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1 [bookmark: _Toc228966438]Recommendations and key findings
In accordance with the 2022 Agriculture Ministers Meeting decision on pet food safety (AMM OOS 07), the Agriculture Senior Officials Committee Pet Food Working Group (the working group) have commissioned a cost benefit analysis (CBA) of policy options to manage pet food safety in Australia. This CBA was undertaken by an independent economic consultant, Marsden Jacob Associates and was informed by input from a broad range of government, industry and community stakeholders as well as previous reviews on pet food safety including the 2018 Senate Rural and Regional Affairs and Transport References Committee Inquiry on ‘Regulatory approaches to ensure the safety of pet food’ and the 2021 report of the Pet Food Review Working Group.
[bookmark: _Toc228966439]Key Findings
This report presents the outcomes of the CBA and the associated findings and recommendations of the working group informed by the CBA and previous reviews on pet food safety. The key findings of this report are summarised below.
The management of pet food safety currently follows a self-regulation model. Pet food businesses are incentivised to produce safe and high-quality pet food products to avoid reputational and financial risks in a highly competitive operating environment.
Most pet food sold in Australia complies with the voluntary Australian Standard for Manufacturing and Marketing of Pet Food (AS5812).
While there have been pet food safety incidents in Australia, based on current data available pet illnesses and deaths from pet food affects an extremely small fraction of Australian pets. There is estimated to be 11.2 million cats and dogs in Australia with current data estimating approximately 37 pet deaths and 331 illnesses annually. However, data to estimate the number of affected pets is severely limited. It is also very difficult to link pet food as the definitive cause of illness or death. 
A CBA has been undertaken of five policy options to manage pet food safety in Australia, along with a base case (continue as is) option. The CBA found:
· The cost of implementing policy options for managing pet food safety in Australia ranges from $5m to $33m over the 20-year analysis period.
· The policy options mandating a pet food safety standard would need to reduce pet food related pet deaths and illnesses by at least 23% to achieve a net benefit, with some options needing a reduction of over 50%.
· Establishing a major or serious event response framework without a mandatory standard would need to reduce pet food related pet deaths and illnesses by at least 9% to achieve a net benefit.
· Establishing a government incident reporting, complaints handling and investigation function without a mandatory standard would need to reduce pet food related pet deaths and illnesses by at least 31% to achieve a net economic benefit.
No analyses or studies could be found that could estimate a ’reasonable’ efficacy range for the policy options considered in the Australian context. The only research of relevance estimated a 1.8% to 24% reduction in the risk of pet illness and death from specific reforms to pet food safety in the US, although it relied on expert opinion rather than data.
There is little to no verifiable evidence on the impact of government action on reducing the number of pet food related pet deaths or illnesses, including international experiences. The evidence of the current AS5812 standard having reduced pet food safety incidents in the past is inconclusive. Many previous pet food safety incidents in Australia have occurred in relation to products that comply with AS5812 or an equivalent international standard.
Pet food businesses who are not part of the Pet Food Industry Association of Australia (PFIAA) and do not undertake voluntary audits would be most financially impacted by the policy options 2, 3 and 4. These businesses include a significant number of small to medium pet food manufacturers and importers.
Subject to any business support measures and funding mechanisms, the costs from the policy options are likely to the barriers to entry for new pet food businesses.
It is unclear how the policy options would impact the price of pet food as this will depend on the implementation and funding mechanisms of the policy options. However, the price of pet food produced by PFIAA members (who produce 60-80% of pet food sold in Australia) would be unlikely to significantly increase.
[bookmark: _Toc228966440]Recommendations
Based on the report’s key findings, the working group recommends that the cost benefit analysis of proposed policy options for pet food safety in Australia does not provide sufficient evidence to justify a regulatory approach to manage pet food safety in Australia at this time. Therefore, management of pet food safety should continue with current arrangements.
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The working group discussed potential non-regulatory activities that could aim to improve monitoring, data collection and consumer awareness regarding pet food manufacturing and marketing standards (such as government funded data collection and public communications). However, these activities would require additional dedicated resourcing and funding because they may not be absorbed into or covered by existing programs or activities. Given the results of the CBA, the limited data on pet food safety incidents and the limited evidence that such activities would reduce the number or severity of pet food safety incidents, there is insufficient evidence to recommend government lead these activities at this time.
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2 [bookmark: _Toc228966441]Introduction
Most Australian households own at least one pet cat or dog. In 2021, there were an estimated 11.2 million pet cats and dogs in Australia, with 47% of Australian households owning a dog and 30% owning a cat (Animal Medicines Australia, 2021). Purchasing pet food is an essential part of owning a pet and an integral element to ensuring pet health. On average, Australian pet owners spend approximately $1,800 on pet food for dogs and $1,500 on pet food for cats, which comprises the largest component of pet-related costs. Reflecting this, the wholesale value of the Australian pet food industry in 2021-22 was $3.0 billion and this is expected to grow year-on-year.
The manufacture and import of pet food in Australia operates under a self-regulatory model with a voluntary industry standard that sets out manufacturing and labelling processes to ensure pet food safety – the Australian Standard for the Manufacturing and Marketing of pet food (AS5812). Although AS5812 is voluntary, the peak industry body, the Pet Food Industry Association Australia (PFIAA), requires manufacturing members to comply with it.
Over the past few decades, there have been a number of significant pet food safety incidents in Australia causing illness and death in cats and dogs. For example, in 2018, there were reports that over 100 dogs fed the same brand of AS5812 compliant dog food had developed megaoesophagus, a serious and untreatable disease. A study by the University of Melbourne confirmed the disease was associated with the pet food brand although it could not determine the primary cause of the disease, which was likely to be multifactorial.  
2018 Senate Inquiry and Pet Food Review Working Group report
In response to the 2018 megaoesophagus outbreak, Commonwealth, state and territory Agriculture ministers established a Pet Food Review Working Group (PFRWG) comprising of industry, community and government representatives to review the health and safety of the current pet food system in Australia. At the same time, the Senate Rural and Regional Affairs and Transport References Committee undertook a public inquiry on regulatory approaches to ensure the safety of pet food.
The Senate inquiry received 151 public submissions and considered two petitions tabled in Parliament (Petition No. 864, which was coordinated by Mrs Christine Fry and Mr Peter Fry and contained 81,021 signatures and Petition No. 865, which was collected by consumer group CHOICE and contained 14,500 signatures). Based on these submissions and its findings, the Senate inquiry made a range of recommendations centred around updating AS5812 and making it mandatory, improving labelling requirements and strengthening reporting, investigation and recall management. The Australian Government response to the Senate inquiry was released in 2021 which agreed to some but not all of the recommendations.
