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I look forward 10 Ihe findinas of the inquIrY and trust Ihat it will assist to underpin the lon,
term future of Australia's forestry Industry.
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Victorian Government's Submission to the House Standing
Committee on Agriculture, Resources, Fisheries and Forestry •
Inquiry Into the Australian forestry industry

Victorian forestry industry

VlCloria's limbef industry has hislorically played an impotUlnl role in the Slate's econorrnc.nd regional
developn1ent and ~ remains 01 major economic value and a signiflCllnt soorce 01 employment

Managed under a WOI1d class system of SltlItalnab!e forest management. Vlc:tofia's !orest estate
covers a((lUnd 63 mi/tkln hectares or 36 per cent of the S\<Ite, Victorie's forest estate ,s dive/MI,

managed lor mulliple goods and services and consists ot nature conservation 'eteNeS, Slate torest.
other Crown and leasehold land, pnvate nallYe forest and p1antalions. The Industry employs
approximately 23,700 W<)I'kers throU{lllout lhe State with a s~nlficant number located in regional

Victoria.

Resource

VICtOria is the largesl producer of logs In Australia, harvesting over 6.1 million ml In 2006.(19, which
represented 24 per cenl of the lotal nallonal harvest (ASARES, 2010), Within this total, Vlctoria was

the large$t producer of softwood logs (3.9 million m"j, representing 29 per cent of Australia's total
production.

Victoria's State forests comprise around 3.3 mlion he<:tares, almost 40 per cent of Victoria's total
lorest estate. Native forests are manil900 under !he Regional Forest Agreements framework, for

various purposes including environmental COflservation and timber production. Victoria II CUrrenlly
engaged WIth the Australian Gov&mmenl In a comprehef\SNe review of the progress of

ImplementaMn lor these 2o-year agreements.

Victoria's Ilan1wood plantations CO'ief an are<J 01 approldmately 229,400 he<:tales and are managed
primarily tor shorl·rotation plantations producing woodd1ips, The area of softwood plantations In
ViclOria is approximately 222,100 heetares and Is typkally managed over a looger-rotalion for sawlog
and wooddup prodUClKln.

Processing

VlCtOrian sawmills, eompns"'lil tlafdwood and softwood pnx::llssors, produced approximately 109
million m' of sawn timber In 2007--ml (ABARES, 2010) Softwood sawntlmber production acc:oonts fOf
approximiltely 75 per <:enl 01 this total,

Victoria is also a signilic:ant produoer 01 pulp and paper, with the Maryvale mm (Ausll1llian Paper)
producing more tllan 611,000 loones of paper and 494,000 tOrlIleS 01 pylp each year - by lal, the
largest pulp and paper facility ,n AlI$tr.tlia utillaong softwood and hardwood fibfe (sourced from nalrie
forest hardwood pulplogs and an increasing YOIume from hardwood and softwood plantations).

VICtOria's forest indU$try enoornpassn a rallQ" of other procesaing and manulac:turing enterprises,
including the prodl.lCllOn of plywood and medium d&nsily fibreboard The ~ustry eompnses
investment from Auslralian publicly listed companies, inlernallooal torest and wood product
companies, end a drverse range of lamily and privately owned <:(lltlpanies
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Forest policy in Victoria

The gro5I VAJe of VICIOfia'. \011I1 ("-"elWood and~) log lIfodllCliOn wa. $400 rniiofI in

2llOll-Oe (AflARES 2010) Thi. wal the hlllhelt oI.n~ Stale al1d represented 23 per cent of AUItralia's
IOtal value over this period Furthefrnore, Victoria'. oombmed Sillies and _ noome 1l'otn wood,

p.per and p.per products WilS JuSI over S6 5 biIWon ., 2006-07, allO tha highest of an~ Slate
(ABARES, 2010)

A large proportion 01 forest industry produaion is dnven b~ !he domestic: building Industry In 2009-10,
Voctor.. h..:Ilhe largest number of housing oommenoemen1$ (37,800) in Australia and total dwening
unit commencements wetfl epproJdtnate/)' 5<lI,400, or 33 per c:enI of !he Auslf.n total. These
..1im8tet indicate that Victone is ooa of the ....gest markets for sawn nmber, whk:h is Wi ..WIt with
conslrucllon trends t:Net 1he pnl decade

