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INTRODUCTION 
 
Role of the Ministry of Agriculture and Forestry 
 
The Ministry of Agriculture and Forestry (MAF) has two key areas of focus, both 
of which are relevant to the Inquiry.  
 
One area of focus is to maximise export opportunities for New Zealand’s primary 
sectors and improve sector productivity.  Exports are of vital importance to New 
Zealand’s primary sectors, and MAF has an interest in reducing barriers to trade 
and enhancing the competitiveness of New Zealand’s primary product exports.  
Part A of the submission provides comment that is relevant to this area.  
 
MAF’s other key area of focus is to increase sustainable resource use and 
protect from biological risk.  MAF is the lead agency for New Zealand’s 
biosecurity and food safety systems.  The Commission has specifically included 
Biosecurity and Customs costs in the scope of its Inquiry, and MAF has a clear 
interest in this aspect of the Inquiry.  Part B of the submission provides material 
that is relevant to this MAF role.  
 
 
Scope of this submission 
 
The scope of the Commission’s Inquiry is potentially very broad, and it would be 
unrealistic to seek to provide all the information that may be relevant in this 
submission.  Instead, the submission seeks to provide an overview of the 
information that is relevant.  MAF expects that the Commission will wish to obtain 
further and more detailed information in the next phase of the Inquiry, and looks 
forward to working with the Commission.  
 
 
PART A: MAXIMISING EXPORT OPPORTUNITIES FOR NEW ZEALAND’S 
PRIMARY SECTORS 
 
MAF works closely with a number of New Zealand’s major export industries and 
is familiar with the extended supply chains that face producers in moving 
production from the farm or forest gate to the final consumer.  This work has 
shown that the freight and transport costs that exporters accrue at each stage of 
the supply chain can be a substantial proportion of their final returns.  This is 
particularly the case where products are transported in a semi-processed or 
unprocessed state (such as log shipments).  As a general rule, the greater the 
level of processing, the less impact freight and transport costs have on returns.   
 
With New Zealand’s extended supply chains it is appropriate to periodically 
assess the efficiency of the system and examine opportunities for improving 
productivity.  The Ministry agrees with the focus on economic efficiency (and 
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trade costs) within the Inquiry but would encourage the Commission to consider 
broader issues affecting competitiveness.  For exporters and importers efficiency 
also means: 
 

 Reliability of delivery times and schedules – to meet customer 
expectations; 
 Quality of service, to ensure goods arrive in optimal condition; and 
 Integrity of procedures. 

 
In assessing the productivity gains achieved over recent years in the handling 
and management of cargo, MAF would encourage the Commission to look at the 
influence exporters and importers have played.  The Ministry has observed that 
the suppliers of cargo are actively working with transport operators to improve 
logistical arrangements, in order to reduce costs and improve productivity.  In a 
number of cases, it has been industry funded research, which has led to changes 
in packaging and handling arrangements.  The following sections are intended to 
illustrate this point, and the need for a stronger supplier focus in the inquiry. 
 
 
Exporters as Drivers of Innovation  
 
New Zealand exporters are competing in markets that are 2 000 to 18 000 
kilometres from the source of production.  This physical barrier provides a strong 
economic incentive for exporters and processors to work with transport operators 
to identify ways of improving cargo utilisation, extending the life of time-sensitive 
cargoes and reducing energy usage.  Recent initiatives by exporters include: 

 The design of new tray configurations in the horticultural industry that 
allow more fruit to be fitted onto a pallet and in a container. The main 
benefits are greater freight efficiency, a reduction in transport costs, 
substantially fewer pallets and less fuel usage by forklifts; and   

 The development of new protocols and temperature management 
software for managing the atmospheric conditions in containers, to 
optimise the quality and storage of horticultural produce.  This has the 
potential to extend the time that produce can be maintained at a high 
quality, by slowing respiration and delaying ethylene production.  
Extending the storage time creates alternative transport opportunities for 
exporters. 

 
A further driver for innovation has been the work that primary industries have 
done to understand and reduce their carbon footprint.  Initiatives by primary 
industries to reduce their carbon footprint have resulted in improvements to the 
efficiency of the supply chain.  An example is improvements in refrigeration 
technology which reduce the costs of transporting frozen or chilled products.  
 
In these examples the exporter has been the primary driver of the innovation and 
they have worked with supportive transport operators (domestically and at the 
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international level) to see the changes introduced.  This ability for exporters to 
drive innovation should be recognised within the Inquiry.    
 
