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“Well designed regulation has a vital role to play in

overcoming some of the problems that lead to

inefficient or inequitable market outcomes.

However, ‘well designed’ is an important qualifier –

poorly designed regulation may not achieve its objectives,

and can impose costs on businesses

and the community more broadly”

Australian Government’s Department of Finance and Deregulation
“Best Practice Regulation Handbook” – Foreword -

http://www.finance.gov.au/obpr/proposal/handbook/foreword.html

“It (the European Economic and Social Committee)

also underlined (with regards to illegal logging regulations):

the need for taking into account the limited resources of SMEs

(small and medium-sized enterprises)”

From a speech by STAFFAN NILSSON,
President of the European Economic and Social Committee (EESC)

at Joint Policy Workshop –
Implications of recent trade legislation within the UNECE region

for the global forest-based sector at the EESC -
"Does banning illegal logging rule out wood?" - 13.04.2011
http://www.eesc.europa.eu/resources/docs/nilsson130411en.doc
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1. Executive Summary

This Submission is presented by nine industry Associations representing approximately 110 timber
importer businesses and around 1,640 timber merchants, secondary-wood processors and several
log processors. Member businesses would directly employ about 16,000 people. We support the
objective of restricting illegally logged timber. However, it is important that regulations are effective at
reaching their objective, and in the most cost-efficient way possible. With this in mind, our
recommendations are that:

 The Bill needs to have its Object Clause inserted, that is, “to restrict illegally logged timber” .

 The Definition for “Illegally logged” requires clarification. To maximise certainty and resolve
potential conflicts between laws from different jurisdictions, this definition needs to be amended
to: “in relation to timber, means harvested in contravention to the national forestry laws in force
in, and as set by the recognized Government in, the country (whether or not in Australia) where
the timber was harvested.”

 The Government should ensure maximum business cost-efficiency and competitiveness by
designing the “Legal Logging Requirements” to be the simplest, most practical and at the least
cost to business required to meet the regulatory Object, taking into account that:

- This will lead to best compliance outcomes, because overly complex or expensive regulatory
requirements will divert precious business human and financial resources away from the
essential functional tasks of legality risk assessment and mitigation.
- Any regulatory compliance costs in the form of higher raw material prices will flow through the
entire wood manufacturing and building sector.
- Small business, which comprises the majority of businesses in the potentially impacted sector,
has a very limited capacity to handle increased compliance costs and burdens, and raw material
price rises due to compliance cost flow-on.
- We live in a world of international trade. If a product gets too expensive, consumers will change
to cheaper non-regulated products or will buy what they wish from overseas on the internet.

 Business diversity and commercial flexibility are essential for competitiveness. To prevent
businesses being “locked-in” to only one kind of business, forced to deal in one product type or
being restricted to either just importing or local log processing, we recommend that one broad
industry category be established, that is, “Businesses or individuals that import timber and
products containing timber, wood or wood-fibre and/or that that process local logs into timber,
veneer, plywood, chips, paper or other products.”

 It is estimated that 50% of timber that enters Australia comes in as finished products such as flat-
packed fit-outs and kitchens, and composite products such as windows and furniture. If such
products are not regulated, illegal timber will likely just be re-routed into the country via such
finished products. This would negate much of the effectiveness of The Bill and will result in
Government supported preferential treatment for overseas wood-products manufacturing over
local manufacturers and jobs. For reasons of fair competition and regulatory-effectiveness, we
call on the Government to regulate all imported finished products containing wood. A suggested
approach would be to regulate, in The Bill itself, all products containing more than 5% wood.

 Noting that The Prohibition section of this Bill comes under criminal law ( Crimes Act 1914,
Criminal Code), we call on the Government to uphold the principle of consistent application of the
law, and equal treatment under the law, by ensuring that the Illegal Logging Bill treats all
importers in the same way, regardless of whether they bring in raw timber, processed
timber/wood-products or finished product containing timber/wood.

 We question the need for compulsory Timber Industry Certifiers. Given the Prohibition
requirement of The Bill, that industry will be carrying out “Legal Logging Requirements” and will
have independent audits with associated reporting to Government, it seems unnecessary to
require Certifiers, who will add significant business cost for little gain in regulatory effectiveness.
Other approval mechanisms should be available to industry. Additionally, and most importantly,
the Government needs to insert into The Bill, appropriate Certifier governance and accountability
mechanisms, commensurate with the considerable powers that the Bill creates for this role.