Soc/a-.conomic beneflU

Emplo~',""l"the Vi::toriarl~ isltlllm-.d 10 be around 23,700 (Schirmer, 2010). The majoriry

d .... .-npIoyed ., !he Indusuy(~ 85 per cent) WOl'k ... lhI pc1mary Of secondary
poOC!SIoIIll __ (Table 1)

Tablil1 VICtorian '-llndUl'Uy .mpIoyment by Helor (2010)

F_I DtusUy MCtor &u.n.ted empkl)'iil.nl, P.runl oIlOUiI '-t
....nlleu oIlimbitf &OU1'CIi IndUl'Uy .........'''..nr

In .odilion,1he Vaonan G<Nemmen1 "- mIde .cla.-wo,",liIl._11O ensumg world ItandBrll
lolaif)'~lpr8dic:lH _ adopted throoghout the indult<y lind providing strong alJpport for

indUltry lnnovaoo... lind forestry adUC8bOn central

In tht 2010 Slate I "", me VoClOI'IIio, Gow'M'omeIlt allii"Md ill COl'I,lilll~ to~,,, Ihe Mure
d \I'1c:toM $ twnbaf ir'oduWy po I :. I; It'wwgh pRMdIng Ioo'lltII!nTI secorty for IN cncluWf by

• lill*anteelng~ -=es.s 10 curTWlI 8Upplie$ d nalM! IIrnbet;
• IUpJIQI'\OIllI e>i )10., ... IhIlI_llI d M!l'41ore$ls 10 tnsure lhe!l' funn.

• me ..... of RegooMI ForeM"O"'.ib -,. five~ 10 poeNa.~~ HCUlIy...
• -.mg 1he Depar1rTlent d PrirnIfy lncIuuries is responsible lor maoIIgong -.as d puIlk nalMll

forest set aside lor wood prod\lCbon,



Key issues for the Victorian forestry industry

The VICtorian Govarnme(lt has cornmftled to the forest polICIeS above 10 a&Sist the VlCIOrian forestry
industry 10 address a rangll of challenges and key 15&,,". Some of these are common across aU
states and jurisdiebons in Australia. These include, for e>:ampla. compeWon lor land use, new m~ls

of plantatkln investment, international competitiveness, integrated management of W3ter 1flOUrt:eS

and also carbon as part of a national Of globall'ramework to address dimate variabilily

"The VIttOllan Gt7vemmen\ woold lilI.e 10 t'ligI'I\f;Ih\ fNe \l.ey issIlft fOf :specific coos'o:1eratiOl"l \>fldeI \he

Inquiry (Table 2). FoUowit1!l is an outline of these key i$$Ues.

Tlble 2AlIgnment of key inuel with terma of teferenee

Key issues

""" -« Inc.-ening ......... MainI8lning Ct
sePllrotion e"lllndlllO tile -- tnlOrket-blsltd --Terms of referenos « resource boI.. """ UIilisaIkln ....-- ~..
~",. effldflncy ..... pos~ion

""-"".......
~ b' """ const<>UllI.,., < < < < <--OpponunirlM for diYersilie8tion, value- < < <
-.g ana ptO<kldive _atilln
Environmental impacts or loruIrY <
Creating e beIIer boAinesa < < < <
en~ lot Iorftt industries

SociIl """ ea>iltliTlk:~ of < < <
loteotry PfOdL>C1lon
POI_I energy produc:tioo kom the <"'--Land u"" <:ompelilion belwe<!n tile <
IoresIry """~--

1 Achieving separation of commercial and regulatory functions

The clear sepala~on 01 commercial and regutlltory roles is a comerstonll of good public policy,

