





NEW ZEALAND FOOD & GROCERY COUNCIL

e

The New Zealand Food & Grocery Council (“NZFGC”) welcomes the opportunity to
comment on Would New Zealand benefit from new organic requlation? MP! Discussion
paper No. 1028-09.

NZFGC represents the major manufacturers and suppliers of food, beverage and grocery
products in New Zealand. This sector generates over $34 billion in the New Zealand
domestic retail food, beverage and grocery products market, and over $31 billion in export
revenue from exports to 195 countries — some 72% of total merchandise exports. Food
and beverage manufacturing is the largest manufacturing sector in New Zealand,
representing 44% of total manufacturing income. Our members directly or indirectly employ
more than 400,000 people one in five of the workforce.

OVERARCHING COMMENTS
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The organic sector represents just over half a percent of total farmed land in New Zealand
and just over one percent in production value. It is very small by any standard.
Comparisons with other regions/countries fails to consider the subsidisation involved
overseas or indeed reasons for growth overseas (such as being paid to convert to organic
production). These factors should influence any proposed regulatory regime and lead to
the simplest of systems, rationalisation of costs and reassessment of assumed benefits.

The current voluntary system, with its range of choice and commercial decision making, is
flexible, simple, trade enabling, and delivers confidence to those consumers seeking out
certified product. However, to the extent that systems can be improved, some form of
limited, stratified, low cost regulatory regime could provide certainty along a supply chain
beyond the single producer consumer.arrangement and spread costs.

Several alternative options/variations are suggested in relation to the voluntary and hybrid
(voluntary/mandatory) systems. In.avery small sector, a blanket mandated system appears
to be over kill and very costly in relation to benefits. Costs are also likely to be concentrated
on the producer while benefits flow across the supply chain.

Concerning registration/listing and verification, alternative options are discussed and
models operating ‘under both the Animal Products Act 1999 and the Food Act 2014
suggested. NZFEGC considers it inconsistent and wasteful of scarce resources, both
government<and private, to greatly exceed or even match the level of food safety
verification for a consumer preference.

If this proposal is to proceed, NZFGC favours a simple, low cost, stratified/hybrid regulatory
system that makes a standard freely available but does not mandate compliance for the
smallest operators such as those selling direct to the consumer. Such a stratified/hybrid
system would also need to carefully accommodate a range of verification approaches and
the system design would need to be cognisant of costs, resource availability, and
appropriateness compared to registration and verification for food safety reasons. It would
also need to accommodate a range of existing commercial systems according to a range
of qualifying criteria (such as independent verification, logo use etc).
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40.

It is not clear that costs and benefits of the mandatory options have been adequately
considered or that compliance in either option has been adequately addressed.

Q9. If a standard became mandatory for all organic operators, what would be the positive
and/or negative impacts on you or your business?

41.

42,

NZFGC members are best placed to respond to this question. However, costs might be
expected to feature in the negative impacts depending on how well a mandatory system
accommodated private commercial systems. If private commercial systems were. well
accommodated (that is, accepted as equivalent) then those operating under them would
not be impacted.

The most significant impact, as the consultation paper identifies, would be on the small
operators or those operators currently leveraging off the organics reputation and the
consumer demand without necessarily meeting the minimum requirements of NZS 8410.
In a very small sector a blanket mandated system may be over-kill-and very costly in
relation to benefits. Costs are also likely to be concentrated on the producer while benefits
flow across the supply chain.

Q10. To what extent do you support or oppose the use of a'logo to help distinguishing
organic products from non-organic products? Please explain why.

43.

The use of logo is strongly favoured as easily identifiable for consumers and traders alike.
Considerable work has already been done in this area in relation to the Health Star Rating
(HSR) system and we would recommend this be used as the basis for proceeding.
However, alternate logos for relevant private commercial systems should not be lost and
should not be required to be in addition to a government developed logo. Real estate on
food items, especially packaged food, is limited and there are many competing systems
for the consumer to consider HSR, Halal, Gluten-free, recycling etc. Careful
consideration is needed in terms of permitting alternate logos or perhaps providing a
government logo was the default for product meeting a mandatory standard.

Issue 2: How should we check that relevant businesses meet the standard

44.