The PFRWG review drew on the Senate inquiry’s findings and recommendations to identify a range of non-regulatory and regulatory options to manage pet food safety in Australia. However, it did not recommend a preferred option to manage pet food safety in Australia. 


Cost benefit analysis and report to Agriculture ministers
Upon consideration of the final report of the PFRWG review, Agriculture ministers agreed that a cost benefit analysis of the policy options identified by the report was needed before a decision could be made on a way forward. This report incorporates this cost benefit analysis and presents the key findings from this analysis, with the aim of informing Agriculture ministers in deciding on an approach to manage pet food safety in Australia.
The Commonwealth Department of Agriculture, Fisheries and Forestry (DAFF), in consultation with relevant state and territory agencies, engaged Marsden Jacob Associates (MJA) to independently undertake the cost benefit analysis of policy options to manage pet food safety in Australia. MJA worked closely with DAFF, states and territories, other relevant Commonwealth agencies, the Pet Food Industry Association, RSPCA and the Australian Veterinary Association to undertake the cost benefit analysis. The final report of the cost benefit analysis is provided at Appendix B and is summarised in Section 4.
Although many Australian households own many types of pets including cats, dogs, birds, fish and reptiles, the cost benefit analysis and this report is focused on pet cats and dogs and as such, a ‘pet’ in these documents refers to a pet cat or a dog. In addition, ‘pet food’ in these documents is intended to refer to manufactured ready-to-eat food products sold for cats and dogs and does not include constituent ingredients (e.g. raw meat) that are not sold as ready-to-eat. 
[bookmark: _Toc228966442]Pet food safety in Australia
According to the IBIS report Pet food production in Australia from 2022, there are 140 domestic pet food production businesses operating in Australia, which together had revenue of $3.0bn in 2021-22. The majority of pet food produced by these businesses are sold in Australia through retailers, wholesalers and pet stores, with some products exported overseas. Three large companies, each with accreditation to AS5812, account for approximately two-thirds of domestic pet food production. In addition, there are approximately a further 131 cat and dog pet food importing businesses in Australia. Imported pet food sold in Australia accounts for approximately 17% of domestic demand and this is expected to increase into the future.
The pet food industry in Australia is highly competitive, with competition based primarily on price and quality. The level of competition in the industry is growing, with strong competition from imports (particularly low-priced private-labelled pet food sold in supermarkets) and from owners preparing pet food at home. Larger pet food manufacturers are often able to utilise economies of scale to increase their cost competitiveness. There are substantial barriers to entry for new businesses due to the high level of competition and the need to acquire industrial-grade food processing facilities and equipment that favours production at large scale. New businesses tend to focus on niche markets, which target consumers who are willing to pay a premium for pet food.
[bookmark: _Toc228966443]Current self-regulatory model
The management of pet food safety in Australia currently follows a self-regulation model to ensure pet food sold in Australia is safe for pets.
Under this model, manufacturers and importers of pet food are incentivised to produce safe pet food products to avoid reputational and financial risks in a highly competitive operating environment. Given pets are often treated as family members in many Australian households, consumers are highly sensitive to any actual or perceived issues with the quality and safety of pet food. Furthermore, consumers are generally able to change their pet food choices relatively easily, with a broad variety of pet food brands and products sold in Australia and most major retailers in Australia offering refunds to consumers if they are unhappy with a pet food purchase. As such, pet food businesses are sensitive to any threats to their reputation and invest in processes, systems and facilities to ensure their pet food products are safe.
In addition, the Australian consumer protection framework provides consumers of pet food products with further protections. Under the Competition and Consumer Act 2010 (CCA), pet food products must meet certain consumer guarantees. For example, the CCA prohibits misleading and deceptive conduct and entitles consumers to a remedy (e.g. a refund, repair or replacement). The CCA also has a product safety framework to ensure consumer products, including pet food, are safe for humans. The Australian Competition and Consumer Commission (ACCC) administers the CCA and manages any incidents through their consumer complaints function.
For completeness, the Commonwealth, through DAFF, is also responsible for regulating the import and export of pet foods under the Biosecurity Act 2015 and Export Control Act 2020 respectively. However, these responsibilities are limited to the management of biosecurity risks associated with imported products and providing certification for exporting products to meet importing country requirements. Where an importing country requires an Australian exporter to comply with AS5812, DAFF certifies compliance by overseeing a third-party accreditation system in partnership with the PFIAA. 
Australian Standard for Manufacturing and Marketing of Pet Food (AS5812)
There is a voluntary Australian Standard for the Manufacturing and Marketing of Pet Food (AS5812), which was developed and has been subsequently updated through the Standards Australia review process (see below). The Standard was developed to enable Australian pet food to be exported to countries that require export certification and as such, is equivalent to pet food safety standards in many other countries. This standard sets out specific requirements for the production and supply of pet food, including the sourcing, receival and storage of ingredients, additives and preservatives, processing, heat treatment, labelling, and recall processes for pet food. The standard is intended to reduce the risk of pet food safety incidents and has been strengthened over time in response to pet food safety incidents, drawing on strong cooperation between key stakeholders including the PFIAA, RSPCA and AVA. 
Most pet food sold in Australia is compliant with AS5812. This is because all of the PFIAA’s members are accredited as compliant with AS5812, and although PFIAA members only make up 11% of all business selling products in Australia, they produce 60-80% of the pet food sold in Australia by volume. 
Copies of AS5812 are available for download from Standards Australia’s website for a fee. Any business can download and arrange to be accredited as compliant with the standard.  Furthermore, any certification body accredited through the Joint Accreditation System of Australia & New Zealand can undertake a certification and accreditation process to be able to accredit businesses as being compliant with AS5812. However, given the voluntary nature of the Standard, we understand that PFIAA members are currently the only businesses that have been accredited and the PFIAA are currently the only entity arranging accreditation through a third party.
Standards Australia process for developing and reviewing the AS5812 standard
Standards Australia has worked closely with the PFIAA to develop and review the AS5812 standard. As Australia’s standards body, Standards Australia adheres to Standardisation Guides that sets the framework for standards development, which is based on three internationally recognised principles: openness and transparency of process, consensus and balance of representation. Information on the specific process for standards development can be found here.
