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Submission by the

Institute of Foresters of Australia

to the

Senate Rural and Regional Affairs and

Transport Legislation Committee

on the

Inquiry into the ‘Plantations for Australia: 
The 2020 Vision’ strategy
The Institute of Foresters of Australia is a professional body with 1200 members engaged in all branches of forest management and conservation in Australia.  The Institute is strongly committed to the principles of sustainable forest management and the processes and practices which translate these principles into outcomes. The Institute welcomes the opportunity to make a submission to this Committee. 

The membership represents all segments of the forestry profession, including public and private practitioners engaged in many aspects of forestry, nature conservation, land management, research, administration and education.  The Institute is:

· an advocate for better forest and woodland management in Australia

· an advocate for high professional standards in forestry

· an advocate for active management of our forests and woodlands for all values

· a focus for professional development activities, both formal and informal

· a source of information about developments in the profession and in forestry generally within Australia and our region of the world.

The IFA has a strong presence within both the tree plantation industry and the ecological science community.  Members are ideally placed to provide independent advice to government on appropriate standards of practice aimed at both the facilitation of plantation development and the achievement of sound environmental outcomes.  This advice is founded on a sound appreciation of good policy development and many years of field experience in plantation forestry.
General Statement

The IFA considers that the Plantations 2020 Vision provides a sound policy foundation for the future development of Australia’s plantation industry sector.  However, there are areas in which it could be improved and built upon to ensure that the full potential economic and employment benefits to Australia are captured, especially in regional Australia, and unintended negative social and environmental impacts minimised.  

There is also scope to considerably broaden and extend the Plantations 2020 Vision to deliver far greater social and environmental benefits to the nation, especially in relation to Australia’s pressing natural resource management issues.  To do this will require a major investment of resources by both the public and private sectors working in partnership, notably in the areas of research and development, education and training, planning and coordination, and facilitating the formation of durable community-industry-government partnerships. 

To date the progress in plantation expansion suggests that the 2020 target of 3 million hectares will be achieved.  However, the IFA considers that the strategy may not be sufficiently sharply focused to ensure that it achieves the desired outcomes in regard to the development of efficient forest industries, the production of the quantities and types of forest products that will be needed, the delivery of appropriate environmental benefits, and the achievement of the desirable social outcomes in rural communities. 

The comments below are made against each of the matters referred to the Rural and Regional Affairs and Transport References Committee for inquiry and report by 12 December 2002.

(a) Whether there are impediments to the achievement of the aims of ‘Plantations for Australia: The 2020 Vision’ strategy.

Investing in plantation forestry carries with it significant inherent financial risks which arise as a result of its long term nature and the ‘tyranny of the discount rate.’  Compared with other investment options it is a long time before returns are realised from plantations and it is not always certain what price will be received for the wood product at the end of the growing period.  For example, plantations require significant upfront investment to establish yet financial returns are not realised from anywhere from 10 years (eg short rotation bluegum pulpwood crops) to 25 years (eg sawlog driven pine regimes).  This means that large amounts of capital need to be tied up for long periods of time before an often uncertain return is realised – in short, plantations lack flexibility and liquidity as an investment option.  As a consequence, investment in plantation development carries considerable risks and is subject to a greater range of uncertainties than most comparable investment opportunities.  

There are several possible impediments to the achievement of the aims of the Plantations 2020 Vision as it currently stands.  These can be broadly categorised in three ways:

1. Lack of appropriate markets and end uses for the wood produced.

2. Sovereign risks of political interference arising from resource use conflict over failure to adequately consider the wider social and environmental impacts of rapid plantation expansion.

3. Lack of research and development and education and training to underpin growth of the plantation industry sector.

Lack of appropriate markets and end uses for the wood produced

· Reports from the National Forest Inventory indicate that we can expect a huge increase in the volume of hardwood pulpwood coming on the market over the next two decades.  We can also expect increasing flows of softwood from countries such as New Zealand into Australia as the plantation investments of previous decades comes to fruition.  Fundamental to the future of the plantation growing and processing sectors in Australia will be our ability to be competitive internationally, especially with exporting nations of the Asia-Pacific Rim.  These realities pose real marketing, product development and manufacturing challenges to the industry and the nation.  