 
Primary Sector Initiatives to Develop Logistical Hubs   
 
In examining the freight transport system it is important to consider the 
investment that major exporters and importers are making in storage hubs and 
centralised distribution facilities.  These initiatives are driven by the cargo 
supplier but they frequently involve transport partners.  Fonterra, for example, is 
in the process of developing a series of storage hubs, to improve supply chain 
efficiencies, enable the greater use of rail and deliver environmental benefits.  
Through this process the company is intending to significantly reduce its 
warehousing requirements, while gaining efficiencies in product handling, 
packaging and transportation.   
 
 
Reducing the Freight Burden through Additional Processing  
 
As mentioned earlier, transport costs decrease as a proportion of returns, where 
there is further processing and value added.  The economic gains that can 
accrue through further processing can be significant and are readily seen in 
areas such as the export beef and lamb trade.  Progressive investment in meat 
processing, over a number of decades, has moved the industry from being a 
supplier of semi-processed meat products, to delivering cuts of meat that are 
‘ready for the shelf’ in the destination market.   
 
While the majority of freight gains through additional processing are incremental, 
there are still opportunities for significant step-changes in transport productivity.  
Two examples of this can be seen in the dairy industry: 
 

 Fonterra has established two milk concentration facilities, to filter the 
solids out of milk and reduce transport volumes.  The plants employ 
reverse osmosis technology and the milk is concentrated to 
approximately half of its original volume.  The initial plant at Tuamarina, 
near Blenheim, has reduced the number of tanker movements between 
Marlborough and the Clandeboye facility in South Canterbury by nearly 
3 000 movements a year; and 

 Commercial technology is available to increase the density of dairy 
powder.  Higher densities will reduce shipping and packaging costs, as 
well as simplify the logistical chain.   For the customer it has 
advantages in reduced storage and packaging waste. 

 
Encouraging further processing through the supply chain is a macro-economic 
issue, encompassing exchange rate conditions, the availability of investment 
capital, labour market arrangements, the relative competitiveness of domestic 
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manufacturing and the domestic regulatory environment.  In terms of the inquiry, 
the Ministry would encourage the Commission to recognise the opportunities 
increased processing can provide to reducing the freight burden.   
 
Hub-and-Spoke Arrangements (Question 65)  
 
In assessing the costs and benefits of hub-and-spoke arrangements it is 
important to make a distinction between what is efficient for a transport operator 
and for a cargo supplier.  This point was illustrated in the August 2010 New 
Zealand Shippers’ Council report (The Question of Bigger Ships), which identified 
a number of risks with trans-shipping through Australian ports.  While there is 
potential to access larger and more specialised vessels, time-sensitive cargoes 
(such as horticulture and meat) could face delays, particularly during peak export 
seasons in Australia, when container slots are at a premium.   
 
Additional Supply Chain Issues 
 
Future Proofing Freight Corridors:  The December 2010 Australian National Ports 
Strategy identified the encroachment of freight corridors as one of the major 
threats to the transport system and future improvements to freight productivity.  
Freight corridors are the arteries by which New Zealand’s exports and imports 
are circulated.  Long term planning is required to minimize future land use 
conflicts along these corridors (through mechanisms such as buffer zones) and 
to ensure that the corridors are sufficient to handle projected cargo volumes, 
without compromising productivity. 
 
High Productivity Motor Vehicle Permit System: The discussions the Ministry has 
held with primary sector transport representatives indicate strong support for the 
introduction of the new permit system, and the identification of high productivity 
routes.  The initial trials, and the experience to date, indicate that the system has 
the potential to provide processors and exporters with significant gains in freight 
productivity, along with a net reduction in the number of vehicle movements per 
annum.   
 
While transport operators have been the major applicants for the permit system, 
the Ministry is aware of several processing companies developing pro-forma 
vehicle configurations that meet the demands of their specific operations.  
 
Planning for Future Forestry Volumes: The strong demand for logs over the past 
two to three years (particularly from China) has foreshadowed the increasing 
volumes that will come on stream with the maturing of the forests planted in the 
1990s.  The 11.7 million cubic metres of log exports in the March 2011 year has 
highlighted a number of the difficulties ports and exporters will face in handling 
the projected export volumes.  Port companies have been faced with developing 
additional storage capacity and managing increasing numbers of logging trucks, 
particularly at peak cartage times.    
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PART B: BIOSECURITY COSTS 
 
Background – New Zealand’s Biosecurity system 
 
New Zealand’s biosecurity system provides protection from harmful pests and 
diseases that could impact on our primary industries, our unique natural 
resources, and human health.  The system covers Biosecurity activities offshore 
(reducing the risks posed by other countries), at our borders (stopping pests and 
diseases getting into New Zealand), and within our border (eradicating or 
managing those pests and diseases that have established).  
 