For the AS5812 standard, Standards Australia has convened a technical committee to oversee the development of the standard and any revisions. The committee has representation from a broad range of state, territory and federal government bodies (e.g. DAFF, APVMA, PrimeSafe Victoria, NSW Food Authority), as well as industry (e.g. PFIAA, National Retail Association Australia) and consumer groups (e.g. RSPCA, Consumers Federation of Australia, AVA).
The AS5812 standard is reviewed every five years to ensure it continues to be fit-for-purpose and addresses any emerging issues. These reviews have resulted in updates over time to address known issues in the manufacturing and labelling of pet food in response to pet food safety incidents (for example, minimum thiamine levels in cat food in response to a 2017 pet food safety incident with at least 20 deaths). In this way, the AS5812 standard has enabled the adoption of improvements to manufacturing and labelling processes to address known pet food safety risks across multiple pet food manufacturers. 
The standard recently completed a review and as part of the review process, a draft of AS5812 was open to the public for comment between 8 May 2023 to 10 July 2023. This allowed the public to put forward improvements for consideration. 
Reporting mechanisms 
As part of the self-regulatory model, there is a pet food safety incident reporting system in Australia, Pet Food Adverse Event System of Tracking (PetFAST). PetFAST was set up in 2011 to detect pet food safety incidents and direct responses by the Australian Veterinary Association (AVA). PetFAST is a voluntary system accessible to veterinarians to report pet illnesses and deaths suspected of being associated with pet food. Systematic recording of pet food safety incidents in a database (via PetFAST) was introduced in 2018.
In addition, some members of the public have used social media to create forums (e,g, Facebook) to share concerns or complaints about pet food safety incidents. Consumers can also directly report their pet food safety concerns to their retailer, manufacturer, importer or the PFIAA. The PFIAA assists consumers in contacting pet food businesses as well as providing funds to support testing of pet food products suspected of causing pet food safety incidents. These mechanisms enable businesses to respond to potential pet food safety issues to avoid reputational risks associated with a safety incident and manage potential financial impacts from products being returned.
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Pet food safety incidents
While most pet food sold in Australia is safe and of high quality, over the past decade, there have been a number of pet food safety incidents. The PFRWG identified 17 incidents over this period, which were reported to the PFIAA and in the media. Major incidents include:
In 2017, there were 300 suspected cases of thiamine deficiency in cats linked to a brand of imported cat food.
In 2018, over 100 dogs fed the same brand of Australian manufactured dog food developed megaoesophagus, a serious and untreatable disease. This product complied with AS5812.
Since records of incidents were systematically kept by the PFIAA, there were approximately 37 reports of pet food safety incidents made to the PetFAST system on average each year. From these incidents, there were on average 3.7 pet deaths and 33.1 pet illnesses requiring veterinary care every year.
Given the nature of the current PetFAST system, there is likely to be significant underreporting of incidents into that system (see Section 2.2.2 below). Assuming the actual number of pet food deaths and illness recorded on PetFAST is underreported by 90%, it is estimated that there were 37 pet deaths and 331 pet illnesses requiring veterinary care resulting from pet food safety incidents in Australia every year. For completeness, it is noted that there is insufficient information available to determine any trends in relation to pet food safety incidents in Australia over time.
Pet food safety incidents can and have had serious impacts on pet owners and their households. These impacts can be exacerbated if the dogs affected are a class of working dogs such as assistance, biosecurity, farm or police dogs. The Senate Inquiry heard evidence of significant emotional distress by affected pet owners when their pets were sick or died due to a suspected pet food safety incident. Other impacts on pet owners’ day-to-day lives include additional time and financial costs spent preparing food, monitoring their pet’s movements and visiting veterinarians. For example, one submitter to the Senate inquiry was taking his dog “daily to the vets to keep him hydrated, as he couldn’t keep down food or water”[footnoteRef:2] after being diagnosed with megaoesophagus. [2:  See Submission 9 to the 2018 Senate Rural and Regional Affairs and Transport References Committee inquiry report on Regulatory approaches to ensure the safety of pet food.] 

Difficulties in determining the number and frequency of pet food safety incidents in Australia
[bookmark: _Ref445985062][bookmark: _Toc409769199]As noted in Section 2.1.2, the current pet food safety incident reporting system in Australia, PetFAST, enables veterinarians to report incidents, using their expertise to assess whether reports need to be made. While pet food safety incidents reported to PetFAST are systematically recorded, it is likely that PetFAST does not capture all pet food safety incidents that occur. This is because:
· There is limited awareness of the system among veterinarians and pet owners, although the AVA and PFIAA have undertaken activities to promote and raise awareness of the system.
· While pet owners may ask their veterinarian to report an incident to PetFAST, there are barriers to doing so. The system relies on pet owners raising pet food safety concerns with veterinarians or veterinarians suspecting food as a cause in differential diagnosis and veterinarians choosing to report incidents on PetFAST.
Pet owners cannot access PetFAST themselves. If a pet owner wants to report a pet food safety incident to PetFAST, they would need to visit a veterinarian at their own cost and ask them to make a report on PetFAST. These cost and time requirements are particularly relevant for mild pet food safety incidents that may not require veterinary intervention.
There are barriers for veterinarians to make a report on PetFAST including limited awareness of the system and the process for logging a report on PetFAST. For example, some submissions to the 2018 Senate inquiry[footnoteRef:3] described the process of logging a report on PetFAST as ‘extremely onerous’ and that the potential costs and time associated with obtaining data required for the report was a barrier for some vets to lodge a report. [3:  See page 71 of the 2018 Senate Rural and Regional Affairs and Transport References Committee inquiry report on Regulatory approaches to ensure the safety of pet food.] 

· While consumers can engage directly with pet food businesses or social media forums to report incidents and raise concerns, there is no mechanism to systematically collate these reports and interrogate their veracity.
· There is difficulty in identifying pet food safety incidents and determining causal links or associations between pet food and pet deaths/illnesses.
· Government does not currently have access or contribute to the PetFAST system.
As a result, it is difficult to estimate the actual number and frequency of pet food safety incidents in Australia and analyse trends in incidents using the current incident reporting systems. This presents challenges to assessing what, if any, government action should be taken in relation to pet food safety in Australia.