This section considers verification options but only for the preferred option of an across the
board mandatory standard and the hybrid option. The options are:

e Option 2A Ongoing verification for all organic businesses

e Option-2B Spot check verification for all organic businesses

e Option 2C Ongoing verification with limited exceptions.

Q 11. Do you think that the correct options have been identified? Are there alternative
option(s) that should be considered? Please describe.

45.

46.

An alternative option to those identified is a regularised sampling programme that would
aim to cover a percentage of, or all, organic producers over a fixed number of years along
the lines of a national programme under the Food Act 2014. It seems inconsistent and
wasteful of scarce resources, both government and private, to greatly exceed food safety
verification for a consumer preference.

A related alternative option is to determine a range of verification options  current

requirements for export, substantially less for domestic sale to a third party and
substantially less again (or none) for direct sellers.

Page 7







55. From the foregoing, NZFGC favours a stratified/hybrid regulatory system that makes a
standard freely available but does not mandate compliance for the very smallest operators
such as those selling direct to the consumer. Such a stratified/hybrid system would also
carefully accommodate a range of verification approaches that was cognisant of costs,
resource availability, and appropriate compared to certification for food safety reasons. It
would also need to accommodate a range of existing commercial systems according to a
range of qualifying criteria (such as independent verification, logo use etc).

Part 3: If needed, Proposed Features of Empowering Legislation
56. This Part summarises the elements required for a mandatory regulatory regime.

Q18 Have the powers required to implement a new regime been correctly identified? Are
there any other components you think would be necessary?

57. The features identified for a mandatory regulatory regime are relevant, in-part, for a
stratified/hybrid system. To this extent the powers are generally appropriate.

Q19 Do you have any comments on the range of proposed compliance and enforcement
tools?

58. Compliance and enforcement tools need to apply to the system selected. Generally these
would be expected to already exist in the relevant food legislation administered by MPI.

Q20 Do you have any other comments about the proposed legislative settings?

59. The proposed legislative settings would need to be adjusted to match the option
selected.

Q21 If you have other comments

60. No.

Q22 What evidence should we examine to inform further analysis of this proposal?

61. NZFGC suggests models for various elements in the Food Act 20714 and the Animal
Products Act 1999 might be considered. The Wine Act 2003 also has had a stratified levy
system.in place based on size of winery.
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among their members and members including both consumers and organic
licensees. We reserve the right at Select Committee and further consultation to

further refine our position.

To know our food is safe, free from contamination and harmful residues is a
fundamental human right. However, the right to know exactly what we are
eating is often taken away and even routinely denied to us. While growing our
own food remains the best way to ensure that we know what we are eating and
how itis grown, we must also know what has been sprayed onto.crops and sail,
added to foods, and used in the processing of the food we purchase. There is a
growing awareness in society of how food determines health and people are
now demanding to know what is in their food and-how it is grown. Safeguards to
protect people and the environment are becoming more important and need
greater attention as the presence of toxins in the environment become more

common.

Soil & Health is committed'to advocating for transparent and honest food
labelling in New Zealand. We believe that transparent food labelling is
fundamental in allowing people to make informed choices. We believe that
everyone has aright to safe and nutritious food that is grown in a way that
enhances the environment. This covers the right to have food free from
microbial contamination, harmful organisms, pesticides, harmful chemicals and
heavy metal contaminants, harmful additives, irradiation and genetic
engineering. We believe in the right of people to equip themselves with the
knowledge to make informed food choices. This is only achievable through clear

and transparent food labelling.

Soil & Health as an organisation that advocates for organics, is a strong
supporter of organic certification as it provides a verification system for

consumers that ensures that the food product they are purchasing is produced



according to specific organic standards. Consumers can trust food or other
products that are labelled as certified organic, because they are subject to
rigorous audits to ensure their safety and integrity. Most importantly it helps to
ensure that businesses do not deceive or mislead consumers through false
representation or false information when labelling themselves as organic. We
consider certification important as it supports consumers in making informed

choices about organic food.

