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7. The Ministry for Primary Industries has carried out a review of the DIRA and its 
impact on the dairy industry from May 2018 to May 2019, informed by extensive 
consultation with stakeholders and independent economic analysis. The purpose 
of the review was to ensure that the DIRA is effective at achieving its regulatory 
purpose and remains fit-for-purpose; does not create unintended consequences; 
and does not stay in place for longer than necessary.

8. The review has found that, despite Fonterra’s reduced market share, it retains 
significant market power in terms of its national scale, large market share and 
incumbency advantage. It is therefore necessary to continue regulating the 
activities of Fonterra to promote the efficient operation of dairy markets in New 
Zealand.  

 

9. However, changes to how Fonterra is regulated are needed to remove some 
regulatory requirements that are no longer necessary; support and encourage 
better environmental performance of the dairy industry; provide Fonterra with 
more flexibility to manage some aspects of its operations; and provide increased 
clarity on aspects of the regulatory regime for both Fonterra and other dairy 
industry stakeholders.

10. The Bill therefore provides a package of measures to maintain regulatory 
disciplines on Fonterra’s performance and enhance aspects of the dairy 
industry’s performance as above. It gives effect to policy decisions taken by 
Cabinet on 4 June 2019 [CAB-19-MIN-0264.01 refers].  

11. The Bill amends Subparts 5 and 5A of Part 2 of the Dairy Industry Restructuring
Act 2001 to: 

 Allow Fonterra to decline applications from dairy farmers to become 
shareholders in, and supply milk to, Fonterra when it is unlikely that the 
applicant would comply with Fonterra’s terms of supply. This is intended to 
support Fonterra’s ability to manage aspects of farmers’ on-farm 
performance more effectively and address reputational risks to Fonterra, 
and the dairy industry in general, which may arise from poor environmental, 
or other, on-farm performance. 

 Clarify that Fonterra’s terms of supply can include, and Fonterra may pay 
different prices, on the basis of, for example, environmental, animal welfare,
employment matters, and health and safety requirements. This will ensure 
that Fonterra is fully able to reward excellent on-farm performance of its 
farmer-shareholders as part of its business and strategic direction. Fonterra 
and its farmer-shareholders are expected to fully utilise the flexibility 
afforded by these amendments, including better management of discharges
and greenhouse gas emissions.

 Provide Fonterra with discretion to refuse applications for applications to 
become shareholders in, and supply milk to, Fonterra if milk is supplied 
from newly converted dairy farms. This is to enable Fonterra to better 
manage uncertainty of future milk supply that may arise from dairy 
conversions, and the associated impacts on Fonterra’s processing capacity 
and investment decisions. 
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 Clause 30 – the existing penalties and offences are applied to a new 
requirement on Fonterra to appoint one member of its Milk Price Panel on 
the nomination of the Minister.

20. MPI published a discussion paper that invited public submissions, and undertook 
an extensive public consultation process including 13 public meetings, and 22 
one-to-one meetings, with dairy processors and other key stakeholders, such as 
farmer representatives, Māori landowners and environmental NGOs.  

21. The Minister of Agriculture consulted relevant Ministers and Coalition partners. 

Binding on the Crown

22. The Dairy Industry Restructuring Act 2001 binds the Crown. 

Allocation of decision making powers

23. The draft legislation does not involve the allocation of decision-making powers 
between the executive, the courts, and tribunals. The draft legislation does not 
affect the role of the Commerce Commission in resolving disputes under the 
DIRA. 

Associated regulations

24. The Bill would amend some existing regulations and amend a regulation-making 
power. No new regulations are proposed at this time.  

Other instruments

25. No other legislative instruments are envisaged. 

Commencement of legislation

26. The Bill will come into force on 1 June 2020. 

Parliamentary stages

27. The Bill will be introduced in late August 2019, and must be passed by March 
2020 so that it can commence prior to the beginning of the new dairy season on 
1 June 2020.  

Proactive Release

28. Following Cabinet consideration the Minister of Agriculture intends to consider 
the release of this paper with certain redactions in line with the Official 
Information Act 1982. Documents that provide context to the decisions reached in
this paper have already been released on the Ministry for Primary Industries’ 
website. 
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Recommendations

The Minister of Agriculture recommends that the Committee:

1. note that the Dairy Industry Restructuring Bill (No 3) 2019 holds a category 2 
priority on the year 2019 Legislation Programme;

2. note that the Bill updates Part 2, Subpart 4 of the Dairy Industry Restructuring 
Act 2001 to recognise a change in responsibility for management of the New 
Zealand Dairy Core Database and amends Part 2, Subparts 5 and 5A of the 
Dairy Industry Restructuring Act 2001 and associated regulations to provide a 
package of measures to maintain efficiency disciplines on Fonterra and enhance 
aspects of the dairy industry’s performance;

3. agree to approve the Dairy Industry Restructuring Amendment Bill (No 3) 2019 
for introduction, subject to the final approval of the government caucus and 
sufficient support in the House of Representatives;

4. agree that the Bill be introduced on 29 August 2019;

5. agree that the Government proposes that the Bill be:

5.1 referred to the Primary Production Select Committee for consideration;

5.2 enacted by March 2020. 

Authorised for lodgement

Hon Damien O’Connor
Minister of Agriculture
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