In addition to the challenges noted above, the PFIAA and the AVA have indicated that the current PetFAST system is not sustainable because it is currently operated by veterinarians on a voluntary basis since 2011, and as such, is at risk of terminating or reducing its operating capacity. While the cost of some investigations is subsidised by PFIAA, the time of the veterinarians managing the scheme is not covered.  
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Under the current self-regulatory system, the incentives for pet food manufacturing and importing businesses to take a best practice approach to respond to pet food safety incidents relies on the value businesses place on their reputation. Outside of these incentives and the consumer guarantee requirements imposed by the CCA, pet food manufacturers and importers do not have any mandatory requirements to respond to a report of pet food safety incident or a concern relating to pet food safety. In this regard, it is noted that:
· As noted above, the CCA requires consumer products, including pet food products, to meet certain consumer guarantees, including that they are to an acceptable quality and are fit for purpose for the consumer. The CCA usually entitles consumers to a replacement or refund for a product that breaches a consumer guarantee but does not require the manufacturer to recall products. 
· The CCA also has a product safety framework to ensure consumer products, including pet food, are safe for humans and to mandate product recalls where breaches occur. However, this framework does not apply to pet safety from consumer products and therefore does not apply to pet food safety incidents.
· In many cases where a pet food safety incident is reported, there is significant uncertainty regarding the relationship between a pet food product and a pet death or illness, particularly in the immediate days and weeks following the report. This uncertainty may arise from difficulties in ascertaining the movements and activities of pets prior to their illness or death. There may be significant costs to pet food businesses with undertaking a voluntary recall of a product pre-emptively, particularly if no causal link or association with the pet food product is established following investigations.
· Most major retailers of pet food in Australia offer refunds to consumers if they are unhappy with a pet food purchase as they value and seek to retain ongoing customers. However, some pet food businesses do not adopt the same approach, noting there is often significant uncertainty regarding the relationship between a pet food product and a pet death or illness.
· While AS5812 has protocols for conducting a recall and some investigation and reporting requirements, it does not contain requirements to recall products in particular circumstances. Furthermore, only pet food manufacturers and importers that are PFIAA members comply with AS5812.
· While there are avenues for pet owners who are impacted by pet food safety incidents to pursue litigation against pet food businesses, there are significant challenges with doing so. These challenges include the cost of litigation and difficulties in establishing causal links between a pet food product and a pet illness or death and between a manufacturing process and a suspected pet food safety incident.
· The PFIAA provides support, including funding, to pet food businesses to respond to reports of pet food safety incidents, including to conduct testing of pet food products. However, pet food businesses are not obliged to respond to reports of pet food safety incidents or engage with the PFIAA.
As a result, while many pet food businesses who have applied a best practice approach to responding to suspected pet food safety incidents, some businesses have not responded to pet food safety complaints or issues (e.g. by voluntarily recalling products) in a timely or comprehensive manner. However, it is difficult to determine, with the information currently available, whether this has resulted in additional pet deaths or illnesses.
[bookmark: _Toc119913975][bookmark: _Toc128384173][bookmark: _Toc128384174][bookmark: _Toc128384175][bookmark: _Toc128384176][bookmark: _Toc128384177][bookmark: _Toc128384178]Lack of market information
A number of consumers who submitted to the 2018 Senate Inquiry were unaware some pet food products do not meet a minimum standard because the industry is self-regulated with a voluntary standard for the manufacture and labelling of pet food. The 2018 Senate Inquiry on regulatory approaches to ensure the safety of pet food noted:
“The fact that the pet food industry operates under a self-regulated model came as a surprise to many submitters, who had assumed that the pet food industry is, and has always been, subject to stringent regulation”
Very few (if any) certified manufacturers display compliance with AS5812 on their pet food packaging, and while the PFIAA’s website contains a list of its members who comply with AS5812, information on which specific products comply with the standard is not easily accessible. As a result, it can be difficult for consumers to make judgements on which pet food products comply with AS5812 to actively purchase these products. which limits incentives for manufacturers or retailers to voluntarily adopt and comply with the standard.
Since the 2018 Senate Inquiry, the AVA, PFIAA and RSPCA have implemented a range of communication activities to increase education and awareness of AS5812 in the community, including newsletters, website articles and social media. The PFIAA and RSPCA have webpage articles on AS5812 and information on pet food safety issues and have used social media and advertising to increase community engagement on these articles. In addition, the PFIAA have developed a product logo for AS5812 certification and have registered the logo with IP Australia. However, the PFIAA have indicated that there have been significant challenges with adopting the logo on pet food products including high costs of making label changes, limited packaging space and concerns regarding the appropriate use of the logo without mandating compliance with AS5812.
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A range of community and industry stakeholders, including the RSPCA, AVA and PFIAA, have advocated for government oversight and action to manage pet food safety in Australia. These stakeholders have indicated strong support for implementing nationwide regulation of pet food including through a mandated AS5812 standard, strengthened incident reporting and investigation systems, and legislative powers to jurisdictions to enable intervention on pet food safety incidents.
Indeed, government action could play a role in addressing some potential challenges in the current system to reduce pet illness and death from pet food. For example, having an avenue for jurisdictions to intervene and require companies to respond to pet food safety incidents, undertake recalls and investigations could limit the severity of pet food safety incidents. Similarly, mandating a manufacturing and labelling standard like AS5812 to ensure minimum requirements for pet food safety could reduce the likelihood of known pet food safety risks, providing an avenue for the industry-wide adoption of process improvements in response to new or emerging safety risks. Some examples of government action from other countries around the world are outlined at Appendix A for reference.
However, the question of whether government action is needed will require consideration of the scale of pet food safety incidents in Australia, the resourcing and time requirements needed for government action and the effectiveness of any government action in managing pet food safety.
[bookmark: _Toc228966446]Scale of pet food safety incidents
As noted in Section 2.2, it is difficult to estimate the actual number and frequency of pet food safety incidents in Australia using the current incident reporting systems. However, based on the data available and assuming the current PetFAST system underreported the actual number of pet food safety incidents (and associated deaths and illnesses) by 90%, it is estimated that there were 37 pet deaths and 331 pet illnesses requiring veterinary care resulting from pet food safety incidents in Australia every year.
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Any decision to undertake government action to manage pet food safety in Australia would require additional government resourcing and time to implement. For example, additional funding and time is needed to recruit staff to undertake new government functions and develop systems to support the delivery of these functions. Furthermore, if government action involves regulation, legislative changes would need to be introduced and passed through relevant state, territory and Commonwealth Parliaments. This would require significant time and resourcing, and be subject to the priorities and legislative agendas of relevant ministers and governments.