 There should be periodic reviews to assess whether the law has been effective and cost-efficient
at meeting its objective, and that it is not resulting in serious unintended economic, social and
environmental consequences.
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2. Introduction

This Submission to the Senate Inquiry into the Illegal Logging Prohibition Bill 2011 (Exposure Draft
18/3/2011) is from a group of nine timber importing, merchandising and wood-processing/value-
adding Industry Associations. Total membership of these Associations is 1,640 businesses, largely
drawn from the small, medium and family business sector. With 110 timber importer members, our
group of Associations represents a significant percentage of the timber importer sector.
Associations in our group are the:
 Window and Door Industry Council
 Decorative Wood Veneers Association
 Timber Merchants Association
 Timber and Building Materials Association (Aust)
 Timber and Building Materials Association (Qld)
 Cabinet Makers Association (Vic)
 Cabinet Makers Association (WA)
 Qld Timber Importers, Exporters and Wholesalers Association

The total direct employment provided by member businesses is approximately 16,000 people
(based on the reasonable estimate of an average of around 10 employees per firm). The total
secondary wood-processing and timber-merchant sector, including joiners, cabinet-makers,
furniture and kitchen manufacturers, shop-fitters, veneering companies and distributors employs
about 80,000 people, with forestry and primary-processing employing around another 60,000 (Table
1). Our members are highly trade exposed to price competition from imported finished products
made of or including timber, wood and/or wood-fibre.

Most member businesses are located in the outer suburbs of cities and in regional towns, and the
sector provides a significant percentage of Australian apprenticeship/trainee opportunities and work
for skilled trades-people. The Small Business Impact Statement (p.3) states that 92% of businesses
in the impacted sector are small and medium enterprises2, many of whom are owner-operated or
family-businesses.

Best Practice Regulation
We fully support the Government’s objective of restricting illegally logged timber. However,
legislation/regulation should be effective at reaching its objective and achieve this in the most cost-
efficient way because this ensures least cost to consumers, tax-payers and Government, and least
impact on jobs and business competiveness. Importantly, cost-efficiency ensures that limited
business resources (such as labour and finance) are most available to be focused on reaching the
regulatory objective, and not diverted to ineffective activities such as unnecessary paper-work and
duplicate regulatory activities.

“Good” regulation needs to have a stated objective (or “Object”) and should include all necessary
definitions. Regulation needs to be designed around principles of good governance, should be as
“user-friendly” and simple as possible, should apply as fairly and as consistently as possible and
should minimise the risk of unintended perverse outcomes.

Effective consultation between Government and the regulated parties is crucial, as is the need for
Government to take into account the limited resources of small and medium businesses14.
Legislation should be clear and easily understood, and should minimise additional unnecessary
bureaucratic burdens, especially on rural populations11 and small businesses.

This submission assesses the Illegal Logging Draft Bill according to the principles outlined above,
drawing strongly on the Government’s “Best Practice Regulation Handbook” for guidance3.



6

3. Object of The Bill

The Bill lacks an Object clause, obscuring its intent, and making future assessment of regulatory
effectiveness impossible. The lack of a clear Object will lead to inefficient regulatory outcomes,
because business will likely mis-spend resources trying to guess and reach “hidden” or ambiguous
objectives. It is our understanding that the Object of The Bill is to “restrict illegally logged timber”,
this needs to be inserted as the Object Clause. Note that this Object is supported by the Minister’s
press release (Figure 2), the Department’s web-site4, the name of The Bill (“Illegal Logging
Prohibition Bill”) and by the stated objective through-out the consultation process (such as during
the Code of Conduct Workshops).

4. Definition - “Illegally logged” (Refer to The Bill - Part 1 Preliminary Section 5)

To maximise certainty for regulated businesses and minimise conflict between laws from different
jurisdictions that may exist in one place, this definition should be amended to read: “in relation to
timber, means harvested in contravention to the national forestry laws in force in, and as set by the
recognized Government in, the country (whether or not in Australia) where the timber was
harvested.”