Sovereign risks of political interference arising from resource use conflict

· The greatest possible impediment to the achievement of the aims of the Plantations 2020 Vision is likely to arise as a result of a failure to adequately consider the wider social and environmental impacts of rapid plantation expansion.  In parts of Australia, plantation development has the potential to degenerate into unnecessary resource use conflicts.  This brings with it considerable sovereign risk for investors due to the increased likelihood of political decisions taken to constrain plantation expansion, at any of the three levels of government.  Such decisions could be taken to placate the mounting concerns of some groups in the Australian community about the perceived impacts of large scale plantation forestry on the community and environment.

· While there may be broad agreement about the vision and goals of the Plantations 2020 Vision, there is concern amongst some that the strategy does not sufficiently incorporate or reflect all the interests of other stakeholders in the Australian community.  In particular, some in the rural community, including local governments, are concerned about the prospect of large scale, industrial, plantations rolling out across the landscape with little consideration of the impact this may have on the aspirations of farmers and rural communities.  These range in nature from demographic concerns (eg rural depopulation and changing population structures), to loss of local infrastructure and services (eg schools, fire, shops), through concerns about roads and safety, to environmental impacts and landscape aesthetics.

· In relation to environmental issues, concerns have been raised by some conservation NGOs and rural communities about weed and pest management regimes, the use of chemicals, and the displacement of native forests and remnant trees and vegetation by plantations (eg Tasmania).

Lack of research and development and education and training to underpin growth

· The Plantations 2020 Vision strategy appears to be relatively weak in addressing the range of research and development and education and training issues which will need to be addressed if the industry is to successfully expand.  Even from a purely technical view point, the target of trebling Australia’s 1996 plantation area, let alone achieving grander visions of land and water repair, requires that we find new ways to grow, manage, harvest, transport, process and market trees commercially and sustainably.  For example, we need to explore the range of options in terms of species, land and site suitability, products and markets and to fully capitalise on our human, scientific and technological capacities to ensure we are able to match and exceed the performance of international competitors.  

· It is vital Australia enhances its capacity to innovate and that resources are invested in education and training and research and development (eg R&D into hardwood sawlog properties, timber quality and product development and utilisation options) to ensure Australia’s capacity continues to expand.  Investment in these areas by both the public and private sectors could be presently described as fairly modest.

· In pursuing further investment, it is important to recognise the differences in interests between existing ‘mature’ plantation forest industries - which need targeted and cost effective research which accord with industry priorities - and those which may be required to underpin the emergence of a ‘new plantation forestry’ sector in non-traditional areas. We note initiatives towards the latter goal by partnerships such as the RIRDC-managed Joint Venture Agroforestry Program, but suggest they need to be further strengthened and resourced to meet the challenges of expanding plantations to meet multiple objectives.

Funding of Regional Plantation Committees

· The Regional Plantation Committees are the only forum at the local level that has the capacity to engage all the stakeholders and facilitate the removal of impediments to plantation development. The IFA considers that if the 2020 Vision is to achieve the broad objectives we believe it should, there will be an ongoing need for secure funding for RPCs.

· The IFA therefore considers it essential to develop long term funding mechanisms to allow the work of the regional plantation committees to continue. A large number of the actions in the 2020 Strategy are listed for action by the Regional Plantation Committees (RPCs), yet at this stage these committees only have guaranteed funding until June 2003. The IFA has significant concerns about the current proposal to require individual Regional Plantation Committees to seek NHT funding through Catchment Authorities. While sound working relationships need to be maintained between these bodies, individual RPCs operate with quite different boundaries to the catchment authorities, and their objectives regarding afforestation are often different to those of RPCs, for example in relation to promoting industry and regional development. 

(b) Whether there are elements of the strategy which should be altered in light of any impediments identified.

The Plantations 2020 Vision strategy should be altered to give more explicit attention to deliberately addressing the issues outlined above.  In particular, social and environmental issues need to be pro-actively addressed so as to avoid unnecessary future resource use conflicts and ensure broader community recognition and support for plantation development.  Taking steps to address these issues now would reduce possible future impediments (and risks to industry) to continued expansion of the plantation forestry sector and enhance the prospects of delivering real benefits to the whole Australian community. 