Currently there are several different organic certification agencies in"New
Zealand which all have their own standards and labels. Labels however can be
confusing for consumers as there can be many different ones used on food
products, for example, regulated and accredited ones like the Heart Foundation
tick, or some companies creating labels such as ‘vegan’ or ‘100% natural’. As
stated in the Executive Summary of the Discussion Paper, consumers have a
mixed understanding about what these claims mean. People want clean, safe
food, and are increasingly turning to organic foods and products. Many farmers
and producers are responding to demand and producing high quality, certified
organic products. But there are a few producers claiming their products are
organic when in fact they are not. Some producers may be unintentionally
misleading consumers; others may be deliberately using the word organic as part
of their marketing strategy to sell more product and/or at a higher price. While
consumers are protected by the Fair Trading Act 1986, which requires producers
to be able to substantiate any claims that they are making on their products, the
absence of a single definition in New Zealand of what organic means makes
enforcement difficult. Furthermore, with no government oversight of organic
standards, and no national standard to protect the word ‘organic’, the integrity

of the organic industry as a whole is compromised.

Soil & Health therefore strongly supports the proposal to introduce a mandatory

National Organic Standard and associated regulatory regime for organic



production. A fundamental point for Soil & Health in developing a single National
OrganicStandard is to reduce consumer confusion that is created when there
are multiple certification agencies. Creating a single National Organic Standard
for organics in New Zealand would help to reduce consumer confusion and boost
consumer confidence in organic labelled food. It would also put us in step with
nearly all of the top 25 organic exporting nations. This will give comfort not only

in New Zealand but to export markets as well and will make exports easier.

8. However, regulations which would follow adoption of a single National Organic
Standard should not disadvantage small growers. While all. relevant businesses
should comply with the National Organic Standard there should be provision for
a lesser burden of verification on smaller scale growers and producers where the
cost would be disproportionate to the benefit. We therefore support exemptions
that support smaller growers and produces who typically supply local markets
and direct to their consumers. We recognise that among the myriad of reasons
for supporting smaller producers.is the fact that before big producers were big
they generally were small, and we must support them in order to foster the
growth of the organic.industry. Effective exemptions must still require a claim of
‘organic’ to be meetingthe National Organic Standard, and examples exist for
on line registration, or affidavits of compliance for operators below a certain

monetary threshold.

Discussion Paper Questions

Part 1: Introduction, purpose and context

1. Do you agree or disagree with the proposed scope? Are there any other

products, for example aquaculture products, that should be considered? Please

specify.



We generally agree with the proposed scope so long as this is recognised as
merely a starting point. However, some aquaculture products, both salmon and
mussels, have previously been certified organic in New Zealand, soitis
important that aquaculture would be covered by regulation of organics to ensure

inappropriate claims are not made.

The scopeis currently limited to primary and processed products and we
recognise this is a good place to startfrom as they form a large part of New
Zealand'’s organic production. However, as the development of the regulations
progress other products might need to be included for example, it is also not
clear whether cosmetics, body care products and textiles are included in the

scope.

2. To what extentdo you agree with the description of the current context for

organics? Please explain why.

We agree. The market information provided is consistent with reports produced
by Organics Aotearoa New Zealand. However, the description lacks any
information about oracknowledgement of New Zealand’s current GE-free status
and the market.advantages that this provides. The use of GE or GMOs is
prohibited in‘organic products, and products cannot be labelled certified organic
if they contain GMOs. The global Non-GMO market is at US$550 billion,* and

trends show thisis only going to grow.

Of New Zealand’s five key trading partners, three have non-GMO labelling
regulations.? New Zealand has a market with these countries due to the

perception and the fact that no GMO seeds are currently being cultivated in New

L http://www.prnewswire.com/news-releases/packaged-facts-global-non-gmo-food--beverage-market-
reaches550-billion-us-sales-at-200-billion-300127127.html
Zhttp://www.stats.govt.nz/browse_for_stats/snapshots-of-nz/nz-in-profile-2015/trading-partners.aspx



Zealand. China is the largest trading partner with dairy being the largest single

export. In 2014 NZ55.3 billion of dairy products were exported to China.3

Whatis alsoimportant to mention is that organic and sustainable agriculture is
the highest value added agricultural market with over US$80 billion worldwide
sold as organic in 2014.* New Zealand primary industries are looking for ways to
exportvalue added products as they move away from commodity-based trading.
The collapse of the dairy industry in 2015 and the rise of tourism as the largest
contributor to New Zealand’s GDP indicate an over reliance on a narrow range of
commodities. Federated Farmers sponsored a number of speakers during their
national conference on 1 3 July 2015 in Wellington, who shared the view that

value added agriculture is important to the resilience of the industry.

