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In Confidence 

Office of the Minister for Food Safety 
Cabinet Economic Development Committee 

Proposals to strengthen regulatory oversight of inhibitors used in agriculture 

Proposal 

1. This paper seeks Cabinet’s agreement on proposals to change the regulatory
oversight of inhibitors used in agriculture by defining them as agricultural
compounds or veterinary medicines under the Agricultural Compounds and
Veterinary Medicines Act 1997 (ACVM Act).

Relation to government priorities 

2. Inhibitors are important tools for our primary producers to improve
environmental sustainability, including reducing greenhouse gas emissions and
improving water quality. Inhibitors support the progress of the ‘Action for
healthy waterways’ package and are a key component in the Climate Change
Response (Zero Carbon) Amendment Act 2019.

Background 

3. ‘Inhibitors’ are compounds used in agricultural production to modify certain
biological and/or chemical processes in order to mitigate environmental and/or
climate change impacts. Examples include a nitrogen inhibitor used in dairy
farming to reduce leaching losses, or a methane inhibitor to reduce ruminant
methane emissions.

4. Inhibitors are still relatively novel with a small number of products currently in
the market and a limited history of use locally and abroad. They are widely
considered to hold significant promise in reducing greenhouse gas emissions
and nitrogen leaching into waterways.

5. Most inhibitors are currently regulated under the Hazardous Substances and
New Organisms Act 1996 (HSNO). However, HSNO does not manage food
safety or trade risks arising from chemical residues, animal and plant safety,
dietary exposure or efficacy. These are covered by the Agricultural Compounds
and Veterinary Medicines Act 1997 (ACVM Act).

6. Agricultural compounds as defined under the ACVM Act cover a wide range of
products including animal feeds and pet food, pesticides, veterinary medicines,
vertebrate toxic agents, and fertilisers, but do not specifically cover inhibitors.PROACTIVE R
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The ACVM Act 
 
7. The purpose of the ACVM Act is to prevent or manage the risks associated with 

the use of agricultural compounds and veterinary medicines, including risks to 
public health, trade in primary produce, animal welfare, and biosecurity. A 
further purpose of the ACVM Act is to ensure that the use of agricultural 
compounds do not result in breaches of domestic food residue standards.  

 
8. The ACVM Act manages actual and potential risks from the use of chemicals in 

agricultural production, by providing for agricultural chemical products to be 
registered with MPI. Registration of these products requires a technical 
assessment by MPI to determine the safety of the product.  

 
9. The ACVM Act does not specifically cover inhibitors of concern. There is still 

limited understanding of their effectiveness, effective and safe application 
(particularly in New Zealand conditions), and what if any risks they pose to food 
safety (e.g. through chemical residues), animal or plant safety and human 
dietary exposure (food safety). Among farmers, this uncertainty may result in a 
reluctance to invest in and use inhibitors. 

 
10. This uncertainty may also create risks to trade, where trading partners have 

concerns about risks associated with the use of inhibitors in food production. An 
example of this occurred in 2012, when very low levels of the nitrification 
inhibitor dicyandiamide (DCD) were detected in processed milk. Although the 
level of DCD was not considered to pose a food safety risk, its detection 
resulted in consumer concerns and reactions from some importing countries 
that adversely affected dairy trade. In response, the fertiliser industry agreed to 
voluntarily suspend commercial sales of DCD. Sales of this product remain 
suspended. 

 
Proposal to regulate inhibitors under the ACVM Act 
 
11. I propose to strengthen the regulation of inhibitors by regulating them under the 

ACVM Act. This will require defining them as an agricultural compound or 
veterinary medicine via an Order in Council. The change will provide certainty 
for the primary sector and mitigate risks to trade and food safety. 
 

12. Non-regulatory solutions would not result in sufficiently rigorous and consistent 
assessment of inhibitors, which is needed to provide confidence about product 
safety. Lack of confidence also increases risk of disruption to export trade, 
especially as many foreign governments will not accept non-government 
assurances about product safety.   

 
13. A number of submitters indicated that, while inhibitors can offer some useful 

benefits in reducing emissions from ruminant animals and nitrogen leaching 
into waterways, uptake has been low until now. In part this is because of the 
lack of regulatory oversight and uncertainty about their safe use among 
farmers.  
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20. MPI received 27 submissions from industry organisations, businesses and
individuals (summarised in Appendix One). Submissions to the discussion
paper overwhelmingly supported changing the regulation of inhibitors (option
3). Such a change would require:
20.1 defining an inhibitor as an agricultural compound or veterinary medicine

under the ACVM Act; 
20.2 providing a transition period to enable continued use of inhibitor products

currently on the market; and 
20.3 providing guidance on how inhibitors will be assessed.

21. Submissions to the discussion documents preferred the approach to defining
inhibitors  as substances that impact the processes of nitrification,
denitrification, ammonia volatilisation, urase products or methanogenesis.