This definition is in accordance with our understanding of the meaning of “Illegally logged” from the
early stages of the “Legal Logging” process. For instance the Draft Generic Code of Conduct5

defines “Illegal Logging” as “when wood is harvested, transported, processed, bought or sold in
violation of national laws, and “Legal Harvest” as when “wood is cut and removed in compliance
with relevant national and/or sub-national laws of the Country of Harvest”.

If “non-forestry” laws such as OHS, transport, manufacture/processing, pollution and tax laws are to
apply, then there is no justification to apply these laws to just imported timber, but also to all
products including food, electronics and clothing. Illegal activities and corruption are not uncommon
in many over-seas mining operations and the global oil industry13. Breaches of such laws can do a
similar degree of harm to life, the environment and a nation’s prosperity, no matter whether the
operation is forestry, mining, manufacturing, agriculture or food production.

We believe that the definition should say “national forestry laws, and should applying in the
“country” (not “place”), and should be laws as set by the “recognized Government” because this
gives precedence to National law in cases where there are conflicts between National, local,
tribal/customary and Treaty International Law, or in countries where there is a dispute as to who
holds Government. Without an “over-riding” law able to be applied in the case of such conflicts, it
would be unreasonable to expect business to know what laws they or their supplier has to comply
with.

5. Cost-efficiency

The Government should ensure maximum business cost efficiency and competitiveness by
designing the regulatory compliance requirements to be the simplest, most practical and at the most
efficient business-cost required to meet the regulatory Object. In making these decisions, the
Government needs to take the following into account:

(1) That the current proposed compliance procedures (“Legal Logging Requirements”) listed in the
Bill (Part 3, Section 14) and associated documents (the Explanatory Memorandum Consultation
Draft6 and the Draft Generic Code of Conduct) appear to be unnecessarily numerous and complex,
including the need for:
 Code of Conduct development by a Code Development body (with associated costs, fees)
 Certifiers, with associated fees
 Legality Audits – with associated Fees
 The development, operation and documentation of Complaints Resolution Processes
 Increased record keeping and retention
 The preparation of Legality Reports
 Development and/or compliance with Communication Protocols
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 Development and administration of Sanctions for Breaches of the Code of Conduct
 Risk assessment activities – These will likely be very expensive, consuming considerable

business time and human resources. For example, some companies buy multiple species from
many suppliers. In some importer sectors, it is not unusual to buy veneer originating from fifteen
countries, each country with four suppliers, and with each supply chain being four to six
businesses in length.

 Risk mitigation activities - Including time and human resources expended to find and assess
new lower risk sources of timber, in countries with different language and laws to Australia. This
may necessitate the need to employ interpreters and lawyers expert in foreign forestry laws,
plus the costs of foreign travel and accommodation.

(2) The perverse effects of high compliance costs - The purpose of the Bill is to reduce illegal
logging, not to add business costs and compliance burdens. Best regulatory outcomes and
compliance are generally not achieved by expensive and complex regulation. Rather, the opposite
is more likely, because unnecessarily complex or expensive compliance requirements will divert
precious business human and financial resources from important risk assessment and mitigation
tasks, to administration, reporting and fee payment.

(3) Small business capacity – 92% of the sector potentially affected by illegal logging initiatives are
small businesses (according to the Small Business Impact Statement2). Such businesses often lack
adequate human resources, available skills and financial capacity to meet complex and expensive
compliance requirements. With less buying power than large corporations, small and medium
businesses are also likely to be worse affected by compliance-cost flow-on price rises in raw
material (timber, wood-panels, veneer).

This Group of industry Associations strongly supports the conclusions of the Small Business Impact
Statement regarding the need for low cost verification (p.23) - “Design factors that provide clarity
around compliance expectations, and simplify response requirements such as through template
reporting and low cost verification are important to minimising impacts on small business.”

Overly complex and expensive compliance requirements often present themselves to SME’s as
competition issues, unfairly advantaging larger and better resourced companies over smaller less
well resourced ones. Additionally, compared to large Industry Associations, small business
associations often lack the finances and available staff to enable them to participate in and
contribute to consultation.

(4) Business Diversity and need for Commercial Flexibility to maintain competitiveness – A
business does not always import the same products nor from the same suppliers, or may decide
they need to process logs in addition to importing, or have log processing done on contract. They
may rapidly change between these situations depending on factors such as timber and log
availability, price, processing costs, technology, exchange rates and market conditions.