· There must be a continuing willingness on the part of industry, governments and the forestry profession to come to terms with the motivations and intentions of farmers and conservation interest groups, and not to assume that a traditional industrial forestry model will suit the needs of all other stakeholders.  Greater emphasis must be given to developing more innovative and sophisticated systems for integrating commercial tree growing with other land uses and agricultural production systems so as to design new and better ways of organising the production of wood and paper products (we note that some companies and agencies are already actively seeking such innovative solutions).  
· Farm forestry has been advanced as one means of potentially achieving the outcomes identified above, but it is important that equity issues which may arise as a result of the increased complexity and cost of such approaches – including through delivery of greater public benefits – be appropriately recognised and addressed.  Governments have a role to invest in research and development, education and training, planning and coordination, and facilitating the formation of durable community-industry-government partnerships (eg Regional Plantation Committees).  To date, the Commonwealth and state governments have invested resources in farm forestry but it is now unclear what will happen under the second phase of the Natural Heritage Trust and the National Action Plan for Salinity and Water Quality.

· Greater attention needs to be given to fostering and facilitating export market development and value added processing in Australia to ensure there is a suitable range of products and markets to utilise future wood supplies.  In several Australian regions (eg south west WA, Tasmania and the Green Triangle), large volumes of hardwood pulplogs are being grown and opportunities are emerging to develop significant value adding processing facilities similar to the recent Visy plant at Tumut.  The employment and regional economic benefits of such developments would be substantial and there is a role for governments to work in partnership with industry and the community to ensure these are properly planned and sustainable.

· Australia needs to significantly expand investment in research and development and education and training so as to maintain a capacity to innovate and develop ways of achieving the Plantation 2020 Vision.  While the foundations for such R&D exist already – for example through the Forest & Wood Products R&D Corporation, the CRC for Sustainable Production Forestry, the Joint Venture Agroforestry Program and various state forest agency programs – the overall amount of investment is fairly modest particularly in non-traditional ‘blue sky’ areas which are reliant on public, generally Commonwealth Government, investment but which have potentially significant environmental and economic payoffs.

(c) Whether there are further opportunities to maximise the benefits from plantations in respect of their potential to contribute environmental benefits, including whether there are opportunities to:

(i) better integrate plantations into achieving salinity and water quality objectives and targets,

(ii) optimise the environmental benefits of plantations in low rainfall areas, and

(iii) address the provision of public good services (environmental benefits) at the cost of private plantation growers.

There are considerable opportunities to harness the potential of plantation development to contribute to the achievement of national natural resource management objectives.  For example, the National Farmers Federation and Australian Conservation Foundation, in their April 2000 report on Repairing the Country: An Investment Scenario for National Farmers Federation and ACF, identify that over 40 billion trees, or 24 million hectares, need to be planted to address problems of salinity, soil erosion, acidity, water degradation and loss of biodiversity.  Of this, they identify that the bulk of plantings (over 16 million hectares) ought to be achieved through small scale and plantation forestry.  It is inconceivable that such an enormous planting program could be achieved through government investment for public good outcomes alone.  There is clearly an imperative to development substantial, long term, joint investment partnerships between government and industry.  Plantation and farm forestry, by offering an economically driven approach, offers significant opportunities to help attain the scale of revegetation required to address many of Australia’s land, water and vegetation degradation problems.

Fundamental to the cause of many of Australia’s land and water degradation problems, including salinity and water quality, is that current farming production systems do not suit Australian landscapes and leak water and nutrients in particular.  There is an imperative to find and design new sustainable production systems which are more compatible with maintaining natural ecosystem services.  Plantation and farm forestry, or the production of perennial woody crops, offers one of the few prospective solutions.  However, for plantations to expand into lower rainfall and non-traditional environments requires substantial public investment in long-term, well-focussed R&D, enterprise innovation and onground works.  At present there is significant market failure and, with minor exceptions, the private sector has not got sufficient vested interests to invest by itself.  

Developing new industries in low and medium rainfall environments presents a huge challenge in all aspects of plantation forestry – from growing trees right through to developing totally new products and markets, for example in the fields of bio-energy and bio-fuels.  Such a challenge will only be met by governments providing long term (ie 30 to 50 years) leadership and commitment – in much the same way as the current plantation resource was developed over the last century.  

Another significant challenge is to develop appropriate and equitable cost sharing arrangements amongst farmers, industry and the various levels of government to harness the potential of plantation and farm forestry.  While there may well be opportunities to address the provision of public good services (environmental benefits) at the cost of private plantation growers, at least in part, this is unlikely to be significant in the short term, especially in low and medium rainfall environments where there is no current industry presence and the economics of plantation forestry are not competitive on a purely commercial basis. We note initiatives such as the Murray-Darling Basin Commission’s “Vegetation Bank” as steps towards this goal.  

