to address the
Review’s findings to improve the efficiency,
. . 8 P . Y Noted Noted Noted
proportionality, transparency, and certainty of
the approval path for agricultural and
horticultural products
. Agree Agree Agree
b. agree to progress all 16 recommendations ‘g / ‘g / ‘g /
Disagree Disagree Disagree
c. agree to take all 16 recommendations to Agree/ Agree/ Agree/
Cabinet to seek their endorsement Disagree Disagree Disagree

d. note that you agreed to a two-phase approach
to Cabinet decisions with initial decisions in Noted Noted Noted
February and further decisions in mid-2025

Implementation

e. note that prioritising legislative changes

. . . Noted Noted Noted
involves trade-offs with operational changes



Minister for
Regulation

Agree /
Disagree

Agree /
Disagree

Agree /
Disagree

Noted

Agree /
Disagree

Agree/
Disagree

Minister for
Food Safety

Agree /
Disagree

Agree /
Disagree

Agree /
Disagree

Noted

Agree /
Disagree

Agree/
Disagree

Minister for the
Environment

Agree /
Disagree

Agree /
Disagree

Agree /
Disagree

Noted

Agree /
Disagree

Agree/
Disagree



Minister for Minister for
Regulation Food Safety

i s9OMW)

Cabinet paper

j. agree that MPI (including NZFS), MfE and the
EPA will report implementation progress to
Joint Ministers for Food Safety, the Environment
and Regulation on a quarterly basis until the end
of the 2026/2027 financial year

Agree/ Agree/
Disagree Disagree

k. provide any feedback on the draft Cabinet
paper

[. note that MfR will provide an updated copy of
the draft Cabinet paper to reflect your feedback Noted Noted
and preferences on implementation

Minister for Regulation alone

m. agree to undertake ministerial consultation on Agree/
the draft paper between 4 and 12 February Disagree
s 9(2)(a)
Peter Clark, Manager, Regulatory Hon David Seymour
Reviews Minister for Regulation
Ministry for Regulation Date:

Date: January 2025

Hon Andrew Hoggard Hon Penny Simmonds
Minister for Food Safety Minister for the Environment
Date: Date:

Minister for the
Environment

Agree/
Disagree

Noted



Purpose

1. This paper provides you with the Final Report on the Agricultural and Horticultural
Products Regulatory Review (the Review) and a draft paper to seek Cabinet endorsement
of the Review’s recommendations. The paper also seeks views on implementation
arrangements, 5 2@0OM)

Background

2. You met as Joint Ministers on 29 November 2024 to discuss the draft Review
recommendations and provide us with your early feedback. At that meeting you also
directed the Review team to seek the sector’s views on the draft Review
recommendations. The Review team subsequently shared the proposed
recommendations with the Review’s Sector Reference Group (SRG) for further feedback.

3. On 12 December 2024, we provided you with a draft report (long form and summary) for
the Review. The draft included some, but not all, of the Review team’s responses to the
further feedback received as analysis of this was still ongoing.

4, Joint Ministers and the Ministry for Regulation (MfR) Chief Executive also received a letter
from Animal and Plant Health New Zealand (APHANZ) related to the Review. Minister
Seymour responded to APHANZ on 19 December on behalf of Joint Ministers,
acknowledging their feedback and outlining the Review team’s proposed responses.

5. s 9(2)(A(iv)

Final Review Report

6. In response to the further feedback received from Joint Ministers and stakeholders, the
Review team has revised the recommendations package, including:

a. adjusting an existing recommendation to focus on Responsible Ministers setting
expectations for ambitious targets to accelerate Agricultural Compounds and
Veterinary Medicines (ACVM) registrations and Hazardous Substances and New
Organisms (HSNO) approvals and to reduce the queues, and to set clear
expectations to regulators to ensure these are met;

b. adding a recommendation that Responsible Ministers are required to ensure the
prompt implementation of the Review recommendations, subject to Cabinet
decisions, and to consider the issues raised by the Sector Leaders Forum on an
ongoing basis. This is to ensure that relevant authorities consider making the
necessary decisions for ACVM or setting the necessary expectations for HSNO;

¢. clarifying where the Sector Leaders Forum would have a direct role in oversight for
transparency purposes, for example performance reporting should reflect the full
applicant experience with the regulators and outline how they are delivering against
their targets; and



10.

11.

d. strengthening other relevant recommendations where appropriate.

While some members of the SRG requested a more direct role for the Sector Leaders
Forum in decision-making on aspects of the approval path, regulators and other
stakeholders have signalled concerns regarding this. We do not recommend decision-
making powers for the Forum given the risks of regulatory capture, and potential concerns
and trade impacts from overseas trading partners over the independence of New
Zealand’s regulatory systems. Responsibility for considering any concerns raised through
the Forum best sits with the relevant ministers and the levers available to them to effect
change.

The Review team has finalised the Review Report, which is attached as Appendix 1B and
the summary version, which is Appendix 1C. Further design work is ongoing. Publishable
versions will be provided in February for lodgement with the final version of the Cabinet
paper.