This is no different to normal business practices in any other manufacturing or import sector. Legal
Logging Requirements should not unduly restrict business flexibility, nor restrict the legal timber
products that a regulated business can buy, sell or process (either from Australia or overseas), nor
act as an anti-competitive force, restraint of trade or barrier to entry.

To prevent businesses being “locked-in” to one kind of timber business, forced to deal in one
product type or being restricted either importing or processing (of Australian logs), we recommend
that one broad business category be established for all regulated businesses and individuals –
“Businesses or individuals that import timber and products containing timber or wood-fibre and/or
that that process Australian logs into timber, veneer, plywood, chips, paper or other products.”

(5) Compliance cost flow-on – The Legal Logging Requirements will place regulatory compliance
costs on all local and imported timber. These costs will flow through the entire timber, wood-
processing, -manufacturing and building sectors, making timber, wood-panels and veneer less
competitive with non-regulated materials such as metals, polymers (plastics) and ceramics (tiles,
glass, stone, concrete).
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(6) We live in a world of competitive international free trade. If a product gets too expensive due to
regulatory and flow-on costs, consumers will change to cheaper non-regulated imported products.

(7) The competition impacts of overly high compliance costs and cost flow-on effects will move jobs
from the Australian forestry, timber, wood-processing and manufacturing sector, which directly
employs around 140,000 people (Table 1), to timber-product manufacturing in countries without
illegal logging laws and associated compliance costs. If the government doesn’t ensure that all
imported finished products are regulated, these will enter Australia free of any legality controls (and
associated costs). It is worth noting that the broad forestry/timber and wood
processing/manufacturing sector accounts for around 14% of Australian manufacturing. (Based on
2007 data - manufacturing in Australia employed approximately 1,014,080 people7)

(8) Specifically, the impact on jobs, business viability, financial security and on broader human and
socio-economic well-being in regional areas and on small, medium and family owned and operated
businesses needs to be considered by the Government.

(9) Lack of proper regulatory impact assessment – The Government reports have not properly
considered regulatory cost impacts to Australian business. Despite the ABARE Report8, the Final
Regulatory Impact Statement9 and the Explanatory Memorandum Consultation Draft reports to the
contrary - business costs and impacts resulting from the complex and numerous “Legal Logging
Requirements” could be very significant (see also ttachments 2, 3, 4). It is worth noting that the
Small Business Impact Statement2 (p.19) was unable to estimate likely compliance costs on
this sector.

(10) Capacity building - The Australian Government has given $15.7 million to other countries to
assist them to improve their legal logging practices10. Given the likely high compliance costs for
businesses, we call on the Government to spend at least the same amount on local importers, log-
processors and their Associations, as they (the Government) have spent in overseas Capacity
Building. In particular, funding should be used to assist small businesses and their associations to
properly participate in consultation processes (such as contributing to the development of the
Regulations for the Legal Logging Requirements), to help cover business compliance costs and
fees, and to provide businesses with the resources and information to enable them to properly carry
out risk assessment and mitigation.

(11) The cost of meeting multiple complex compliance will drive product substitution by competing
materials – Quoting from the findings from a recent EU Workshop on Illegal Logging, “As more
countries develop such legislation, internationally active companies need to meet multiple
requirements. This increases business complexity and costs particularly in relation to competing
materials.”12

(12) Some Suggestions from business stakeholders

a. The Australian Government needs to let Australian businesses know which is the right
Government Department, or who is the right Official to contact, in every country of harvest, to
obtain information about forest laws, assessments of compliance to these laws, the availability
of legality certificates and other legality data and practices in each country. The Government
needs to do this as soon as possible, so that businesses can develop and commence risk
assessment and mitigation now.

b. The role of Certifier need not exist, but instead that regulated businesses be required to register
with the Government. That all timber and products containing timber/wood-fibre meet “point of
entry” legality requirements (administered by Customs/AQIS). That a credible Legality
Certificate from the Government in the Country of Harvest be one form of acceptable proof of
this legality (for instance VLO - Verified Legal Origin - Certification).