MAF is the lead agency for the Biosecurity system, and carries out many 
functions within the system.  These functions relate to both the importation and 
exportation of goods.  
 
On the import side, MAF’s role includes setting the standards to be met before 
risk goods can be imported into New Zealand, working with other countries to 
ensure that those standards are met, and providing the frontline inspectors who 
determine whether goods may be cleared for entry. 
 
On the export side, MAF’s role includes working with other countries to improve 
and maintain market access for New Zealand primary products, developing 
systems to determine whether New Zealand products meet the requirements of 
our trading partners, and providing official assurances to facilitate market entry.  
 
  
Funding of Biosecurity activities – general principles 
 
A major review of the funding of Biosecurity activities was completed in 2005.  
The key discussion paper for the review can be found at this link: 
http://www.biosecurity.govt.nz/bio-strategy/papers/biosecurity-funding-review.htm  
 
The Biosecurity Funding Review included the development of principles to assist 
in determining how particular Biosecurity activities should be funded.  These 
principles were endorsed by Cabinet in 2005.   
 
The principles state that a given Biosecurity service is most appropriately funded 
by the group(s) best placed to do at least one of the following: 
 

(i) change their behaviour to reduce the costs of the service or the risks 
that give rise to the need for the service; 

(ii) assess whether the benefits of the service at its current level of 
provision outweigh the costs and consequently influence the level of 
service provided; and/or 

(iii) determine whether the service at its current level of provision is being 
delivered most cost-effectively.  

http://www.biosecurity.govt.nz/bio-strategy/papers/biosecurity-funding-review.htm
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In relation to charges for imports and exports, the Biosecurity Funding Review 
concluded that: 
 

 the existing cost recovery regime for cargo clearances and laboratory fees 
should continue; and 

 industries should contribute to the funding of bilateral market access work, 
and the full costs of export certification and export documentation work 
should be cost-recovered;  

 
Many biosecurity activities are Crown funded, either because they have public 
good elements, or because there is no basis for third party funding under the 
Biosecurity funding principles. 
  
 
Funding of Biosecurity activities – imports 
 
MAF recovers the costs of some its biosecurity border services.  The current 
charges are prescribed in the Biosecurity (System Entry Levy) Order 2010 and 
the Biosecurity (Costs) Regulations 20101.   
 
The Levy Order imposes a flat fee on the importation of all goods for which an 
import entry has been made in the Customs computerised entry processing 
system.  The levy is used to fund certain fixed activities that are referable to 
imports generally, such as the development of risk profiles and screening for 
biosecurity risk goods.  The levy is collected on behalf of MAF by the New 
Zealand Customs Service.   
 
The Costs Regulations set charges for variable activities that are referable to a 
particular importation, such as inspection, treatment, and monitoring compliance 
with approval conditions.   
 
It is estimated that the current charges collect an average of $23 million annually 
from industry.  The impact on individual importers will vary widely, and depends 
on the kind of goods that they are importing, and the condition of the goods when 
they reach New Zealand.      
 
In accordance with government guidelines, the charges that MAF imposes are 
regularly reviewed.  The last review took place in 2009.  MAF prepared a detailed 
discussion paper as part of its consultation on the revised charges.  The paper 
provides background on the rationale for the charging proposals, and can be 
found at this link: http://www.biosecurity.govt.nz/biosec/consult/review-border-
clearance-charges.   
 

                                                 
1 Available at http://www.legislation.govt.nz/regulation/browse.aspx  

http://www.biosecurity.govt.nz/biosec/consult/review-border-clearance-charges
http://www.biosecurity.govt.nz/biosec/consult/review-border-clearance-charges
http://www.legislation.govt.nz/regulation/browse.aspx
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The charges comply with the relevant guidelines published by The Treasury and 
the Office of the Auditor-General.  
 
 
Funding of Biosecurity activities – exports  
 
Some of the key services provided by MAF in relation to exports are Crown 
funded, due to their public good nature.  An example is New Zealand’s 
contribution to multilateral standard setting.  
 
Other services provided by MAF are recovered from export industries.  Some of 
the services benefit the industry as a whole, and are recovered by way of a fixed 
fee per export consignment.  An example is the work done to maintain market 
access.  Some of the services are of specific benefit to an individual exporter, 
and are recovered by way of an hourly rate for time incurred.  An example is the 
negotiation with an overseas country of alternative measures that will meet that 
country’s required level of protection. 
 
The impact on individual exporters will vary widely, and depends on the kind of 
goods that they are exporting, and the requirements imposed by the importing 
country.  
 
In accordance with government guidelines, the charges that MAF imposes are 
regularly reviewed.   
 