A Summary of Engagement will also be released alongside the Review Report (Appendix
1D). The Summary of Engagement captures the issues and views raised by submitters
through both submissions and meetings. This represents the views of submitters and not
MfR’s views, which are instead captured in the Review Report.

Ongoing reporting will be important to provide confidence in implementation of the
Review recommendations. As part of the paper, we recommend the Ministry for Primary
Industries (MPI) (including New Zealand Food Safety (NZFS)), the Ministry for the
Environment (MfE), and the Environmental Protection Authority (EPA) provide quarterly
reports on the implementation of the Review recommendations to Joint Ministers for Food
Safety, the Environment and Regulation until the end of the 2026/2027 financial year. At
this time, Joint Ministers can decide any future oversight of the implementation of the
Review findings and on-going improvements to the approval path.

While the Review has attempted to be comprehensive, there are some areas the Review
has not been able to fully explore in the time available. Examples of issues raised but not
fully explored include regulators’ risk appetite, issues relevant to practice and culture, and
concerns about technical assessments and proposed controls. These are areas that may
require further investigation by relevant agencies.

Implementation of the Review’s recommendations

12.

As the Review moves into the implementation phase, there are a range of matters where
direction from Joint Ministers is needed.

Prioritising legislative changes over operational changes

13.

14.

The Review recommendations relate to both operational and legislative changes for each
regulatory system. For some recommendations, there is an option on whether they are
best progressed through legislative changes, operational changes, or both.

In general, legislative changes require a full process through the House of Representatives,
including any commencement delay and resulting operational changes, before the
impacts of change can be experienced by regulated parties. Legislative changes may be



seen as a more enduring and permanent solution, and a tangible demonstration of
progress. In contrast, there are no firm barriers to operational changes, which they can be
commenced in a shorter period of time. Depending on the nature of the issues with a
regulatory system, operational changes could have a significant impact for regulated
parties more quickly.

15. The EPA and NZFS have already begun implementing some operational changes following
the Review, which are reflected in Appendix 2 of the draft Cabinet paper (Appendix 1A of
this paper).

16. There are resource constraints for agencies to progress both legislative and operational

changes at speed. A decision to prioritise legislative changes inherently involves trade-offs
for progressing operational changes.

17. Ministers may also want to consider the sequencing of actions. MfR sees the establishment
of the Sector Leaders Forum (an operational change) as a priority, in part so that it can
inform further implementation activities. Stakeholders have also previously expressed
views on a desire to see operational improvements made before cost recovery of HSNO.

SRHD S i explored.
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Draft Cabinet paper

34, A draft paper for you to seek Cabinet endorsement of the Review recommendations has
been provided (Appendix 1A). This paper is an opportunity to provide visibility to your
Cabinet colleagues on the outcomes of the Review, receive endorsement on the actions
that will be taken, and demonstrate early activities being undertaken in support of the
Review’s recommendations.

35. You previously agreed to a phased Cabinet decision approach, with initial decisions in

February and further decisions in mid-2025. The attached draft Cabinet paper reflects this
approach, seeking Cabinet endorsement of the Review’s 16 recommendations and inviting
Ministers to report on detailed implementation plans by May 2025. The timing of this
approach may be contingent on implementation decisions discussed in the previous
section.

10



36.

37.

38.

39.

Some parts of the implementation section have a placeholder ahead of your discussions
on the matters raised in the previous section. This will be updated after the Joint Ministers
meeting and ahead of ministerial consultation.

We have consulted with MPI (including NZFS), MfE, and the EPA, the Treasury, the Ministry
of Business, Innovation and Employment, the Ministry of Health, WorkSafe New Zealand,
the Ministry of Foreign Affairs and Trade, the Department of Conservation, and the Ministry
of Justice on the draft Cabinet paper. The Department of Prime Minister and Cabinet has
been informed.

s 9(2)(M(iv)

The EPA and NZFS are starting operational changes.

Feeback from the Treasury, the Ministry of Health, the Ministry of Foreign Affairs and Trade
and the Ministry of Justice was positive. Their suggestions have been incorporated in the
draft Cabinet paper.

Next Steps

40.

41.

42.

Following your discussion as Joint Ministers on 3 February 2025, the Review team will
make any necessary revisions to the draft Cabinet paper and provide a further draft to
your office on 4 February. If necessary, MfR will provide a follow-up briefing to Joint
Ministers to confirm any decisions taken during the meeting.

Ministerial consultation is expected to be undertaken between 4 February and 12 February
10:00 am. The paper is intended to be lodged on 13 February, for consideration by Cabinet
Expenditure and Regulatory Review Committee on 19 February.

Following Cabinet decisions, the intention is for the Review Report (both long form and
summary), the Summary of Engagement, and all briefings and Cabinet papers on the
Review to be released together in end February/early March 2025. We will prepare media
release material for your offices before announcements and publication.
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