c. That the role of Certifier need not exist, but instead that regulated businesses be required to
register with the Government, and send yearly Legality Audit reports direct to the Government.
We believe this Option would be just as effective at enabling businesses to detect the risk of
illegally logged timber in its supply chain, as having to put all reports and information through a
Certifier.
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d. The availability of a “standard” Code of Conduct – Most small and medium do not have the
available time and skills, or human or financial resources to participate in Code Development
processes and bodies. Additionally, there are many businesses which are not members of any
Association. We suggest that the Government provide one simple standard short Code of
Conduct suitable for all regulated businesses, of a maximum length of three pages. We note
that a Draft Generic Code of Conduct exists, but at 25 pages this needs to be reduced to
become a simpler and more user-friendly document.

e. Auditors – in the interests of competition this role should be put out to open tender.

f. In the Regulations, that the Government work closely with importer businesses to develop and
provide them with a standard template type system for easy compliance for small and medium
enterprises.

6. Regulatory Effectiveness, Fair Competition

To ensure regulatory effectiveness and efficiency we call on the Government to regulate all
imported products containing timber, wood and wood-fibre. A suggested acceptable approach
would be to regulate in The Bill itself, all imported products with more than 5% wood (by weight).
Additionally, all wood-product importers should be regulated, regardless of whether they are
companies, partnerships, sole-traders or individuals, and regardless of shipment size. All products,
including finished products, should to be simultaneously regulated, to prevent any period of
competitive advantage of one product over another, or any public perception that timber in finished
products is outside Government concern.

It is highly likely that at least 50% of timber that enters Australia comes in as finished and semi-
finished products1 such as flat-packed fit-outs and kitchens, outdoor furniture, wooden garden
ornaments, firewood, wooden components, timber blinds, wood-plastic composites, coffins,
upholstered furniture with wooden frames, pre-fabricated staircases, laminated floors, pre-
fabricated house frames, kit-homes and complex composite products such as windows made of
metal/glass/plastic/timber (refer to Figure 1).

“Legal Logging Requirements” and associated fees will add significant cost to imported and locally
produced timber, with flow-on regulatory cost increases spreading across the entire wood
manufacturing industry and hence Australian-made finished products. Any reduction in the price
competitiveness of timber and Australian made finished products will drive substitution by
unregulated imported finished timber products, and illegal timber can just be re-routed into such
imports. This will negate much of the effectiveness of The Bill and will result in Government-
supported preferential competitive treatment for overseas wood-products manufacturing against
local manufacturers and jobs.

We draw the Senate Committee’s attention to the Minister’s 2010 Pre-election press release (Figure
2) - (the illegal logging legislation will) “put an end to unfair competition on the Australian forestry
and timber products sectors by restricting the import of illegal timber products, including sawn
timber, wood panels, composite products, wooden furniture, and pulp and paper products.” We
believe that the Government should honour the “fair competition” spirit of this press release, by
regulating all imported finished products containing timber.

7. Equal and Fair treatment under the law

The Prohibition section of The Bill comes under criminal law (section 6 of the Crimes Act 1914; (b)
Chapter 7 of the Criminal Code). It is not right to impose criminal law on some businesses or groups
in society, whilst exempting others for an identical deed or act. We call on the Government to
uphold the principle of consistent application of the law, and equal treatment under the law, by
ensuring that the Illegal Logging Prohibition Bill treats all importers in the same way regardless of
whether they bring in raw timber/wood, processed timber/wood-products or finished product
containing timber/wood.
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We accept that at times it may be harder to detect illegal timber in finished products, compared to
detecting it in raw or semi-processed timber. However, imports of all other regulated products that
come under criminal law, such as illegal drugs, are treated the same regardless of the form in which
they are imported.

8. Timber Industry Certifiers (The Bill - Part 3)

The Associations which are signatories to this submission question the need for compulsory Timber
Industry Certifiers. Given the Prohibition requirement of The Bill, and that industry will be carrying
out many “Legal Logging Requirements”, plus will be having independent audits done with
associated reporting to Government, it seems unnecessary to additionally require Certifiers, who
will likely add significant business cost for little gain in regulatory effectiveness. Other approval
mechanisms should be available to companies besides the use of Timber Industry Certifiers.

Most importantly, the Government needs to insert into The Bill, appropriate Certifier governance
and accountability mechanisms, commensurate with the considerable powers that the Bill creates
for this role.

