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This Strategic Action Plan provides a pathway to shape a strong and profitable forest and
wood products sector for the future. This will be achieved by working together to address the
challenges and to make the most of opportunities. There are roles for everyone in this -
including forest owners, wood processors and manufacturers, investors, employees and
contractors, exporters, researchers, the Government and local authorities. All of these
participants will gain significantly by helping to achieve the industry’s vision of more than
doubling its export earnings to $12 billion by 2022. New Zealand society will also reap
substantial rewards, such as environmental and social benefits, from a vibrant and
progressive forest industry that extend far beyond pure economic gains.

This Strategic Action Plan has been developed through active engagement with forest and
wood products industry participants. The starting point for this process was the June 2011
Forest Industry Strategic Study’, based on interviews with senior industry leaders. The Study
provided a strong mandate from industry leaders and the Woodco Board to develop a pan-
industry strategy that positions the industry for the future.

The industry asked for a strategy with concise, actionable and time-phased deliverables. The
vision for the industry needed to be aspirational, transformational and benefit the full
spectrum of industry participants.

The Action Plan’s timeframe is 10 years, but this is an ongoing process that will be regularly
refreshed to ensure it remains valid and on-track.

! http://www.woodco.org.nz/strategic-plans



http://www.woodco.org.nz/strategic-plans

4 o« NEW ZEALAND FOREST AND WOOD PRODUCTS INDUSTRY STRATEGIC ACTION PLAN

Forest growing and wood processing contributes about 3% of New Zealand’s annual income
(GDP), employs around 31,800 people (about 1.4% of the labour force) and, after dairy and
meat, is the nation’s third-largest merchandise export earner.

Total export earnings from the industry for the year ended June 2011 were $4.5 billion,
10% of all merchandise exports and up 17% on exports for the June 2010 year. About
70% of forest production was exported, either as logs or processed products. Export logs
accounted for 47% of the total harvest volume for the year ended June 2011.

Australia, North Asia and the USA have remained New Zealand’s major wood product
markets over the past decade. The notable feature of the past few years has been the
growing importance of the Chinese market and the increasing proportion of logs exported
(largely driven by Chinese demand). In the years ending 30 June 2010 to 2011, log exports
to China increased by 53% in value terms.

The Asian region will be an increasingly important market for the New Zealand forest and
wood products industry. Asia and the Pacific will account for 60 percent of the world’s
population by 2020 - around 4.2 billion people. The highest population increases will be in
Asia, resulting in significant changes in production, consumption and trade in forest products.
Growth in wealth is changing values, perceptions and demand for goods and services.
Industrial roundwood production in Asia will fall far short of consumption, increasing the
dependence on imports.

The forest and wood products industry is capital intensive, with an overall investment
estimated to be worth $20.9 billion (December 2011).

New Zealand’s planted forests are highly productive and well-managed, and have an
estimated value of $15 billion. Because of this substantial investment in planted forests over
many decades, New Zealand has been able to protect its indigenous forests, be
self-sufficient in wood products and develop a sizeable export industry.

The investment in wood processing, including sawmills, pulp and paper manufacturing, panel
products and secondary manufacturing is estimated at $5.0 billion (with an estimated
replacement value of $11.1 billion). There is also $900 million invested in logging and log
transport infrastructure. The capital deployed has increased labour productivity and creates
jobs suited for a diverse work force, such as forest workers, machine operators, trades
people, engineers, scientists and senior managers. The industry already provides significant
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employment and investment in rural areas. Extensively automated high-value manufacturing
operations of the future will provide more employment opportunities.

The existing planted forest estate has the potential to increase annual wood availability by
40% (about 10 million m?) leading into the 2020s. Depending on markets, industry decisions
and Government policies, this increase in resource availability could be:

e Mostly exported as unprocessed logs;
Partially processed in New Zealand — as rough sawn timber or wood chips;
Used as an opportunity to attract increased investment in domestic wood processing
facilities;
Used for new industry activities and products;
Used as an opportunity for New Zealand-based forestry businesses to play a greater
role in international supply and distribution chains.

The forest and wood products industry has an outstanding story to tell. It is an industry that is
based on wholly renewable resources, producing 100% of its products from plantation forests
and recycled waste fibre; is New Zealand’s largest biomaterial recycler and has a very low
carbon footprint. In the future it will be substantially independent of non-renewable energy
inputs apart from transport fuel (and even this could be sourced from New Zealand wood in
the long run). The industry already provides greenhouse gas offsets, reducing New
Zealand'’s overall carbon footprint.

The forest and wood products industry also partners with other key sectors, for example
through providing products to the construction sector, supporting sustainable land use by
farmers and providing packaging solutions for their high-value food products.
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In the ten years to 2022, annual export earnings will more than double to $12 billion from a

New Zealand forest and wood products industry that is:

e Delivering innovative wood-based solutions from a sustainable resource to meet our

customers’ needs.

