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Dear Sir/Madam,

In July of this year the Mlmster for Enwronment and Heritage, The Hon David Kemp,
referred to the Standmg Cemmlttee an Inqmry mte Employment in the Environment
Sector.

Submlssmns were sought from 1nterested pames by 3{} August 2002

In response to the call for submlssxons I attached a Submlsmon on behalf of the National
Assoc;atlon of Forest Industrles. - S : :

Yours sincerely,

Kate Carnell,
Executive Director

22 Augiist 2002
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1 Employment in the

Envnronment Sector

The submrssxon by the_N__;_;atlona! ASSOCEat!OH'_:

stganc

e '-_RepresentatuVes_ 'Sta"i _dl_ng-: C_ﬁo_mmtttee

on Environment and Heritage Inquiry into
3Employment in the Envnronment Sector

SYNOPSIS |
The enwfonmem‘ secfcr has z‘he Opportumty tc make 3 subsz‘an!:af conmbutm .

~fo empfoymenf across Austra!:a over z‘he commg decades pan":cular y iirrural
and reg ona] Austraha ' i . . .

 Australia’s forest and trmber mdustry and cammumi:es also play an :mporianf )
rols in énvironmental outcomes, with arcund 9 000 peop!e empioyad in forestry.
and forest maﬁagemenf act:wt;es Their-aim is to protecf the resources they
manage while delivering resource pmducfs at compe!:t‘:ve pnces with the least
impact on the enwmnment

It is ;mpon‘ant to enstire that the enwronmanf sector develops in assomaz‘fon
with, and not in conﬂ:cf w:th exmtmg resource mdustnes -' :

Policies and programs thaf assist tha enwronmenf secfor are f;ke!y z‘o assist
the ‘forast and “timber mdustry, while investment. in plantation_and forest
y managemem‘ shauid iead io enwronmental beneﬁts and mcreased enwronment :

secforemp!oyment : S AR :

T achigve. these ends fhere ;s a need for addrtfonai program ass;sfance
Such assistance woufd promote domestic and interational markets for
timber producfs and: encolrage & greafer level of investment (and therefore
employment) in those parts of the environment secfor that have a sz‘rong link to
forest eestabhshmeﬁf ar;d managemenf acbwtres -

g

- Pagelof6

Nation;ﬁ-—i‘\smciation.b[ : E ._ . I .. t
Fﬂrest'hndustries ok mp Oymen i




FNTROE}UCTION

The enwronment sector has the opportumty to make a substanttal contrtbutlon to employment across

'Austraha over the coming decades While some of these opportumttes may arise in urban areas, it
is anticipated that a. !arge proportion of the sector’s activities. will'be Tocated in rural ‘and regional
Australia. This new économic actmty should brmg with it a substantial amount of investment
that will be reflected in measurable economic, 1nfrastructure trammg and reglonai development'
outcomes, as part of bmldmg a sustamable future 5

Australia’s. ‘forest and tzmber mdustry and commumtles beheve that they will continue to play
an important role in’ the - environment sector. At present approxamately 9,000 people are directly -
employed in forestry and forest managem fit actlwtlos Their universal aim is to protéct the résotirces
they manage while dehvenng log products from pl antatrons and natlve forests at competitlve prices
with the 1east 1mpact on the env1ronment ST

CURRENT CONTRIBUTION OF THE
ENVIRONMENT -SE.CTO RTO EMPLOYMENT

In assomatfon Wlth the t;mber harvestmg and forest management act1v1t;es most of the timber
processing facilities are Eocated in regional Australla ‘With a total workforce of over 72,000 and an
industry turnover exceeding $12 5 billion per annum, the forest and timber industry is responsible
for employing 0 8% of the worio”orce whtie contrtbutmg 2 3% of GDP

These measures of mdustry performance target only the dtreet employment and production for the
industry. However, many peopie WouEd ot be aware Austraha S plantatzons and native forests can =
‘be managed in a number of: different ways to’ produce varymg combmatlons of the more than 130 o

products that can be cierwed from commercxai tree’ crops R SRR 3

One of those products whlch ra;sed a cons:derable amount of mterest during the late 19908, is