These requirements have been estimated in terms of economic costs as part of the cost benefit analysis of policy options for managing pet food safety in Australia (see Section 4 below and Appendix B).  They will need to be weighed up against any benefits for pet food safety (i.e. reduction in the number of pet deaths and illnesses from pet food) that government action would achieve.
[bookmark: _Toc228966448]Effectiveness of government action
Based on the information currently available, it is unknown whether any government action would reduce the number of pet deaths and illnesses from pet food in Australia.
While some countries have implemented government oversight or regulation of pet food safety, there is little to no verifiable evidence on the impact of regulation or government oversight on reducing the number pet food safety incidents and associated pet deaths or illnesses. The only study of relevance is a 2017 regulatory impact analysis conducted by the U.S. Food & Drug Administration (FDA) as part of their reforms to the Food Safety Modernization Act (FSMA) Preventive Controls for Animal Food. These reforms included adding Current Good Manufacturing Practice, Hazard Analysis, and Risk-Based Preventive Controls for Food for Animals. Their analysis estimated an average effectiveness rate that ranged from 1.8% to 24.0% reduction in the risk of illness and death to cats and dogs. However, the research only relied on expert opinion, which carries an inherently high level of uncertainty.
As such, assessing the effectiveness of any government action (such as regulation) in managing pet food safety in Australia will require applying a level of judgement in considering how the action could theoretically impact pet food safety and the likelihood of this, taking into account the evidence currently available.
For example, a mandatory pet food safety standard (e.g. mandating AS5812) could establish a mechanism for industry-wide improvements to address known pet food safety risks. This could reduce the number of pet illnesses and deaths by limiting reoccurring risks at a larger scale, rather than relying on ad hoc changes implemented voluntarily. A mandated pet food manufacturing and labelling safety standard could also ensure labelling on products, including ingredients and nutritional content, is accurate which would support consumers to make more informed choices.
However, the evidence of the current AS5812 standard having reduced pet food safety incidents in the past is inconclusive. Many previous pet food safety incidents have occurred in relation to products that comply with AS5812 (or an equivalent international standard). For example, 10 out of 13 confirmed or suspected incidents since 2018 were linked to products that were compliant with AS5812 or a similar international standard. As such, it is difficult to determine whether and if so, how many, pet food safety incidents would be avoided by mandating a pet food safety standard.
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In accordance with the previous decision of the Agriculture Ministers Meeting, a quantitative cost benefit analysis (CBA) of policy options to manage pet food safety in Australia has been undertaken. This analysis has been undertaken for five policy options and a base case (i.e. ‘do nothing’) option, which were identified in consultation with states and territories (see Section 4.1.1). Due to limitations in the available data for key variables relevant to the CBA, the CBA includes a threshold analysis and a number of sensitivity analyses (see Sections 4.1.2 and 4.1.3).
The CBA did not consider funding models or mechanisms that practically measured funding distribution, rather it focussed on the total costs. For example, in practice, government costs could be cost recovered and industry costs could be passed on to consumers. This was not considered in the CBA. For the options involving regulation, the CBA did not determine specific regulators and legislative frameworks to implement the options. This is because there are complex and competing considerations in determining which regulators and legislative frameworks would be most appropriate and able to implement the options. For example, the ACCC have provided advice on the significant challenges to using the Australian Consumer Law framework to implement pet food safety regulations.
The full detail of the methodology adopted to undertake this analysis is provided in the CBA report on policy options to manage pet food safety in Australia (Appendix B). 
Identification of policy options
Previous reviews in relation to pet food safety in Australia have identified a broad range of possible policy options to manage pet food safety in Australia. Based on these reviews and in consultation with all states and territories, five policy options and a ‘base case’ option have been identified for the purposes of the cost benefit analysis. These policy options are:
· Option 1: Maintaining the status quo (a self-regulatory model) – ‘base case’ option
· Option 2: Co-regulation with a major or serious event response framework
· Option 2A: Option 2 with no mandatory standard
· Option 3: Report and response-based national regulation including complaints handling
· Option 3A: Option 3 with no mandatory standard
· Option 4: Active national regulation
These options are intended to apply only to the manufacture of pet food for cats and dogs. Consideration of options to manage the safety of food for other pets (e.g. birds, fish or reptiles) are out of scope.
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The first option considered to address the policy problems is for the current self-regulatory model (as described in section 2) to be maintained.
Under this option, there would continue to be a voluntary industry standard for the manufacture and marketing of pet food (AS5812), which is equivalent to the pet food safety standards of many other countries. The current incident reporting system, PetFAST, would continue to be operated by the AVA on a volunteer basis, with support by the PFIAA. Any responses to pet food safety incidents would continue to be handled by relevant manufacturers and importers, supported by the PFIAA where appropriate. In this regard, jurisdictions would not take any direct action to respond to such incidents involving manufactured pet food and allow industry to resolve matters with consumers on its own. 
Option 2: Co-regulation with major or serious event response framework
In Option 2, jurisdictions would co-regulate pet food safety with the pet food industry by intervening in major or serious events. A major or serious event would occur where there is a problem with the manufacture or formulation or pet food that repeatedly causes ill health and/or death in pets, such as the 2017 thiamine deficiency in cat food incident and the 2018 megaoesophagus from dog food incident. This option would have some similarities to the European regulatory approach to managing the safety of pet food.
Major or serious event response framework
Legislation would be introduced to enable jurisdictions to intervene in specific limited circumstances such as major or serious events to help reduce the magnitude and severity of pet food safety incidents. Government intervention could occur where an industry response to a major pet food safety risk or incident is assessed to be inadequate and there is a strong need for government intervention to protect pet safety. Government intervention could include undertaking investigations, mandating a product recall (i.e. to remove potentially dangerous products off shelves), holding an imported product, or undertaking enforcement action for serious non-compliance (e.g. fines, prosecutions). State and territory governments would be primarily responsible for undertaking any government intervention, with national coordination support by the Commonwealth and in collaboration with industry (e.g. PFIAA). The Commonwealth would also have responsibility for imported products. 
While this could help reduce the scale and severity of pet food safety incidents when they are identified, the capacity for effective government intervention would rely on the current PetFAST monitoring and reporting system, which has limitations (see Section 2.2.2). Additionally, a government response under this option would be limited to ‘major or series events’, which would be a subset of all pet food safety incidents.