22. Section 78 of the ACVM Act requires that before recommending making an
Order in Council, consultation must be undertaken with persons involved in the
importation, manufacture, sale or use of the agricultural compounds or
compounds that may be affected. MPI publicly consulted on the proposed
changes through a discussion paper.

23. MPI also engaged with the ACVM Advisory Council (AVMAC), which consists of
industry groups, producer sectors involved in the sale or use of agricultural
compounds, and a consumer representative. AVMAC’s purpose is to provide
balanced advice to MPI on matters relating to the regulatory control of
agricultural compounds and veterinary medicines. AVMAC supported the draft
proposals in the draft discussion document they considered.

Financial Implications 

24. There is no net fiscal impact from this proposal, as registration of products
under the ACVM Act is fully cost recovered. Total costs that will be charged to
suppliers seeking registration are not known as these will depend on (a) the
number of products seeking registration (unknown) and (b) the time required for
MPI to assess them (highly variable, but can range up to tens of thousands of
dollars). There may be an initial impact on MPI having to assess many new
product applications, but the amount is unknown. MPI will cover the initial
impact of developing guidance and assessing new inhibitors entirely from cost
recovered funds.

Legislative Implications 

25. An Order in Council is required to define inhibitors as agricultural compounds,
and the Parliamentary Counsel Office (PCO) will be instructed to draft this
order.PROACTIVE R
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26. PCO can base the drafting of the definition of inhibitors as agricultural
compounds on the outcomes-based approach in the discussion document. This
definition would define inhibitors as substances used to mitigate environmental,
sustainability and/or climate change impacts by amending the definition of
agricultural compounds to include:
• “Any substance, mixture of substances, or biological compound, used or

intended for use in the direct and/or indirect management of plants or
animals, or to be applied to the place, feed or water on or in which there
are plants or animals, for the purposes of – mitigating environmental,
sustainability, and/or climate change impacts.”

Regulatory Impact Statement 

27. The MPI Regulatory Impact Analysis Panel has reviewed the Regulatory Impact
Statement ‘Strengthening the regulation of inhibitors used in agriculture’
produced by MPI and dated 15 July 2020. The review team considers that it
meets the quality assurance criteria.

28. The review team notes that the evidence presented on the nature and size of
the problem is limited, which raises uncertainty about the need for the proposed
regulation of inhibitors. However, the Impact Statement clearly identifies
significant risks with non-regulation, or with industry stewardship alone,
including risks to human, animal and plant health and to trade disruption, as
well as identifying benefits, such as better environmental outcomes. There was
also almost full support for the preferred option from submitters on the
discussion document. Overall we are satisfied that the proposed preferred
option is appropriate to address the stated problem.

29. The Regulatory Impact Statement is attached as Appendix Two.

Climate Implications of Policy Assessment 

30. The Ministry for the Environment has been consulted and confirms that the
Climate Implications of Policy Assessment (CIPA) requirements do not apply to
this proposal as the emissions impact is unable to be quantified due to
insufficient activity and efficacy data.

31. The impact of this proposal on net emissions is uncertain. However, this
proposal will potentially support future consideration of emissions from the
agriculture sector by regulating inhibitor chemicals used in agriculture that
mitigate climate change impacts. The regulatory change proposed will likely
help to develop a stronger evidence base of the emissions impact of these
types of products as the efficacy of these products will be assessed as part of a
registration process. The Ministry for the Environment expects that greenhouse
gas analysis will be carried out once this data is available. The climate impacts
of this regulatory change are likely, in time, to be reflected in New Zealand’s
Greenhouse Gas Inventory.
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Population Implications 

32. There are no impacts on specific population groups from this proposal.

Human Rights 

33. There are no implications under the New Zealand Bill of Rights Act 1990 or the
Human Rights Act 1993.

Departmental Consultation 

34. The following government departments were consulted in the development of
this paper: Ministry for the Environment (Environment); Environmental
Protection Agency (Environment); The Treasury (Finance); Te Puni Kōkiri
(Maori Development); Ministry of Business, Innovation and Employment
(MBIE); Ministry of Foreign Affairs and Trade (MFAT); and the Department of
the Prime Minister and Cabinet.

Communications 

35. MPI will provide guidance to applicants regarding the data requirements for
registering inhibitors, which will be comparable to existing requirements for all
other agricultural compounds that must be registered.

36. A summary of submissions to the discussion paper has been prepared
(Appendix One) and will be published on MPI’s website.

37. I intended to release a media statement following Cabinet decisions. This will
provide the primary sector and public with certainty on the direction of travel.

