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Repeat budget blowouts set to impact exporters
Read “Repeat budget blowouts set to impact exporters” and “Proposed updates to MPI’s Recovery for plant and forestry export certification”, then discuss and answer the following questions.

Questions
1. Explain the key factors that have contributed to repeated budget blowouts in MPI’s phytosanitary certification service. 
2. Analyse how the proposed increase in phytosanitary certificate fees could affect exporters’ short-term cashflow and operating budgets. 
3. Explain why sudden fee increases create budgeting and cashflow management challenges for exporters, particularly horticulture businesses.
4. Compare the financial impact on exporters of recovering MPI’s deficit over 13 months versus spreading it over three years.
5. Discuss the potential long-term impacts on exporters if budget blowouts and cost recovery issues continue.


Repeat budget blowouts set to impact exporters
https://www.agribusinessmagazine.co.nz/blog/repeat-budget-blowouts-set-to-impact-exporters 
Vital trade paperwork giving our plant and timber exports access to overseas markets is about to get much more expensive, and the only unknown at this stage is if the hit will be short and sharp, or slow and gradual.
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Apple exporters could pay up to $1 million more this coming year.
Ministry of Primary Industries (MPI) is the best part of three million dollars in the red for issuing phytosanitary certificates over the past two financial years alone and wants to make up that loss in 13 months, starting straight away.
That would mean the cost of getting plant products certified for sale overseas – including big-ticket export earners like kiwifruit – would more than double from $38.29 to $109.25 per certificate from 1 December.
In 2024/25, MPI issued nearly 61,000 phytosanitary certificates for plant products, the vast majority of which are fruit, vegetables, seed, grains and nuts.
The proposed immediate increase in certificate fees would cost kiwifruit exporters $751,000 and apple exporters over $1 million for the 13 months ending 31 December 2026, according to MPI. After that, plant product certificate fees would drop closer to $60 each.
The ministry released its cost recovery plan 6 October, giving respondents three weeks to feedback on a single point – whether the plan is deployed over 13 months, or three years, as is the normal policy.
At current fee rates and expenditure, the phytosanitary service will run at a loss of $7.276 million by 2027/28, the ministry says.
It has already transferred $2.818 million of deficit accumulated by the system before 30 June 2023 to NZ taxpayers via the Crown under the then Labour Government.
Nonetheless, MPI still spent $1.5 million more on phytosanitary certification than it earned for 2023/24 and closed its books for the service on an accumulated loss of $2.731 million for 2024/25.
MPI blames the continual shortfalls on less revenue caused by a temporary drop in certificate volumes in the four years to June 2024, plus rising service costs.
It says costs have risen because of inflation, and enhanced certification processes to meet the needs of trading partners. It also says increased market access activity has contributed to cost increases, as have system investments.
These investments include the 2019 launch of an electronic interface that just three years later was described in MPI tender documents as one of five ‘aging systems’ to be replaced with a completely new cloud-based technology package.
Between the years ending 2021 and 2025, MPI’s expenditure on total plant and forestry export certification rose 36 per cent from $2.424 million to $3.301 million, or approximately seven per cent a year.
It says expenditure will rise a further 15.9 per cent to $3.826 million by 2027/28, most of which is related to MPI personnel. The service had 13.36 full-time equivalent employees in 2021/22, compared with 15.28 in 2024/25.
Personnel and overhead costs for 2025/26 are forecast to be $322,000 higher than 2024/25, a rise of 18 per cent in 12 months.
“The increasing personnel and overhead cost are due to increased effort required by MPI staff to maintain current levels of servicing,” it says.

Answers
1. Explain the key factors that have contributed to repeated budget blowouts in MPI’s phytosanitary certification service.
Several factors have driven repeated budget blowouts in MPI’s phytosanitary certification account:
· Revenue shortfalls: There has been a temporary drop in certificate volumes from about 2019/20 to 2023/24, meaning MPI collected less fee revenue than forecast, contributing to operating losses. 
· Rising service costs: Expenditure on total plant and forestry export certification climbed from $2.424 million in 2021/22 to $3.301 million in 2024/25, a 36 % increase driven mainly by inflation and higher regulatory requirements. 
· Inflation and increased obligations: Cost drivers include general inflation (CPI up ~57 % from 2007 to 2025) and enhanced certification processes required by trading partners, which involve more complex checks and documentation. 
· System and market access investments: MPI has invested in digital systems (like the Tahora interface) and market access activities, which raise ongoing maintenance and operational costs. 
· Deficit carryover: The account has accumulated significant deficit balances, including a $2.818 million deficit transferred to taxpayers, and continues to run at a loss (a $1.228 million deficit in 2024/25 alone). 
Together, these factors have meant that costs have risen faster than fees collected, leading to ongoing budget blowouts.