Mandatory standard
Legislation would also be introduced to mandate compliance with the Australian industry standard for the manufacture and marketing of pet food (AS5812) for all pet food sold in Australia. Industry would self-manage compliance with the standard, supported by existing industry mechanisms (e.g. PFIAA) and public engagement (e.g. increased consumer awareness of AS5812) to ensure compliance and enforcement. 
As noted in Section 3.3, it is difficult to determine what (if any) impact on pet food safety mandating a pet food safety standard would have.
Incident reporting and complaints handling
In addition, PetFAST would continue to be monitored and administered by the AVA with support from the PFIAA in accordance with current arrangements.
Option 2A – Option 2 with no mandatory standard
A potential variation to Option 2 is to not mandate compliance with the Australian industry standard for the manufacture and marketing of pet food (AS5812).
As with Option 2, jurisdictions would only intervene in specific limited circumstances to minimise the magnitude and severity of a pet food safety incident, such as undertaking an investigation or mandating a product recall where an industry response to a pet food safety incident has been inadequate (see above). This could help remove potentially dangerous pet food products off shelves quickly to reduce the scale and severity of any pet food safety incidents when they are identified.
PetFAST would also continue to be monitored and administered by the AVA with support from the PFIAA in accordance with current arrangements.
While this option does not mandate a safety standard, education campaigns about the new regulatory arrangements could help consumers make more informed choices and encourage more transparent and prominent advertisement of compliance and uptake of the voluntary AS5812 standard.
Option 3: Response and reports-based regulation with complaints handling function 
In Option 3, jurisdictions would regulate pet food safety based on consumer complaints and reports through existing regulatory bodies. This option would be similar to New Zealand’s regulatory approach to managing the safety of pet food that do not make a therapeutic claim.
Incident reporting and complaints handling
Under this option, jurisdictions would take on responsibility for handling consumer complaints and veterinary reports in relation to pet food safety. A database of complaints and reports would be developed and used to detect incidents and support investigations to limit the magnitude of incidents. This could involve jurisdictions funding and leveraging the current PetFAST system and associated activities by expanding its remit to accept consumer reports or the creation of a new monitoring system. A public site for pet food product recalls would also be maintained to provide information for consumers. This could provide governments and industry with more information to support timely responses to incidents and help evaluate the need for and impacts of government action.
Note: If jurisdictions were to fund the current PetFAST system, they may choose to do so through existing appropriations or by recovering these costs from industry. Specific funding mechanisms have not been considered in this analysis but may be explored following a decision by Agriculture ministers to adopt one of the policy options proposed.
Government investigation and response
Government would work closely with industry to investigate reports of suspected pet food safety incidents. If industry responses are not initiated in a timely manner or are inadequate, jurisdictions may conduct independent investigations and mandate product recalls. Any government activities, however, would be subject to its regulatory priorities, policies and resourcing capacity.
Similar to Option 2, this could help remove potentially dangerous pet food products off shelves quickly to reduce the scale and severity of any pet food safety incidents when they are identified. However, as noted in Sections 2.2.3 and 3.3, it is difficult to determine with the information currently available whether (and if so, the extent to which) this would reduce pet deaths and illnesses from pet food in Australia.
Mandatory standard
In addition, legislation would be introduced to mandate compliance with the Australian industry standard (AS5812), or a similar standard for pet food manufacturing and labelling, for all pet food sold in Australia. Jurisdictions would have the ability to investigate reports of non-compliance and take enforcement action (e.g. fines), subject to its regulatory priorities, policies and resourcing. However, jurisdictions would not systematically or proactively review AS5812 audit reports of pet food products not subject to a complaint or report of non-compliance, nor establish a register and certification program for pet food manufacturers and importers.
As noted in Section 3.3, it is difficult to determine what (if any) impact on pet food safety mandating a pet food safety standard would have.
Option 3A – Option 3 with no mandatory standard
A potential variation to Option 3 is to not mandate compliance with a standard for the manufacture and marketing of pet food (such as AS5812).
As with Option 3, Government intervention would be focussed on identifying, investigating and addressing serious or major pet food safety incidents. This would be managed by jurisdictions and informed by consumer complaints and veterinary reports, as outlined above. However, as noted in Sections 2.2.3 and 3.3, it is difficult to determine with the information currently available whether (and if so, the extent to which) this would reduce pet deaths and illnesses from pet food in Australia.
While this option does not mandate a pet food safety standard, education campaigns could help consumers make more informed choices and encourage more prominent advertisement of compliance and uptake of the voluntary AS5812 standard.
Option 4: Active national regulation
Under Option 4, jurisdictions would regulate pet food safety in Australia through existing regulatory bodies by actively monitoring compliance with AS5812 or a similar pet food manufacturing and labelling standard. This option would be similar to the regulatory approach to pet food safety implemented in the United States.
Legislation would be introduced to mandate compliance with AS5812 or a similar standard for all pet food sold in Australia. A key difference from Option 3 is jurisdictions would actively monitor compliance with AS5812 (or a similar standard) including by systematically reviewing and assessing AS5812 audit reports and by implementing a register and certification program for pet food manufacturers and importers. Jurisdictions would have powers to take enforcement action (e.g. issuing fines), undertake investigations, require product recalls and apply import conditions for pet food safety. These powers may be exercised as part of active monitoring and enforcement of compliance with AS5812 (or a similar standard), or in response to reports of pet food safety risks and incidents.
The additional focus on active monitoring of compliance with a minimum standard compared with Option 3 would provide greater confidence that all pet food sold in Australia complies with a minimum safety standard. However, as noted in Section 3.3, it is difficult to determine what (if any) impact on pet food safety a mandatory pet food safety standard would have.
Similar to Option 3, jurisdictions would take on responsibility for handling consumer complaints and veterinary reports. This could involve government funding and leveraging the current PetFAST system with an expanded remit to accept consumer reports, or the creation of a new monitoring system..
Threshold analysis
A key challenge for this CBA has been a lack of available quantifiable evidence linking any of the measures contained in the proposed policy options with a reduction in the number of pet food related pet deaths and illnesses. While there is some available data on the costs of pet food safety incidents, no analyses or studies could be found that could estimate a ’reasonable’ efficacy range (i.e. a ‘reasonable’ reduction in the number of pet food related pet deaths and illnesses) for the policy options considered in the Australian context. This limits the CBA’s capacity to estimate how the proposed policy options are likely to reduce the risk of pet food safety incidents in Australia and therefore the benefits of the policy options.