In summary, it is timely for both the plantation industry and other interests (including governments, NGOs and community groups) to consider how they can work most effectively in partnership to make a significant difference to achieving sustainable natural resource management in agricultural landscapes. There is an opportunity to pursue a more economically driven approach, and thereby provide the impetus and energy required to achieving the scale of revegetation needed to deal with national land, water and vegetation degradation issues.  In the short term, the Natural Heritage Trust provides a logical vehicle for pursuing this course of action.

(d) Whether there is the need for government action to encourage longer rotation plantations, particularly in order to supply sawlogs.

Sawlogs are not intrinsically more economically valuable than other forms of wood production such as pulpwood.  In essence, such decisions should be left to the market.  However, if it can be demonstrated that there would accrue substantial additional public good benefits from encouraging sawlog rotations then governments should look at this on a case by case basis.  For example, there may be a case for subsidising longer rotation plantations, at least for an initial establishment period, where it can be clearly demonstrated that it would assist in smoothing industry adjustment arising from reductions in the availability of native forest sawlogs or would lead to substantial downstream value added processing opportunities and thus enhanced regional employment and economic development outcomes.  In a similar vein, there may be a rationale for government to encourage longer rotations on the basis of delivering improved environmental, especially biodiversity, outcomes in some situations.  This would depend on a number of factors such as species planted, landscape context, silvicultural management regime and whether it is proposed to manage surrounding land for conservation purposes. It may be that establishing an investment framework which fosters the development of secondary markets for longer rotation crops is the most efficient means of encouraging such tree crops.

The IFA considers that the critical issue is determining what type of wood processing industries are going to be encouraged in each plantation zone and then ensuring that the 2020 Vision includes appropriate strategies to facilitate the appropriate mix of short and long rotation plantations to provide the necessary resources for these industries. 
Perhaps as important a consideration as to whether the supply of sawlogs from longer rotation plantations is adequate is whether suitable technologies are available for converting smaller diameter hardwood logs into high value products, especially given Australia’s traditional reliance on larger native forest sawlogs.  There may be a case for increasing funding for research and development into the efficient processing and marketing of products from smaller logs.  Without building the expertise to commercially process and market products from small hardwood sawlogs, there may not be sufficient incentive to encourage a widespread expansion of plantations for sawlogs.

(e) Whether other action is desirable to maintain and expand a viable and sustainable plantation forest sector, including the expansion of processing industries to enhance the contribution to regional economic development.

As noted above under (a), because of the inherent risks and uncertainties associated with plantation development there may be a role for government in supporting the development of viable and sustainable regional plantation based industries.  This is particularly the case in circumstances where regional industries and communities need to deal with the problems of fragmented supply and achieving economies of scale (eg aggregating woodflows from many growers over long timeframes), or where the development of new ‘greenfield’ industries may be desirable for natural resource management purposes.  Governments have a particular role to play in helping to facilitate such processes and ensure the social and environmental dimensions of resource management and use are appropriately handled.  As noted above under (b), there may be merit in reviewing the developments in south west WA, the Green Triangle and Tasmania in light of the looming volumes of pulpwood coming on to the market and the scale required for viable pulp and paper manufacturing enterprises.

The IFA considers that it is critical that the strategy is given a clearer focus on the need to achieve plantation expansion in a manner that facilitates the development of efficient internationally competitive processing industries. This is vitally important considering the growing supply of plantation wood in the Australasian region. To achieve this goal for sawn timber industries, for example, plantations will need to be developed in regions to an extent that can ultimately supply 500,000 to 1,000,000 m3 of logs each year. This should mean that additional plantings should be focused in zones where existing plantations exist. The potential for various industries were reviewed, indicatively, in a recent Australian Greenhouse Office – Murray Darling Basin Commission report “The contribution of mid to low rainfall forestry and agroforestry to greenhouse and natural resource management outcomes (available at the AGO www site), and specific examples for Western Australia were presented by Dr Paul Biggs, General Manager of the WA Forest Products Commission, to the recent national forum “Australian Forest Plantations 2002”, available at the AFFA website.
The Institute of Foresters of Australia, thanks the Committee for the opportunity to provide this submission. The Institute would be pleased to attend the Committee Inquiry and give evidence in support of this submission if the Committee requests.