3. Towhat extent do you agree with the description of the current regulatory

environment for organics? Please explain why?

We agree with the description of the current regulatory environment for
organics, namely that they are not regulated at all. One could conclude that
MPI’s Official Organic Assurance Programme (“OOAP”) Technical Rules have by
default become a national organic export standard. However, the OOAP
Technical Rules is an export one and run through MP| with the Organic Export
Association of New Zealand. While the process is consultative, it is hardly
representative of the wider organic sector in New Zealand and is focused solely

on exports.

It must also be noted that over decades the BioGro NZ standard has been run by

its Society’s members and licensees who have contributed to its development

3 http://www.stats.govt.nz/browse for stats/industry sectors/imports and exports/global-nz-jun-
14/keypoints.asp
% https://shop.fibl.org/fileadmin/documents/shop/1698-organic-world-2016.pdf



through standards and certification committees. It has had significant voluntary
input and provided a chance to review the impact of decisions on growers, input
providers etc. Soil & Health also contributed to this largely as the consumer
voice on all boards. However, this process of keeping the standard up to date is

is exhausting on resources and the voluntary base.

Do you agree that this is a good opportunity to change the way organics are
currently regulated in New Zealand? In your opinion, what needs to change?

Please explain why.

We agree that this is a good opportunity to change the way organics are
regulated in New Zealand. The current unregulated-environment undermines the
credibility of certified organic products produced in New Zealand and this needs
to change. Organic licensees, the retail sector and the public are confused and
often have a poor understanding of what organic means, or the implications of
false claims. Regulation should aim to protect consumers from fraudulent claims
and protect producers from unfair competition (products with false claims),
thereby building the credibility of organic products produced in New Zealand.
There is also an-opportunity to rationalise other activities like auditor training,
and upskilling, technical development, certification management and to develop

a common national mark.

Do you think that the appropriate objectives for a new organic regime have
been identified? What would you suggest a new regime should achieve? Please

explain why.

We agree with the objectives outlined however question whether the regulatory

regime needs to be flexible.



We consider that the new regime should endorse and protect the status of
existing New Zealand certifiers. The regime should enable certifiers to set higher
standards (above the regulation) should they want to. It should also allow for
equivalency between New Zealand produced and certified imported organic
products provided the certification standards are at least equivalent to the New
Zealand regulation. Soil & Health strongly supports the Participatory Guarantee
Systems such as OrganicFarmNZ to be recognised as a credible certification

pathway.

Part 2: Options for how a new regime for organics could work

6. Do you think that a standard setting out requirements for production methods

would be best suited to organic production? Please explain why.

Yes, because organics also has environmental and sustainability outcomes, not
just food safety outcomes. Production methods are important because of the
benefits to the environment as well as end product qualities.

Issue 1: Should a new standard be voluntary?

7. Do youthink that the correct options have been identified? Are there

alternative option(s) that should be considered? Please descrrbe.

Yes, we agree that the correct options have been identified. We do not propose

any other alternatives.

8. Are there positive or negative impacts of any options that are not described?

Please describe any impacts that we’ve missed.



Cost is a significant concern to all organic growers and producers but most
especially to small scale growers and producers suppling local markets direct to
the consumers. Small-scale growers and producers are important for the support
of fresh organic products to New Zealand consumers and therefore any new
regulations which would follow adoption of a single standard must not penalise

them through unnecessary compliance costs.

The importance of genuine organic consumers expectations needs to be
considered in the structure of Standards setting/maintenance body, and
stakeholders groups. The importance of the consumer guarantee aspect of
organic regulation must be reflected in significant organic'consumer

representation, which Soil & Health has experience of.

There are a number of overseas examples of standards maintenance groups that
have been dominated by business interests that have not reflected genuine
organic consumers and licensees’ interests, for example USDA now includes an
option for ‘organic’ hydroponic production, although hydroponics by design does
not meet New Zealand organic requirements, nor organic consumer

expectations thatorganic production is soil based.