[bookmark: _Hlk164858309]Given this uncertainty, the CBA has been presented in the form of a threshold analysis. The analysis builds an estimate of the incremental costs of the policy options and determines the percentage of pet food safety incidents that would need to be avoided in order for the present value of the option’s costs to equal its benefits (i.e. to achieve a benefit–cost ratio (BCR) of 1 and a NPV of 0). The costs are incremental to the status quo (i.e. costs that would be incurred on top of the costs under the current situation) such that an incremental cost of $0 means there is no difference or extra cost from the status quo (not necessarily that the policy option would incur no costs overall).
Sensitivity analyses
In undertaking the CBA, a range of estimates have been made in relation to key variables based on limited available data, drawing on the expertise and independent judgement of MJA. For example, the number of pet deaths and illnesses from pet food has been estimated based on data of previous PetFAST reports and advice from stakeholders regarding potential underreporting in the PetFAST system. These estimates represent a ‘central base case’ scenario for the CBA, the results of which are outlined in the CBA report (see Appendix B).
Given the limited data available, these estimates have inherent uncertainties. As such, sensitivity analyses have been undertaken as part of the CBA to assess the potential impact of these uncertainties to the overall CBA outcomes. The findings of these sensitivity analyses are detailed in the CBA report.
A key variable subject to sensitivity analysis is the costs to government to implement each option. For the ‘central base case’ scenario, this variable was estimated by taking an average of the government cost estimates for each option provided by all jurisdictions. However, it is likely that the actual government costs for each option will vary significantly between jurisdictions. This is because the costs will depend on a number of factors including the existing regulatory and legislative frameworks in jurisdictions and the priority given to introduce any required legislative changes. Reflecting this likely variation and associated uncertainty, this report presents the results of the CBA under both a ‘central base case’ scenario and as a range of outcomes for each option (with the lower bound representing a halving of estimated government costs and the upper bound represents a doubling of estimated government costs).
[bookmark: _Toc228966451]Results
The incremental costs of each option under the CBA are summarised in Table 1, noting they have been presented both under the central base case scenario and as cost ranges to account for the likely variability in government costs to implement the options (see Section 5.1.3).
[bookmark: _Toc228966453]Table 1 Net present value (NPV) incremental costs for each option as estimated at 2022, under a ‘central base case’ scenario and as cost ranges ($million, 7% discount rate).
	
	Option 1
	Option 2
	Option 2A
	Option 3
	Option 3A
	Option 4

	Administration
	$0
	$4.8
($2.4 – 9.6)
	$4.9
($2.5 – 9.9)
	$11.8
($5.9 – 23.5)
	$12.6
($6.3 – 25.3)
	$20.2
($10.1 – 40.4)

	Education & public awareness
	$0
	$0.2
($0.1 – 0.4)
	$0.2
($0.1 – 0.5)
	$0.2
($0.1 – 0.4)
	$0.2
($0.1 – 0.5)
	$0.3
($0.1 – 0.6)

	Monitoring & complaints handling
	$0
	$0
	$0
	$4.7
($2.4 – 9.4)
	$5.1
($2.5– 10.2)
	$4.2
($2.1 – 8.4)

	Industry costs
	$0
	$7.0
	$0
	$7.0
	$0
	$8.0

	Gross costs
	$0
	$12.0
($9.5 – 17.0)
	$5.2
($2.6 – 10.4)
	$23.7
($15.4 – 40.3)
	$18.0
($8.9 – 36.0)
	$32.7
($20.3 – 57.5)


The results of the threshold analysis are summarised at Table 2 and Figure 1, which show how the extent to which each option would need to reduce pet deaths and illnesses from pet food by to achieve a net economic benefit under the CBA.
[bookmark: _Toc228966454]Table 2 Required reduction in pet deaths and illnesses from pet food (i.e. efficacy) to achieve a net economic benefit for each option, under a ‘central base case’ scenario and as a range.
	
	Option 1
	Option 2
	Option 2A
	Option 3
	Option 3A
	Option 4

	Required efficacy
	N/A
	23%
(18 – 32%)
	9%
(4 – 18%)
	45%
(29-76%)
	31%
(16-62%)
	68%
(42-119%)


[bookmark: _Toc228966455][bookmark: _Toc138932528]Figure 1 NPV of each option based on efficacy values between 0 and 100%, under a ‘central base case’ scenario. A positive NPV indicates a net benefit whereas a negative NPV indicates a net cost.
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The detailed results of the CBA are outlined in the CBA report at Appendix B.
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Based on the CBA of policy options to manage pet food safety in Australia, the following findings are made. These findings aim to inform Agriculture ministers in deciding on a forward approach to managing pet food safety in Australia.
· Under the current self-regulation model for pet food safety, pet food businesses are incentivised to produce safe pet food products to avoid reputational and financial risks in a highly competitive operating environment. The Australian consumer protection framework provides additional protections to consumers to ensure pet food products sold are fit-for-purpose and of acceptable quality.
· Most pet food sold in Australia complies with the voluntary Australian Standard for Manufacturing and Marketing of Pet Food (AS5812), which is equivalent to other international pet food safety standards.
· While there have been pet food safety incidents in Australia, the CBA estimated an extremely small fraction of the total Australian pet population is affected by pet illnesses and deaths associated with pet food safety (assuming pet food safety incidents are underreported by 90%, 331 illnesses and 37 deaths per year out of 11.2 million pets in Australia).
· A CBA was undertaken of five policy options to manage pet food safety in Australia, along with a base case (do nothing) option. These options were selected from a broad range of possible options identified in previous reviews, in close consultation with all states and territories. They include options to implement a major or serious event response framework, a mandatory standard, and an incident reporting and a complaint handling government function.
· The cost of implementing policy options for managing pet food safety in Australia ranged from $5m (for Option 2A) to $33m (for Option 4) over the 20-year analysis period.
· Government administration and industry audit costs were the primary cost drivers.
· There is likely to be significant variation between jurisdictions in their costs to administer any regulatory arrangements. A sensitivity analysis has been applied to determine the CBA outcomes if government costs were doubled or halved.