(1) Timber Industry Certifiers have significant powers:
 They can close down a business by refusing or delaying certification.
 They are in a position to control which businesses are allowed to import timber or process

logs.
 They appear to be the sole intermediary between business and Government with regards to

whether a business has met its compliance requirements.
 They are to be involved in the writing of Regulatory Compliance documents such as Industry

Codes of Conduct and other documents such as Complaints Resolution Processes.
 They are authorized to take “remedial action” (but against whom?)

(2) Governance
The Bill does not address the corresponding need to establish proper governance or accountability
mechanisms to ensure that the powers of the Certifier are properly exercised, nor does The Bill
address matters relating to the liability of the Certifier or rights of appeal or regulated businesses.
These matters, concerns and questions are detailed below.
 To what standard will Certifiers be accredited, if any?
 What rights of appeal do importers and log-processors have against Certifiers, to challenge their

decisions?
 What rights of compensation do importers and log-processors have against Certifiers, in cases

where the Certifier is proven to have made an incorrect decision regarding not granting an
importer a License (which will have serious adverse business impacts).

 What rights of compensation do importers have against Certifiers, in cases where the Certifier
gives incorrect information to the Government, resulting in a search warrant being issued with
possible business “lock down” for days and even months, or court proceedings to determine
guilt or innocence with regards to the Prohibition section of the Bill?

 Will Certifiers be required to obtain full insurance against any such litigation?
 Will the Government indemnify Certifiers for such liability?
 Will Certifiers be involved in reporting matters to the Government relating to the Prohibition

section of the Bill? Does their opinion count more than others, in the case of a matter
proceeding to court?

 Who decides what their fees will be?
 If businesses have to pay the Certifier, will there be a competitive tender process to enable

business to choose a Certifier with the most competitive fees, or will this be a “monopoly”,
where a business has no choice but to go to an assigned, Government approved Certifier?

 Will Certifiers have to be independent (ie have no conflicting business- or other special-
interests?) If so, how will this independence be defined, determined and ensured?

 What business information do Certifiers have legal access to? How will confidentiality be
guaranteed?
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9. Review

There should be periodic reviews to assess whether the law has been effective in meeting its
Object and that is it not resulting in serious unintended consequences, such as
 Unduly increasing business costs
 Creating unsustainable burdens for small business
 Acting as a barrier to the importation of legal timber, or significantly restricting the importation

of legal timber
 Resulting in Illegal Timber being diverted into any non-regulated imported finished products
 If compliance costs and burdens result in timber being substituted by higher embodied-carbon

materials such as metals, plastics and ceramics, this would be a most undesirable
environmental outcome.

10. Addendum
We wish to draw the Senate Committee’s and Government’s attention to the analyses,
recommendations and findings that have come out of the recent Joint Policy Workshop -
Implications of recent trade legislation within the UNECE region for the global forest-based sector,
held in Brussels, Belgium on the 13 April 2011. See speeches and presentations from this
workshop at the web-site for the European Economic and Social Committee –
http://www.eesc.europa.eu/?i=portal.en.events-and-activities-banning-illegal-logging-presentations
Two particularly relevant papers are included in this submission as Attachments (Attachment 5. and
Attachment 6.)
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Figure 1 – Products made of wood
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Figure 2
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ATTACHMENTS

Attachment 1.
“EXPLANATORY MEMORANDUM FOR THE ILLEGAL LOGGING BILL – FINAL
– V2 EXPOSURE DRAFT” - Comment -
Conversion from a “Legality” requirement to a “Sustainability” requirement

It is noted that the Explanatory Memorandum mentions the likelihood of a future “conversion” of this
Act from a “Legality” requirement to that of “sustainable management of forests”. However, the
Explanatory Memorandum does defines what is meant by “sustainable management of forests”,
which can have three meanings:

(a) “Sustained Yield” (of a renewable natural resource such as timber, fish and game) – The harvest
rate is always less than or equal to the re-growth or re-population rate.

(b) “Sustainable management (of a forest)” – (a) above plus that natural values such as
biodiversity, water and soil quality are maintained.

(c) “Sustainable management (of a forest), with independent certification (such as AFS/PEFC/FSC),
and full supply line Chain of Custody certification to the end-user.