~ carbon credits: While it is not p0531ble to accurately ‘gauge the level of employmem and invéstment’ -
‘in this part of the mdustry, 1t can be demonstrated that mgmﬁcaﬂt efforts were made to capture an
emerging envxronmental serv:ces market The anvestment in infrastructure and human capital for
carbon accounting systems carbon sequestratxon assesstnent and momtonng, and potential trading
mechanisms with only avery smail nurmber of trades ever bomg realised, attests to the capac;ty for
generating employment in the env1ronment sector R : '

POTENT!AL OPPORTUNITIES FOR FUTURE GROWTH

The growmg mterest in usmg commerc:ai forestry actmt;es to dehver env;ronmental services is .
viewed as one of a- nnmber of 1mportant options for’ addressmg envxronmental degradatlon Many .
of the reglonai envirofimental plans being’ deveioped under the National Actzon Plan for Salinity
and Water Quahty would be con31der1n g where and how trees could be used as a least cost solution iy
for repairing the envaronment R TR L - S |

As stronger efforts are made to mtemahse the enwronmental .COsts assocnated w1th existing land-
use practices, there should be an increasing range of opportunities to utilise plantations and native
forests for muitlple purposes It is expected that employment and more par’tzcuiarly training,

el
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! wrll be requrred t(} support the followmg activrtles as an extensron of plantaﬂon forestry or the
management of exasting natlve forest resources U :

» * Land conservanon stewardshrp and phzianthropy
#  Water resource management in terms of water quallty and quant;ty
a Integration of tree management eptlens into- property management piannrng

= Development of env:ronrnental management systems or’ adoptlon/modlﬁcanon of national
environmental management certiﬂcatlon schemes '

®  Third-party - aecredltanen of envrrenmentai perfonnance agaznst farm based or national
certrﬁcat;ons schemes : s - i : Ce

= Financial sector capacrty to’ audtt and assess the leng -térm beneﬁts of 1mproved land
management fer the assets they hold under mortgage s -

= Public envrrenmentai audttmg and repertang te generate the 1nfermat10n base to suppert markets
for envrroamentai semces SRRt I SRR :

n Physrca] mfrastructure te measure ehanges in the env1ronment
® - Brokers of envrronmental serv1ces S
= Institutional mvestment in envrronmental servrees

= Financial sector. deveiopment of Soela]ly-responmbie mvestment criteria and assessment of
rural industry performance agamst those criteria ' :

" Reglenai eeorci;natlen of addltronal wood supply frem rnany small growers

= Investment m emerging mdustries to unhse the addrnonal materral snch as renewable energy
_ '(electrrcrty and bzofuel) productlon from biomass reseurces :

= New nmber processmg sector mvestment tc unhse addltionai timber resources

u Reglonaily based educatlon and extensren serv1ces te support the envrronmental services
“Sector. SRR N N _

FORESTRY AS A KEY ELEMENT !N THE
GROWTH OF THE ENVIRONMENT SECTOR

The Austrai;an Conservanon Feundanen and Allen Consultmg Report stated that up to $25bn of the
$65bn that was’ reqnlred to address environmental preblems over the next twenty years, should be"
spent on the replantmg of trees or Woody vegetanon in the tural Eandscape It would be reasonable
to expect that this level: of expendatnre wonld result m the plantmg of at ieast ten mrlhon hectares_
Of frees. . . . Lo i . . .

Whether thrs can be achreved wrll be determmed by a number of facters, which w1ii also 1mpact i
on the long-term growth potennal of the env1renrnent sector and the subseqaent employment
opportunities in that sector. - ST o a s .