2. Analyse how the proposed increase in phytosanitary certificate fees could affect exporters’ short-term cashflow and operating budgets.
The proposed fee increase, from $38.29 to $109.25 per certificate effective from 1 December would more than double the cost of phytosanitary certification needed to export plant products. 
· With MPI issuing nearly 61,000 certificates in 2024/25, this jump could significantly increase export costs. 
· For kiwifruit exporters, this means an estimated $751,000 in extra charges over 13 months.
· For apple exporters, the cost could rise by over $1 million in the same period.
These increases reduce exporters’ available cash for other operating costs by increasing their variable expenses, potentially tightening short-term budgets. For horticulture businesses that operate on relatively thin margins or depend on bulk shipping, this extra outlay could affect decisions about production levels, marketing, and investment in future capacity.



3. Explain why sudden fee increases create budgeting and cashflow management challenges for exporters, particularly horticulture businesses.
Sudden fee increases create challenges because:
· Unplanned costs: A jump from $38 to over $109 per certificate is unanticipated, making it hard to forecast expenses accurately in annual budgets.
· Timing pressure: MPI’s proposal to recover the deficit over 13 months (instead of the usual three years) means most of the cost hit would be concentrated in a short timeframe, intensifying cashflow pressure. 
· Seasonal cashflow variability: Horticulture cycles mean cash revenue is often concentrated around harvest and export seasons, so unexpected fee increases can coincide with periods when cash is already stretched.
· Impact on pricing and competitiveness: If exporters pass costs on to buyers, this may reduce competitiveness in global markets; if they absorb the costs, profits shrink.
In short, sudden cost increases disrupt planning and can force businesses to divert funds from growth or operational cushions just to cover baseline export compliance costs.

4. Compare the financial impact on exporters of recovering MPI’s deficit over 13 months versus spreading it over three years.
· 13-month recovery: Exporters would pay the bulk of the deficit cost quickly, meaning larger short-term cash outflows. For example, if fees jump to $109.25 immediately and remain high for only 13 months, exporters absorb significant costs upfront but then return to lower ongoing rates sooner. 
· This may cause more acute cashflow strain, particularly for smaller exporters or those with concentrated seasonal sales.
· Three-year recovery: Spreading the deficit over three years would mean more gradual increases in fees, easing year-to-year budgeting and reducing immediate cashflow impact.
· Exporters could plan incremental cost increases into their budgets rather than facing a large one-year spike.
Economically, the three-year option is likely more manageable and predictable, smoothing the cost burden over time and reducing the risk of short-term financial stress for exporters.

5. Discuss the potential long-term impacts on exporters if budget blowouts and cost recovery issues continue.
If budget blowouts and irregular cost recovery continue:
· Reduced profitability: Persistent higher export certification costs could shrink profit margins, especially for lower-value crops or highly competitive markets.
· Competitiveness risks: New Zealand exporters already face tight global competition. Higher compliance costs relative to competitors in other countries could make New Zealand products less price competitive.
· Barrier to market access: If MPI’s systems and fees fail to keep pace with global trading partner requirements, market access could be jeopardised. Reliable certification is a prerequisite for many markets. 
· Business planning uncertainty: Ongoing fee volatility undermines confidence and makes long-term investment decisions e.g., orchard expansion or crop diversification riskier.
· Pressure on smaller exporters: Smaller businesses may find consistent compliance costs disproportionate to revenue, possibly discouraging entry into export markets or leading some to exit.
If not addressed proactively, structural budget and fee-setting issues could erode exporter viability, particularly in sectors like horticulture that rely heavily on phytosanitary certification.
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