Proactive Release 

38. 30 days following Cabinet consideration, I intend to proactively release this
paper and the Regulatory Impact Statement in full.
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Recommendations 

The Minister for Food Safety recommends that the Committee: 

1. Note that the current regulatory framework for inhibitors under the Hazardous
Substances and New Organisms Act 1996 does not adequately manage risks
to trade from residues, human and animal safety, dietary exposure or efficacy;

2. Note that public consultation was undertaken between February and April 2020
on proposed changes to strengthen the regulation of inhibitors used in
agriculture and almost all submissions supported regulation under the
Agricultural Compounds and Veterinary Medicines Act 1997 (ACVM Act);

3. Agree to strengthen the regulation of inhibitors used in agriculture by defining
inhibitors used in agriculture as agricultural compounds or veterinary
medicines, causing them to be regulated under the ACVM Act;

4. Authorise the Minister for Food Safety to issue drafting instructions to the
Parliamentary Council Office for an Order in Council to implement the above
policy decision;

5. Agree to release an exposure draft of the amended ACVM Regulations to the
ACVM Advisory Council (AVMAC) to satisfy the consultation requirements (of
the Act) for an Order in Council;

6. Authorise the Minister for Food Safety to make final decisions on minor and
technical issues and make changes consistent with the policy intent described
in this paper on any issues that arise during the drafting process.

Authorised for lodgement 

Hon Dr Ayesha Verrall 
Minister for Food Safety

PROACTIVE R
ELE

ASE 



Sub20-0017 Page 1 of 2 
Appendix One 

Appendix One: Summary of submissions 

A discussion document outlining options for regulation of inhibitors was published by 
MPI in February 2020 (see https://www.mpi.govt.nz/news-and-
resources/consultations/the-regulation-of-inhibitors-used-in-agriculture/), with 
submissions closing in April 2020. 

There were twenty-seven submissions received (plus one informal response which 
did not address the questions in the discussion document). Submitters represented: 
• primary producers, processors and exporters
• fertiliser and agricultural chemical suppliers
• industry organisations representing the above businesses
• public sector entities engaged in agricultural research, animal welfare and

environmental policy.

Submitters generally supported increased regulatory oversight 

All except one submitter, from across the spectrum of stakeholder interests, agreed 
with MPI’s proposal that inhibitors should be brought within the ambit of the ACVM 
Act 1999 by classifying them as ‘agricultural compounds’.  They stated that the 
current lack of regulatory oversight results in reputational risks for exports, and that 
uncertainty about safety and efficacy may discourage use of inhibitor products.  The 
DCD incident was frequently cited as an example of the risks arising from lack of 
regulation of inhibitors.  

There was however a diversity of views on the detail of regulation, on matters such 
as the definition of inhibitors, transitional provisions and legal requirements re 
product efficacy. 

An outcomes-based or prescriptive definition? 

There was a general preference for a definition of inhibitors that focuses on 
outcomes such products will deliver, rather than a more prescriptive one specifying 
chemical processes that they would modify.  A number of submitters stated that 
MPI’s proposed definition is too general; and several suggested calling these 
products ‘environmental impact mitigators’.   

How long for a transition period? 

The main concern about the transition to a new regime is how inhibitors already in 
use should be treated; whether they should be allowed a transitional period of two 
years to gain registration, during which time they could continue to be used (MPI’s 
proposal); or whether a longer period would be required, with a number of submitters 
proposing a transitional period of up to five years. PROACTIVE R
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Submitters see a need for scientific evidence of efficacy 

There was a wide variety of views about whether there should be legal requirements 
for MPI to verify the efficacy of inhibitors, i.e. the environmental effects claimed by 
suppliers (in addition to MPI assessing risks to plant/animal/human health). 

The majority view was that there should not be a minimum level of efficacy required 
for inhibitor products, given the wide range of potential effects which cannot be easily 
reflected in a single standard.  However, among both those submitters that 
supported and opposed a minimum level, there was agreement that products should 
be required to validate claimed benefits with scientific evidence. 
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  Appendix Two 

Appendix Two: Regulatory Impact Assessment 
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It is also expected that the proposed regulatory process would provide farmers with 
confidence that the products can be used properly and safely.  This would result in greater 
uptake, with benefits including reduced emissions and nitrogen leaching into waterways 
Almost all submitters responding to the discussion document agreed with this option. 

This approach is consistent with the recommendations in the Cabinet paper. 
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In addition, as the use of inhibitors is essentially a commercial decision by famers and 
suppliers, it is necessary to include a third objective -  

3. Cost effectiveness  

• any costs imposed on users and suppliers of inhibitors should be no more than is 
necessary to achieve intended outcomes, and proportionate to benefits. 

These objectives are reflected in the evaluation criteria in section 3.2 below (with ‘risk 
management’ split into three criteria according to different dimensions of risk).   

A preliminary assessment suggests that the first two objectives are broadly consistent – 
that is, an improvement in either (or any dimension of either) is generally associated with 
an improvement (or no negative impact) in the other – but the key trade-off is between 
these two objectives and the potential costs imposed.  

That said, any increase in risk  could potentially lead to major costs 
to users if the risks were realised, and trade disrupted and/or major remedial actions 
(eg product recalls) required. 

  

S 6 (a)
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determined certain inhibitors could be more appropriately managed by such an exemption, 
then the ACVM Regulations can be amended to include them.  Alternatively, if they still 
require registration, reduced data requirements could established for this.  
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