VlCtona has been at the torefront of industry relorm in U!flTIS 01 !he sepat'3tlOn of CCI'\1I'J'N!'tCI functions
from tlle tle.eIopmem 01 nalNe l=t policy and l&{lula\iOrl, fl)f e1l,ampIe. lhtwgl\ the $ale 01 iI3

softwood est;lte (1900) and !he creation or VleForesls (2004). Some otker States have followed similar
processes ror privatisalKlfl of plantation resources and als.o the separation of 0()IT\ITIll'r0l1 interests in
native forests

The$e processes have contributed 10 glllater transparency, aec:ount;lbility and have created the

OWOflunity for the soelal al'ld eoonomic benelrrs of forestry production to be more fully caplored,

The Victorian Government is committed to imPfoving and strengthening these processes. and in
particular V>eForests' role In the commercial management olVictona's public nat...." hardwood estate

OllportunltieS. ,,>1\\ \<If \t"l aeaOOn 01 a be\\ef bIl'iJ!\us e<wlronn\e<lt lQ< foI'ef>t ilI<1u!i.l~ ttIlOU';jllou\

Australia lhrough greater adoPtion of !he "'bonal Cornpelllion Principles Agreement, ~rtieulllrty with

re&ped: 10 competitive neutrality poIleV and principles,

___ ._.~ ~__J



The Viclorian Go~emmenr encourages rhe Irlquiry 10 recognise the Impot/anw and benefjls of the
clear separalion of foresl policy, regulatory and commercial functions, especially In relation 10 Siale­

owned foros!ry resources and buslneSSfts,

2 Maintaining or expanding the resource base

The terms of reference cover the opponunibes lor and constraints on production. A fundamental

requirement for maximising industry production is maintaining or expanding the forest rf!!SOUlce base,
In ~s 2010 election commitments, the Victorian Government committed to improving the security 01
native timber supply to the industry, There are a range of aspects to consider in relabon to this
objective, including the drivers fOi plantation investment, farm forestry and biosecurity that the

Vdorian Government would like to draw to the InqUiry's attention, These se~ted aspects are
outlined below

Ptilntatkm investment

Australian Government policies to promote the expansion of the plantation estate havtl ir>creased in
the establishment of short-rotation hardwood plantations for pulplogs. However, these poiicies have
not resulted in a sigllIlicant increase ,n me area ot Ilarawood or softwood plallIations for sawklgs, Lack

of expansion for plantation sawlogs represents a major constraint on national production. Coupled wrth
the decline in supply of sawlogs sourced from native forests over the past decade. there is likely to be
a further tightening of supply that will constrain future devtllopment

A lack of supply security is also likely to affect the viabilrty of the downstream processing businesses,
which are major employers. Primary processing is estimated to account for almost 22 per cent of total

100estry industry employment in Victoria. most olwhich occurs in regiortallocations.

Farm forestry

The Victorian Government also recognises the role that farm forestry can play in securing resource

supply, imprOVing farm sustainability and delivering broad scale environmental benefits to the
community. For farm forestry to be adopted on a sutr><:ienlly large scale to generate these benefits a
number 01 issues !teed fO be addressed. These indude;

... lack of C<1pacity of service providers to meet grower needs (especially grower associations);

~ diff><:ulty of accessing the latest research in a form suitable for farm forest growers;

>- poor community recognition of the potential benefits of fann forestry at both a farm and

catchment level; and

>- lack of commercial markets fOi farm forestry sourced timber,

The Carbon Farming Inibative is still under development and rt is not yet clear whether it will provide
incentives to foster the further development of lann forestry on a wide scale.

Ar>other issue that needs to be addressed to foster the wide scale establishment of farm forestry fs

consistency of land use determinations, Recognising that fann forestry is intended to be part of an
agricultural system, land use policies should be consistent across rural sectors and across local

government areas.

BiQsecurijy

Blosecurity is an issue that needs to be taken into consideration lor securing the Pfoductive resource
base for industry. For exam~e Victoria. along wijh other Australian states, is currently facing a sefious

biose<:urity threat in the form of Myrtle Rust (Uredo rang",'II), which attacks actively-growing leaves
and shoots of the Myrtaceae family. inciuding many Eucatyptus species



The Vk;torian Government acknowledges the serious threat Itlat Myrtle Rust poses to the Ioreslly
industry and is contributing to the national response that is being coordinated by the Myrtle Rust

National Management Group

TIle Victorian Govemmenr enrolJrages the tnquiry to recognise the impor/ance ot the deV9!opnwni of
an erwironllWnt !hal encourages plantallon Investment, farm forestry and biosecurity with tmJ objective

of maximising industry production.