At one-consultation, it was suggested that legislation for organic regulation
would be likely be ahead of standards group representation being consulted on.
It.is therefore necessary toensure that a minimum representation outline is
included in the primary legislation to ensure organic consumers will be an

effective part of standards setting and maintenance.

If a standard became mandatory for all organic operations, what would be the

positive and/or negative impacts on you or your business?



10.

If mandatory the system should not be designed so that it constrains or prevents
alternative certification systems being developed and recognised. A mandatory
standard would be acceptable if it allowed for small scale growers and producers
to continue to function without unfair constraints and allowed the opportunity

of lower cost Participatory Guarantee System certification.

For an organic consumer guarantee with integrity, the degree of organic
consumer representation on the standards setting/maintenance group will
potentially dictate either positive or negative outcomes. Soil & Health is probably

the most visible advocate for New Zealand organic consumers.

To what extent do you support or oppose the use-of a logo to help distinguish

organic products from non-organic products? Please explain why.

We support the development of a national logo provided it can be accessed by
local and small scale market growers and producers, not just larger scale

operators that export.

Issue 2: How should we check that relevant businesses meet the standard?

11.

Do you think that the correct options have been identified? Are there

alternative option(s) that should be considered? Please describe.

We consider that the correct options have been identified.

12. Are there positive of negative impacts of any options that are not described in

the above section? Please describe any impacts that we’ve missed.

No other positive or negative options are suggested.
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13.

14.

If ongoing verification (with limited exemptions) was used to check compliance,

what would be the positive and/or negative impacts on you or your business?

As stated previously local and small-scale operators should not be
disadvantaged. Costs relating to MPI regulatory requirements in other sectors
have frequently been described as prohibitive to small businesses, and although
some changes have been made for example raw milk cheeses, there is a strong
costrecovery model in existence using high salary and travel fees. Regulation
and compliance in that context threatens small producers.ifexemptions are not

set sensitively.

Home gardeners that garden organically and would meet the National Organic
Standard, should they be commercial, must also be able to describe their home
grown produce as organic, whether sold or not. Such situations could include
A&P Show vegetable competitions or descriptions in a newspaper article.
Compliance could be by external interests checking against an affidavit or online
registration if necessary, and complaints lodged with MPI or the accredited

agency.

If some businesses were not required to be verified on an ongoing basis, what
doyouthink the criteria for exemption could be? For example, method of sale,

annual turnover, volume sold, others...

If exemptions are to be allowed, then conditions on which they are based should
be clearlydefined, for example if there are multiple companies held by a single

owner they should not be allowed to all be exempt (all should be verified).

Summary of proposals
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15. To what extend do you support this combination? Please explain why.

We strongly support the combination of Option 1C: mandatory compliance for
all relevant businesses, and Option 2C: ongoing verification, with limited

exceptions.

We support Option 1C due to the level of certainty and transparency that it
provides to both businesses and consumers about what the definition of organic
means. Under this option, whether or not a product is certified, consumers can
be sure that if it is labelled organic then it means the'same as certified organic as
both terms must meet the National Organic Standard. This is significant for
consumers who are too often sold products as organic, even though the
grower/producer is not subject to any checks that their claim is authentic. If a
producer uses the term organic to sell-their system should be able to be verified

in some way.

However, many of our members are small scale organic growers and producers
who only sell their products locally, direct to their consumers. Their growing and
production standards meet that of certification standards, yet they choose not to
become-certified due to the costs and effort involved. Some growers and
producers prefer to remain small scale and wantto keep their costs down in
order to keep their products affordable. Certification would be an extra cost that
they may not be able to meet unless they scaled up. For them to have to change
their labels from “organic” to “spray free” simply because they are not certified,
despite meeting a certification standard, would not be fair on them. We consider
that the integrity of certified organic is not compromised by these types of

growers using the term organic.
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16.

17.