Lack of Availability of suitable FSC/AFS/PEFC timber
If specifically 1(c) is meant, then with regards to the joinery, furniture & cabinet-making and
veneering industries, the availability of AFS/PEFC/FSC certified hardwoods in a suitable range
of species, in the right quantity, in suitable grades, dimensions and type/form (eg veneer,
timber) is extremely limited.

Sustainability exists without AFS/PEFC/FSC certification
Note that in most countries in the developed world (Canada, USA, Western Europe, New Zealand
and Japan) - biodiversity, water-quality, soil conservation, carbon-emission, habitat preservation
and other environmental laws and policies ensure that forests are sustainably managed as per 1(b),
yet large amounts of such forests are neither AFS, FSC or PEFC certified.

In the US for instance, the world’s largest hardwood exporter15, the hardwood forests are
sustainably managed1,2,3,4, yet largely because of certification cost to the small farmer
growers/owners, less than 1% are PEFC/FSC certified5. The EU’s forests are sustainable6, yet only
3% of the small non-industrial forest owners (where most of the hardwood timber grows) are
PEFC/FSC certified7, and in New Zealand only 54% of the plantations are certified8.

Compulsory FSC/PEFC/AFS certification - Trade Restrictions on imports
If AFS/PEFC/FSC Certified “Sustainability” as per (c) were to be made a requirement for all
imported timber, given the percentage area of certified forest in these countries, approximately:
 99% of sustainable hardwood imports from the US would be blocked
 97% of sustainable hardwood from the EU would be blocked
 46% of plantation pine/panel imports from New Zealand would be blocked
The imposition of such unjustifiable trade barriers would breach Australia’s WTO/GATT free trade
obligations.

Chain of Custody
Even if a higher percentage of suitable forests and logs overseas were to become certified, this
would not guarantee supply of certified timber, because many of the small, medium and specialist
processors do not have (cannot afford), the necessary Chain of Custody certification, without which
they cannot sell timber as AFS/PEFC/FSC certified. For example, in Europe, only 9,389 out of
190,000 (less than 5%) of primary-processors have PEFC/FSC Chain of Custody14.
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“90% of the timber produced in Australia is certified”?
It is very likely that the Regulatory Impact Statement (RIS)9 is incorrect in stating that
“…approximately 90% of timber produced in Australia is sourced from (AFS/FSC) certified forests.”.
No references for this statement are given, and it is likely that this figure is erroneously drawn from
the fact that 90% of Australia’s plantation and State owned forest area (10,272,586 ha) is certified10.
However, this ignores the 11,341,000 ha of largely sustainable private native forest and farm wood-
lots11, much of which is harvested for timber, yet is largely uncertified.

Impacts on the Australian timber industry and jobs
This 90% figure for Australian certified timber is highly questionable, and could be far less than this,
once the yield from the largely uncertified private native forests and farm wood-lots is taken into
account. Any conversion of a “Legality” requirement to a “certified sustainability” requirement could
be expected to have a significant impact on:
 Nearly all the small hardwood saw-millers/veneer-millers in NSW and Qld, and many in

Tasmania, who be forced to close, as their only available resource is from uncertified but
sustainable and regulated12,13 Private Native Forests/farm wood-lots.

 Associated regional employment, communities and business activity.
 The availability of NSW and Qld sustainable native hardwood species for joinery and furniture

uses (because the majority of AFS certified timber is used for flooring).
 On the income of Australian farmers with wood-lots and on small private native forestry owners,

neither of which generally have FSC/AFS certification.

Conclusions/Recommendations
We fully support the goals and brands of AFS, PEFC and FSC, with many member businesses
having certification for at least one of these. However, lack of adequate availability, in the right
species, grades, dimensions and product type, for imported- and a significant percentage of local-
timber, means that broad AFS/PEFC/FSC certification is limited at this stage, in terms of satisfying
Australian demand for timber and wood products.

Additionally, if national laws, Government policies, good governance and proper law enforcement
ensure forest sustainability and the broad national protection of social amenity and democratic
values, a compulsory requirement for FSC/AFS/PEFC certification should not be necessary and will
only add unnecessary expense, and cause serious supply, competition and trade restrictions, for no
environmental, social or economic gain.