3 Increasing production and utilisation efficiency

A key locus fe< the Vk;torian Government is increasing prodoction and efficient utilisation of ~s forest

resources. The Victorian Government recognrses the key contribution m<lde by industry research and
development (R&D) to meeting this objective. It also recognises the potential contribution to bioenergy

produc~on through enhanced resource utilisabon,

R&D investment

Investment in R&D is critical to enhancing both Victe<ia's and Australia's production and utilisation

efficiency. HislOfically, CSIRQ has undertaken primary research to support productivity flains
throughout the industry; however, investment in research of this nature has declined SUbstantially in

recent years. FOfe;t and Wood Products Australia (FWPA) contributes to the body of industry
research as does the Cooperative Research Cenlfe for Forestry, but mOfe investment is nee<:led to
underpin the industry's ongoing efforts to achieve greater effICiency,

Without continued investment in national R&D, fur/her productivity gains in the forestry industry can be
expected to slow and, hence, the competitiveness of the Australian industry will begin to decline

The Vic/on'an GovemllWnt encourages th9 Inquiry /0 review the status and contribution of R&D 10

industry production,

8jQene'llV

The lorestry industry in VlctOl'ia has potential to provide fee<:lstock for renewable enefgy production in

niche circumstances, and yet this opportunity has been conslfained to date

One of the key constraints facing the industry is limited community un~rstanding and acceptance of
the sustainable use of native forest wood waste for production purposes including bioenergy

The Victorian Government encourages lire Inquiry 10 roview the constraints 10 bioonergy development
using forost industry f86dstock and consider the imp<Jcr Ihis has on production and utilisation efficieney

across the industry.

4 Facilitating the operation of mark.et mechanisms

Another cornerstone of good public poi",y is enabling the use of mal1<et mechanisms to maximise the
benefits to society from the use of its lorest resources.

V",toria has adopted mal1<et-based approaches to assist the competnive development of its lorest
industry. It is the only State to have introduced a system fOf competitively allocating and selling timber
from its native fOfest estate. The use of an online auction system to sell hardwood sa'Nlogs to

sawmills, coupled with tendering processes for harvest and haulage contracts, and regeneration
works, has resulted in a re<:luction to the barriers to entry and exit within the industry, greater

transparency, greater competition, and enhanced allocation of resources.

The Victorian GOWlmmenl encourages Ihe Inquiry 10 recognise the desirability of national ronsisteney
;n adamino market based mechanisms for too sales. OOWlmance and cost rooovelY for timber from



I public nalive forests.

Related to this, the effICient opera~on of any market-based approach critically rests on tile symmetry
of informatk>o available to buyers and sellers, for example about price trends and forest area and yield
es~mates,

Price indices for Australia's softwood sector and for sawn timber and other wood products are now

contribu~ng dire<:lly to the transparency of the Australian forestry industry They also reduce tile
transaction costs asSO(:iated with price negotiations.

The IWstralian Bureau of Agriculture and Resoufces Economics and Science (ABARES) and the
National Plantatk>n Inventory (NPI) provide important publicly available infoonalion ,egarding

Australia's plantation afea and yield. The resea,ch undertaken by these organisa~ons is an important
source of information and requires on-going investment to ensure the a<Xuracy and ~meliness of the
d,.
Tile Viclorian Governmenl ern:ourages Ihe Inquiry 10 (;1.)f1sider opportunities for creating a beller

busiMSS environment for foresl induslOOS throu.qh th8 development of additrcmal market intelligence,

forexflmple, by facilitaling the establishment of a nalional han:JwOO<J logp~ index, and through th'"
provisi<Jn ofpublicly-available informfllion about forest area and yiald astimates.