Therefore, we also support Option 2C in that while all businesses that label their
products organic would need to comply with the standard, not all businesses
would be required to have their activities independently verified on an ongoing
basis, or certified. The integrity of organics would still be maintained as any
grower/producer, small or large, that defines their product as organic would be
subject to enforcement action if it was shown that they were not meeting the
standard. We also support the proposal to introduce measures that reduce
compliance costs for small scale businesses if and when needed through for

example group certification or by adjusting the audit frequency.

What changes or impacts would this combination of options involve for you

and/or your organisation?

For our members and for consumers of organic products there will be benefits as

the baseline standards will be clearly defined.

What would be your preferred combination of options? This can include any

listed options and any other possible option not listed.

We have already stated our preferred option —that being Option 1C and Option
2C.

Part 3: If needed, proposed features of empowering legislation

18.

Have the powers required to implement a new regime been correctly

identified? Are there any other components you think would be necessary?

Those already certified (BioGro NZ/Asure Quality/OFNZ/Demeter) we consider

are already following what will become the National Organic Standard —the
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19.

20.

process for how they become integrated needs to be clear and separate to those
not already certified. We consider that MPi should recognise agencies not

individuals.

As commented in Q8; At one consultation, it was suggested that legislation for
organic regulation would be likely ahead of standards group representation
being consulted on. It is therefore necessary to ensure that a minimum
representation outline isincluded in the primary legislation to ensure organic

consumers will be an effective part of standards setting and maintenance.

Do you have any comments on the range of proposed compliance and

enforcement tools?

We consider that minor non compliances should be handled appropriately and
be dependent on the level of the organic integrity of their products and the risk

to consumer expectations and health.

Do you have any other comments about the proposed legislation settings?

We consider that the legislation must allow for new certifiers and other
certification systems (that can demonstrate compliance to the National Organic
Standard) to be recognised. Legislation must include minimum requirements of
the structure of standards groups and representation and include an expectation

of GMO free food and production.

Part 4: General comments and next steps

21.

What evidence should be examined to inform further analysis of this proposal?

14












A AsureQuality

Domestically New Zealand has a system where verification of some organic standards can be deemed
compliant through self certification. Self-certification does not protect the organic sector or
consumer confidence. Certification should be done by Third Party Assessment, and all organisations
offering Third Party Assessment should meet the same accreditation requirements.

4. Do you agree this is a good opportunity to change the way organics are currently regulated in
New Zealand? In your opinion, what needs to change? Please explain why.

AsureQuality agrees with creating an opportunity to improve the way organic production and claims
to the use of the term organic is regulated.

The word “Organic” should be exclusively used with reference to organic product that is certified to a
distinct set of rules. Verification that the rules have been applied should always be validated by an
independent Third Party Agency. For example, you can purchase fruit from a roadside stall thatis
labelled “Organically grown”. There is no assurance the fruit isgrown to a distinct set of rules.

Buying imported organic product at the local supermarket also has itsissues. Of course, the
fumigation process of imported product entering NZ potentially negates any organic certification, and
the consumer is either confused or tricked into thinking they are buying certified organic product that
potentially has not maintained organic integrity. Yet labelling as “Organically grown” or “Organically
raised” portrays some form of confidence to the consumer.

By strictly protecting the term “Organic” all New Zealand producers, processors and retailers of
organic certified product would be required to maintain consumer confidence by maintaining and
following regulation.

5. Do you think that the appropriate objectives for a new organic regime have been identified?
What would you suggest a new regime should achieve? Please explain why.
AsureQuality agrees the new organic regime should meet the objectives of the five bullet points as
outlined in the discussion document.
e Consumers have confidence in the way organic products are produced, and a variety of
products-to choose from;
e Businesses have regulatory certainty to invest and innovate in organic products;
e New Zealand’s regulatory regime is effective at enabling domestic and export trade in organic
products;
e The regulatory regime has flexibility and is simple to understand and administer; and
e The costs to businesses and consumers are proportionate to the overall benefits.

Each point should be carefully considered during the process of regulation, consumer confidence
should be considered as a priority. A regulatory regime will offer some assurances.

The costof a regulatory regime to businesses should be proportionate but not to the extent that it
would discourage the maintenance and growth of small businesses, or organic production, and where
possible should align with other regulatory programmes.

Global experts in food safety and quality | www.asurequality.com






