Attachment 2.
“EXPLANATORY MEMORANDUM FOR THE ILLEGAL LOGGING BILL – FINAL
– V2 EXPOSURE DRAFT” - Comment -
Business Impacts

The Explanatory memorandum draws incorrect conclusions in saying (p.3), “No significant financial
impact will arise from the introduction of this Bill. Compliance costs to industry are expected to be
absorbed within current operational costs and offset by increased economic benefits resulting from
the exclusion of illegally logged timber from the market.”

This statement cannot be justified. The compliance costs that the regulations will place on all timber
and wood (no matter whether from Australian forests or imported) will flow through the entire wood-
processing, manufacturing and building industry. These costs will make Australian made timber
products less competitive with those made from non-regulated materials such as metal, polymers
and ceramics, and with imported finished products (unless the Government regulates all imported
products containing timber and wood-fibre).
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Attachment 3.
The ABARE Report - Comment
“The Economic Consequences of Restricting the Import of Illegally Logged Timber” -
http://www.daff.gov.au/__data/assets/pdf_file/0008/1873511/Logged_timber_May_2010.pdf

Although this report gives the impression that compliance costs will not be a serious issue for
individual Australian businesses, they do not provide any data to support this. The compliance
costs that the ABARE report gives are costs in supplier countries, which may be entirely unrelated
to compliance costs for Australian importers.

The ABARE Report provides their compliance costs as per m3 of log, which is largely irrelevant to
most importers. Information on the original log volume has long dissipated via the multiple
processing and recovery stages as the log was transformed into sawn timber, machined mouldings,
decorative veneer, fibre etc or a combination of these.

We wish to specifically comment on the statement from the ABARE Report “A decrease in
employment in the wood product sector implies that there will be an increase in employment in
other sectors.” (p.25) There will not be corresponding job increases in other sectors if the regulatory
price increases in imported and local timber result in competitive substitution by imported
(unregulated) finished timber products. In such a case, there would be a net loss of jobs in
Australian manufacturing.

Additionally, we do not believe that it is acceptable or necessary for compliance costs be so high as
to cause business closure and job losses in the timber and secondary-wood processing sector,
regardless of whether these are replaced by jobs in other sectors or not. It is completely
economically and socially inappropriate and irresponsible for ABARE to treat the relevance of the
tens of thousands of jobs and businesses in this sector, in such a dismissive way. Regional
employment and jobs, small business viability, life-time savings invested in businesses, families’
financial security and significant investment in skills and training are at stake.

Attachment 4.
The Regulatory Impact Statement - Comment

The Regulatory Impact Statement (p.17. RIS
http://www.daff.gov.au/__data/assets/pdf_file/0008/1872611/Final_regulation_impact_statement.pdf
) draws similar incorrect conclusions as does the ABARE report “The Australian industry will gain
from (these) higher prices, which have the capacity to off-set part if not all of the increase in
production due to the new legal verification compliance costs.” There can be no reason to assume
that production in the timber and timber import industry will increase due to higher compliance
costs, more likely the opposite will occur.

Also from the Regulatory Impact Statement, “This (regulatory compliance costs) is (are) not
expected to have a significant effect on industry structure, particularly small businesses, as the
rebound in market prices for legal timber products that would occur if the sale of illegally sourced
product was severely restricted in Australia, would be expected to cover at least part of the due
diligence costs.” We strongly dispute this conclusion, as it assumes that timber will not be
substituted by competing non-regulated products such as steel, plastic, ceramics and any imported
un-regulated finished timber products.
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Attachment 5. (http://www.eesc.europa.eu/?i=portal.en.staffan-nilsson-speeches.16070)
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Attachment 6. (over) http://www.eesc.europa.eu/resources/docs/2_rupert_oliver--2.pdf

“Why rule out illegal wood?” Why & how has legislation developed in Europe
and the USA?
Presentation by Rupert Oliver, Director Forest Industries Intelligence Limited

From: Joint Policy Workshop - Implications of recent trade legislation within the UNECE
region for the global forest-based sector, Brussels, Belgium, 13 April 2011.

This paper represent the author’s personal views and has been reproduced with his approval.

Rupert Oliver
Forest Industries Intelligence Limited
The Little House
18 Church Street
Settle
North Yorkshire BD24 9JE
United Kingdom
Tel: +44 (0) 7553 346410
Email: rjwoliver@btinternet.com
Skype Name: rupert.oliver
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