~

5 Maintaining or enhancing competitive position

As outlined abcve. the Victorian forest industry has faced significant institu~onal 'eform designed to

improve its competitive position. National forest policy and government initia~ves also have a role in
enharocing tIl& competitiveness of the industry through, for example, creating an environment that is
conducive 10 inveslment across !he Slaies

Attracting ongoing investment

Vklofia has attracted considerable capital investmem over time including. for &xample, the
est"blishment of one of the leading major pulp and paper manufactUring tacil~ies in Austraha. the

privatisatlon of State-owned softwood resources. and numerous sawmill and p"nel prodllClion facilities
across the State. Maintaining or enhancing industry's competrtive pos~ion will require ongoing
investment, right across the supply chain,

The Victorian Government seeks to provide long-term ss<:urily for the industry, thro\19h a polky and
r89ulatory en~i,onmentthat lacilitates ongoing investment. This position n""'ds to be complemented
with clear Statements on national forest polky from the Federal Government

The Vicforian Government encourages the Inquiry fo consider how the Au:"":"""':CGovernment and
Industry can facililate and enhance t~fl investment envlronmenl in w~ich tM fofflSt industry operates,

recognising the imperative for ongoing investment and industry ren",wsl over time.

Recognition oI\'pde exposure

In ,elation to the '89ulatory environment, a key issue is exposure to imported products, some of which
may be from illegal sou'ces 0' from countries with lesser regulatory requirements.

Victoria is the home of a number of key primary "nd secondary wood and wood product p'ocessing
operations in Australia. for exampH! the Maryvale mill (Australian P"pe<") in G,ppsland, This mill makes

a significant contribution to regional employment and expeoortu,e in Victoria and Australia It is also
exposed directly to intemalional competition from CO\lnlries wrth different regUlatory environments

I The Victon'an Government encourages fhe Inquiry to consider how the A/Jstralian Government can I



•

enSlJre the nation,,1 rogul"tory environment enhances the competitiveness of the Australian industry,

including those busineSS6s that trade imemationally.

Another key issue relating to regulation and industry competrtiveness is illegal klgging of forests in
other countries, and the impact of illegal timber Imports on domestic producers. The Australian
Government is leading on the development of legislation to combat illegal logging, however it is
important that all states are fUlly engaged in the design alld operation of these regUlations as they are

introduced over the next two years.

Tile Vlcforian Govemment encourages tile Inquiry to recogniS6 the national illegal logging policy

develOfjmenl process wHi require significant State Govemment end industry conSuNation and input fo
ensure policy sellings are consistent and (acHitale a compatitiv8 forest industry.

SUMMARY

The Victorian Government encourages the Inquiry to

• recognise the importance alld benefits of the clear separation of forest policy, regulatory and
commercial functions, especially in 'elation to State-owned forestry resources and businesses:

• recognise the importance of th<l development of an environment thai encourages plantation
investment, farm forestry an<l biosecurily wrth the objective of maximising industry production:

• rev>ew the status and conthootion of R&D to industry production:

• revfew the constraints to bioenergy develOjlmf!nl using torest in<lustry feedstock and consider

the impacllhis has on production and utilisation efficiency aCross the industry:

• recognise th<l desirability of national consistency in adopting mar1<et based mechanisms tor

log sales, governance and cost recovery for timber from public native forests:

• consider opportunities for creating a better business environment for forest industhes through
the development of additional mar1<et intelligence, for example, by supporting the

estabiishment of a national hardwood klg price index, and through the provision of publicly­
<waUClble informCltion on forest area arld yield eshmates;

• consider how the Australian Government and industry can facilitate and enhance th<l
investment environment in which the forest industry operates, recognising the impe,ative for

ongoing investment and industry renewal over time:

• consider how the Australian Government can ensure the national regulatory environment
enhances \he compelitiveness of the Australian industry, including those businesses that trade

internatfonally: and

• ,ecognise too nahonal il!egallogging policy deveklpmenl process will require significant Stale
Go~ernment and industry consultation and input to ensure policy settings are COflsistent and

facilitate of a compel~ive torest indus1ry.
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