· Due to limitations in the available data, key variables in the CBA were estimated drawing on the expertise and independent judgement of MJA. Changes to some key variables, such as the estimated number of pet food safety incidents in Australia and the avoided cost of pet illness, could significantly impact the CBA’s outcomes.
· The economic benefits from the policy options cannot be quantified as the effectiveness of these options in reducing pet food related deaths and illnesses could not be determined. As such, a threshold analysis has been undertaken to estimate the proportion of pet deaths and illnesses need to be reduced by each policy option (i.e. the efficacy of a policy option) to deliver a net economic benefit.
· Based on the CBA’s threshold analysis:
· The policy options mandating a pet food safety standard would need to reduce pet food related pet deaths and illnesses by at least 23% to achieve a net benefit, with some options needing to a reduction of over 50%.
· Given the costs of mandating a pet food safety standard, the policy options that did not mandate a standard required a lower efficacy to achieve a net economic benefit. For example:
· Establishing a major or serious event response framework without a mandatory standard (Option 2A) would need to reduce pet food related pet deaths and illnesses by at least 9% to achieve a net economic benefit.
· Establishing a government incident reporting, complaints handling and investigation function for pet food safety without a mandatory standard (Option 3A) would need to reduce pet food related pet deaths and illnesses by at least 31% to achieve a net economic benefit.
· No analyses or studies could be found that could estimate a ’reasonable’ efficacy range for the policy options considered in the Australian context.
· In 2017, the US FDA undertook research on the potential risk reductions due to the implementation of legislation relating to pet food safety to estimate its effectiveness. Its research showed an average effectiveness rate that ranged from 1.8% to 24% reduction in the risk of illness and death to cats and dogs, although it had an inherently high level of uncertainty (as it relied on expert opinion rather than data) and was undertaken in a different context (i.e. on changes to the US FSMA Preventive Controls for Animal Food),
· There is little to no verifiable evidence on the impact of regulation or government oversight on reducing the number of pet food related pet deaths or illnesses.
· The evidence of the current AS5812 standard having reduced pet food safety incidents in the past is inconclusive. Many previous pet food safety incidents have occurred in relation to products that comply with AS5812 (or an equivalent international standard).
· Pet food businesses who are not part of the PFIAA and do not undertake voluntary audits would be most financially impacted by policy options 2, 3 and 4. These businesses include a significant number of small to medium pet food manufacturers and importers.
· Subject to any business support measures, the costs from the policy options that could be imposed on industry directly or via cost recovery mechanisms would increase the barriers to entry for new pet food businesses in a highly competitive industry. This could particularly impact small manufacturers, who may be unable to utilise economies of scale to ensure their cost competitiveness.
· It is unclear how the policy options would impact the price of pet food as this will depend on the implementation and funding mechanisms of the policy options (e.g. cost recovery). However, it is expected that the price of pet food sold in Australia produced by PFIAA members (who produce 60-80% of the pet food sold in Australia by volume) is unlikely to increase substantially as a result of the policy options, given they comply with AS5812. 


Appendix A: How pet food is managed internationally
Pet food is managed in various ways internationally, with some form of government oversight in many high income nations and regions including the US, Europe, Japan and New Zealand. The standards used in these countries are similar, if not equivalent, to AS5812. Although these examples provide a precedent for how pet food safety could be managed, there is limited verifiable data available to adequately assess if the introduction of regulation in other countries has been effective in reducing the frequency or severity of pet food safety incidents. For example, in 2007 there were significant number of cat illnesses and deaths in the US and Europe due to melamine toxicity in cat food despite regulation. It is therefore difficult to draw on international examples to assess the proposed options in terms of their likely effectiveness in improving pet food safety in Australia.
The United States
In the United States, the Food and Drug Administration (USFDA) has responsibility for regulating pet food. Under the national Food, Drug and Cosmetic Act, all food for animals must be safe to eat, produced under sanitary conditions, contain no harmful substances, and be truthfully labelled. The USFDA has a reporting and data sharing system for pet food incidents to determine an appropriate response to reports. The USFDA has powers to investigate reports and consumer complaints, conduct inspections of businesses, enact recalls where appropriate and even suspend business registrations. For example, in 2022 the USFDA conducted 488 routine compliance inspections of domestic food manufacturing businesses, of which 3% required official forced action to a non-compliance, 20% required voluntary action, with the remaining requiring no action. The USFDA recognises the Association of American Feed Control Officials, (a joint local, state and federal government body), as the official information source for pet food labelling standards, ingredient definitions, official terminology, and standardised feed testing methodology. 
Europe
Europe operates a co-regulated system for pet food safety, industry works with government and other stakeholders to develop requirements for the manufacturing of pet food. The European Commission oversees pet food safety and requires pet food businesses to register with the relevant authority in their country. A set of hygiene and quality control requirements regarding the manufacturing facility, equipment, personnel, record keeping, complaints handling, and recall of products must be met. Pet food companies in Europe are required to inform the relevant government authority of any adverse events, in which the relevant government authority has the power to enact a mandatory recall.  The European Commission recognises and endorses the production standard developed by the European Pet Food Industry Federation (FEDIAF).  FEDIAF has access and monitors the reporting system and can be involved in response discussions with the relevant country authority and the European Commission to develop mutually beneficial outcomes for consumers and industry. FEDIAF have voluntary guidelines for nutrition and nutritional information.
Japan
Japan regulates pet food through the Law for Ensuring the Safety of Pet Food which was enacted in 2008 following a series of melamine contamination incidents. Under this law, pet food manufacturers and importers must notify the Ministry of Agriculture, Forestry and Fisheries, and the Minister of the Environment, before initiating business operations. They must also adhere to standards for production of pet food, prevention of harmful substances and product labelling. Relevant agencies have the power to conduct on-site inspections, product testing of pet food and issue fines or prison terms for non-compliances. 
New Zealand
New Zealand regulates pet food through the Agricultural Compounds and Veterinary Medicines (ACVM) Act 1997 which classes pet food as an oral nutritional compound and must comply with requirements for manufacture, sale, import, export and use. The ACVM Act further classifies pet food products that also make a therapeutic claim (e.g. ‘this product treats arthritis’) and these products must be registered and are subject to active compliance and enforcement activities from the Ministry for Primary Industries (MPI). Non-therapeutic pet foods are exempt from registration and MPI works with industry to address pet food safety with limited active compliance and enforcement. Recalls can be enforced by MPI if a product is deemed to be not fit for purpose or the purpose is in doubt, such as through mislabelling. 
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