The charges for Plant and Forestry Exports were last reviewed in 2007.  MAF 
prepared a detailed discussion paper as part of its consultation on the revised 
charges.  The paper provides background on the rationale for the charging 
proposals, and can be found at this link:  
http://www.biosecurity.govt.nz/strategy-and-consultation/consultation/discussion-
documents/plant-forestry-exports  
 
The charges for exports of live animals and germplasm have just been reviewed 
and new fees will come into force on 1 October.  The fees are prescribed in the 
Animal Products (Fees, Charges and Levies) Regulations 2007.  MAF prepared 
a detailed discussion paper as part of its consultation on the revised charges.  
The paper provides detailed background on the rationale for the charging 
proposals, and can be found at this link:  
http://www.biosecurity.govt.nz/biosec/consult/live-animal-germplasm-export-cert-
charges  
  
The charges comply with the relevant guidelines published by The Treasury and 
the Office of the Auditor-General.  
 
 
 

http://www.biosecurity.govt.nz/strategy-and-consultation/consultation/discussion-documents/plant-forestry-exports
http://www.biosecurity.govt.nz/strategy-and-consultation/consultation/discussion-documents/plant-forestry-exports
http://www.biosecurity.govt.nz/biosec/consult/live-animal-germplasm-export-cert-charges
http://www.biosecurity.govt.nz/biosec/consult/live-animal-germplasm-export-cert-charges
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Funding of Food Safety activities 
 
In the Issues Paper the Commission has focussed on Biosecurity and Customs 
costs.  Some imports and exports are also the subject of charges for food safety 
purposes.  MAF notes that, should the Commission wish to inquire into these 
charges, it is the appropriate agency to provide information, following the recent 
amalgamation with the New Zealand Food Safety Authority. 
 
Key food safety roles from the perspective of international freight costs include: 
 

 regulating the importation of high-risk foods;  

 negotiating with other countries to agree on standards that New Zealand 
exporters need to comply with;  

 providing official assurances for New Zealand exports 
 

 
Efficiency and effectiveness issues 
 
MAF notes that the Commission is interested in whether New Zealand’s 
biosecurity system delivers the required outcomes efficiently.  This issue is 
potentially very broad in scope.  At this stage MAF simply notes that there are a 
number of initiatives underway that seek to ensure efficiency in the system.  
These include the following: 
 
Border Change Programme 
 
MAF has been systematically reviewing the way that it operates at the border, to 
ensure that the increasingly complex challenges it faces can be managed.  
 
The Border Change Programme will see a number of changes made to border 
biosecurity.  Many of these changes will offer opportunities to reduce costs for 
importers.  Examples are: 
 

 greater use of outcome-based import requirements, which will allow 
importers to be innovative and find lower-cost ways to meet the 
requirements;  

 greater use of measures that manage biosecurity risk in the country of 
origin, which reduces the costs of the measures that need to be applied in 
New Zealand. 
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Border Sector Governance Group 
 
The Border Sector Governance Group brings together officials from the key 
border agencies, with the overall purpose of increasing efficiency through better 
collaboration and closer coordination. 
 
A number of initiatives are being progressed under the auspices of the Group, as 
part of the Border Sector Performance Framework.  Many of these initiatives are 
focussed on improving productivity and streamlining travel and trade, while 
managing risk.  
 
An example of an initiative that will lead to cost reductions for importers is the 
Trade Single Window, which will provide traders with a single electronic channel 
for all craft and cargo information reports, so that only a single report to border 
agencies needs to be submitted.   
 
  
Specific comment on the Issues Paper  
 
MAF notes that the Issues Paper includes a case study, showing a breakdown of 
the costs of importing a 20-foot shipping container from Singapore.  In Table 2, 
on page 20 of the Issues Paper, a number of different costs are attributed to 
MAF.  
 
MAF questions whether all of those costs are correctly attributed to MAF and 
would be interested in seeing the source data on which Table 2 is based, in order 
to assess the correctness of the figures.  We understand that the New Zealand 
Customs Service has written to the Commission raising similar issues.  
 
 
Further information 
 
MAF trusts that this submission has provided a useful overview of MAF’s 
interests in the Inquiry, and the MAF information that may be of use to the 
Commission.   
 
MAF expects that the Commission will wish to obtain further and more detailed 
information in the next phase of the Inquiry, and looks forward to working with the 
Commission.  The contact details for further communication with MAF regarding 
the Inquiry are: 
 
Geoff Daniels  
Principal Adviser 
Biosecurity and Food Policy 
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Telephone (04) 894 0414 
Email  geoff.daniels@maf.govt.nz 
 
 
 
Yours sincerely 
 
 
 
 
Julie Collins 
Director, Biosecurity and Food Policy 