The key factors are centred around what will happen with the additional timber resources, how
the environmental services are generated and who will pay for those services. If, as some analysts
suggest, governments are. th_e purchasers of environmental'services, it is reasonable to expect that

“
~d ™
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© free crops will be establlshed and managed m a manner that is not necessarrly compatible with the
needs ef the timber mdustry = c : :

For example mappropr]ate specres from a trmber processrng perspectlve may be pianted on sites
that are difficult to access or on too small a’ scale to supply the processing sector. In this case, the
government subsrdy of planting or future purchase of environmental credits may have to cover a
large proportion of the treée establishment and management costs, espeeraliy if the costs of repair
are far greater than the value of the environmental services. This approach may only last as long as
there are srgmﬁcant govemment contnbutlons to the programs

However, if a large proportaon of th;s tree plantmg effort is undertaken in'sucha way that multiple
timber and non-timber- outcomes are drivmg the activities, it is quite likely that the appropriate |
species will be planted or managed at: strategic locations w1thm the 1andscape to produce multiple

The key mvestment drrvers would be a combmauee of the retums from timber and the de rvery

of, or payment for,. envuonmentai servrces “In this case, the value of the environmental services

may cover a smaller proportron of the total costs of the envzronmentai solutions, particularly where
those services c¢an be ari extensmn of a tanglbie and ex1stmg industry with a long-term investment

horizon. '

It is important to note that if the prlvete seetor is to pay for the establishinent of commercial tree
crops that deliver environmental services on the scale suggested, there will need to be a clear
strategic direction for the growth of the timber processing sector. Australia’s timber industry would
need to be in a position to utilise the additional timber resources ‘then sell those products on- the
domestic and international markets. Unless these issues are addressed, the impediments to the
growth of the tlmber mdustry Wlii have a substantral nega’uve rmpact on the potentlal growth of the
environment sector. IR : T : :

The background tor the mqmry reeogmses the 1mportance of Indr genous people and the utilisation
of Indigenous skills as 1mportant components for ‘supporting the *long-term - growth of the
environmental services sector The National Assoe;atron of Forest Industrles is working with AFFA
and ATSIC to promote the development of a Natronai Indi genous Forestry Strategy. It is intended
that the strategy will assist Indi igenous people to 1dent1fy the optrons for managing their forest, and
possibly their plantatron resources to maximise the soczal econom:c env1ronmental and cultural
outcomes. R : :

This strategy shouId also contam an outime of how indr genous commumt:es can build effective
links with the "environment seetor Whﬂe mformmg the ‘wider eommumty about their views on
sustainable forest management praetlees :

BARRIERS 10 '-THE-- GROWTH OF "*rH'E E’NV[RoN*MENT* SEc.ToR

A number of barrrers need to be addressed in order to promote the growth of an environment sector
that is driven by prlvate sector mvestment and underprnned by approprlate government regulations
and programs. Ll : . . '

Information base to support enwronmental servzces markets

In order for these markets to- operate effectweiy, they wdi reqmre the development of baseline data
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" sets so that the changes in envrronmemal parameters can be appropr: ately monitored across time.
The publrc nature and | range of: detarls requrred suggests that provrdmg the baseline data may be a
role for governments, generally as-arn extensron of the National Land and Water Resources Audit.

Effective national rules for' iradeable 'envirdnmen“tal servic"es
It is essential that the natronal ruies applymg to the generatron of environmental services reflect the
specific nature of Australia’s environment and andsc&pes so that they support, rather than impede,

the generation of tradeable -credits. For example, the definitions applied to carbon sinks did not
support all of the carbon sequestratron actrvznes that trees could ‘oe used for.

Cons:stency in the tax ruies applymg to envrronment sector acavmes

If tree crops are to be tsed as part of the solutlons to envrronmental degradatlon it is essential that

investment vehlcies that utilise the- prowsmns of the taxation laws are not undermined by consistent

changes. The expansron of reglonal pkantatron resources to supply new trmber processmg industries
in the future will have to occur over.a minimum-of 10 years and possrbiy ap to 40-or 50 years in the

lower rainfall areas. ‘As the removal of the 13-month prepayment rule in 1999 and re-introduction

of the 12-month’ ruie in2002 demonstrate changes in tax polrcy undermine mvestor corifidence and

raise uneertamty about’ ]ong-term mvestment actrvrt;es such as forestry '

Inadvertent consequences of exrsnng tax rules

If the environment sector- growth is to be driven through prlvate mvestment it will depend to
a large extent on the exchange of r1ghts for environmiental services. For trees it is ‘possible to
separate the ownership of the land, the trees and products wrthm those trees. However, it'is likely
that those credits will be exchanged as i ghts At the present time, the taxatron provisions applying
to rights may be an 1mpedrment to investment, and therefore employment, in the - environmental
services sector; A appropnate and equrtable set of taxatlon arrangements applymg 1o the creation
and disposal of the rights will be requrred to promote the deveiopment of markets for deveioptng,'
buying and selling env;ronmental credrts S :

Market-based mstruments developed in lsolatwn af mamstream mdustry

The future growth of the envrronment sector will depend on the nature of the returns that can
be generated from activities with an environmental ‘income’. At the present time, many of the
market-based instruments are bemg desrgned in rsolatron of the activities of mainstream industries.
To ensure their longevity and to encourage investment from the private sector in environmental
solutions, it will be rmportant to have access to a number of possible income streams in order to
reduce the degree of risk faced. by potential mvestors In the case of forestry projects, this would
include the sale of timber in addrtron to the exchange of envrronmentai service credlts

Govemment regulatmns

There are cases where govemment re gu}auons are fndlrectiy zmpedmg the growth of the environment
sector. In the case of the forest and tlmber mdustry, the Renewable Energy Regulations limit the
opportunities to use woody biomass for energy productlon If trees are part of the environmental
solutions in particular. regions, it ‘may be approprzate that they are grown for the direct benefits they
provide to the environment and the i income from biomass, partrculariy if the resource could be used
to generate renewab]e energy certlﬁcates Slmliarly, State regulatrons that do not take into account
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the full life- cycie Impacts of usxng Vartous constmctzon mater;als wﬂi reduce the demand for timber
pr oducts and in turn ;mpede mvestmcnt in forestry and thcrefore the env1ronment sector.

POLICY MEASURES TO PROMOTE THE ENVIRGNMENT SECTOR

It will be essential in these early stages of the enwronment sector 'S growth to lmk the investiment
opportunities and environmental ‘services: markets to tangzble activities. From a forest industry
perspective, this would. aHow the env:ronment sector to deveiop in association ‘with the Australia’s
forest and timber 1ndustry, where the Federal vaemment is'a partner in Plantatzons for Australia:
the 2020 Vision and supports the sustamable use of our natlve forests. o

To ensure that the prlvate sector can be a Iong term contrlbutor to Australia’s environmental
repair, approprlate pohcles wﬂE be neecied to compiement the activities ‘being undertaken in the
‘environment sector. If trees are & partzai solutmn to the country 5 enwronmental problems, it will be -
important to have: smtabie policws and programs m p}ace to support the: estabhshment of the trees
‘and future mvestment ;n timber processmg SR o = :

In order to have all of these ac’avmes bemg demand drxven, there wﬂl need to be a very strong
effort placed behind the’ expansmn ‘of the domestic and mternatlonal markets for Australia’s timber
products. At the present time, Austraha is an internationally’ competltlve suppher of timber products
and with the additional resources coming on stream needs to bulid a presence and réputation in the
growing markets of the A51a Pac1ﬁc reglon

CONCLUSION

To control the amount of fundmg that wﬂl be reqmred (paruculariy from the Federai Govemment) -
to address Australia’ s enwronmental probiems it will be important to; ensure that the environment .

- sector has the capac;iy to- grow in assomatzon with exzstmg mrai mdustrzes In pamcular, it is

anticipated that the. growth of the environment sector. will be very’ close}y ahgned with chatzgmg

nature of our forest and timber mdustry Pohmes and programs that assist the ‘environment sector are
likely to help the forest: and timber. mdustry while investment in plantat;on and forest management
should lead to the generatlon of- envxronmentai beneﬁis, and ermronment sector employment, as
an extension of the exwtmg mdustry actwmes

Kate Carnell, Executwe Dlrector = o
Phil Townsend, Depnty Executive Dzrector

- National Assomatzon of: Forest Industrrcs
August 2002 - :
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