¢ Manufacturing a range of high-value, fibre-based products, including new biochemical

and biofuel value streams.
e Recognised as a world-leader in timber-engineered building solutions.
e Underpinned by forest growing as a valued and profitable land use.

¢ Recognised as a key New Zealand growth industry, delivering strong economic and

environmental benefits.

e Connected and collaborative across the value chain, from end-product to seedling.
e Characterised by industry players that have pride in each other, with the sector

regarded as a preferred career option for our brightest talent.

ALTERNATIVE PATH: Strong promotion of wood, diverse export
markets, transformed construction industry, high-value wood-
based manufacturing streams, growing domestic processing °

capacity, supported by collaborative and aligned industry sectors. .o.
L ]

$12 BILLION*
EXPORT
EARNINGS

°
o® STRATEGIC ACTIONS BY
o THE INDUSTRY HAVE THE

°® POTENTIAL TO INCREASE
o2 EXPORT EARNINGS BY
= $5.9 BILLION
e " | $6.1 BILLION
L g EXPORT
..",-. EARNINGS
e
PSS i

$4.5 BILLION _s.s.0me-e®®® s CURRENT PATH: increased reliance on log exports,
EXPORT narrowing range of markets, exposure to more volatile
EARNINGS market conditions, declining solid wood processing capacity,
I constrained residue availability, inefficient infrastructure.

* Katz — Proposed Export Revenue Targets for the Forest and Wood Products Industry Strategic Action Plan,

Alphametrik, 2012. Note: this report is draft and still subject to change.
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It is not a sensible or winning strategy to do nothing and just wait to make the best of what
arises. Making forward-looking decisions on industry direction is more likely to give better
long-term results for more participants.

Under a business-as-usual scenario over the next 10 years to 2022, an increasing proportion
of the harvest will be exported as logs. With an additional 10 million cubic metres of logs
available for harvest by 2022 (total of 35 million m® annually), we could at best expect around
a $1.6 billion increase in export revenues, to a total of $6.1 billion per annum. Solid wood
processing capacity would continue to decline, with flow-on effects to high-value fibre
manufacturing because of reduced availability of wood residues.

By implementing this Action Plan the industry will instead more than double its export
revenues through expanding its high-value wood processing and manufacturing processes,
developing new and innovative products and markets, better connecting with customers and
providing consumer solutions.

Value from the $12 billion of export earnings will flow through to all in the industry from higher
profitability, reduced volatility, new and diverse markets, improved operating costs and a
more business-friendly operating environment.

Specific benefits to forest growers are:

e Increased returns and reduced market risks and volatility, through having a diverse
customer base and strong demand for onshore wood processing and new products (such
as modified wood and biomaterials) that reposition radiata into high-value export markets.

e Creating additional revenue streams, for example through greater use of forest residues
for bioenergy and biochemical products.

e Less exposure to the volatility of log shipping costs.

e Lower operating costs and protecting the industry’s licence to operate (by making the
regulatory and compliance regimes more efficient).

e Reduced boom and bust cycles, and a more stable and efficient workforce.

e Forestry recognised and incentivised as a sustainable and profitable land use, and
New Zealand being regarded as a world-leader in sustainable forest management.

e More public recognition of the substantial environmental and community benefits
provided by forests.
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Specific benefits to wood processors and manufacturers are:

e Increased demand for wood products and market opportunities.

e An industry that competes more successfully against wood substitutes by developing
innovative wood-based building solutions.

e More investment in wood processing.

e Enhanced market opportunities for all participants.

e Reduced operating costs through manufacturing efficiencies, higher recovery rates, and
reduced compliance costs.

e Less price volatility, with lower reliance on commodity products and more focus on
delivering customer solutions.

e Certainty of fibre supply to allow significant expansion in the manufacture of value-adding
fibre products.

e Generating substantial new revenue streams from wood-based bioproducts.

The industry will deliver a dependable, higher-than-average return to investors in a stable
environment. New Zealand as a nation is already ranked highly as an attractive investment
environment. This is due to factors such as low levels of corruption?, the ease of doing
business, sound government processes and an independent judiciary, robust land tenure
and property rights, high education standards, and sound environmental credentials. The
forest and wood products industry can capitalise on these advantages and the benefits from
this Action Plan to attract new investment.

The industry will be recognised as a progressive and significant contributor to New Zealand’s
economic and environmental wellbeing.

2 New Zealand was ranked as the least corrupt country in 2011 (http:/cpi.transparency.org/cpi2011/results/).
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The actions required to deliver the industry’s vision for 2022 are grouped under themes in the
tables that follow.

The benefits to the industry through delivering the objectives are provided in dollar values (in
2011 dollar terms). Associated with each action is an indicative timeframe and costing. Note
that these budget figures are estimated annual costs and are subject to refinement following
detailed scoping of the work involved with each action.

Many of the actions will be undertaken over shorter periods of time than covered by the
Action Plan (that is, one- or two-year projects). However, with annual review of the Action
Plan it is expected that new projects and initiatives will be added each year to replace
completed projects. The total cost (at the end of the tables) should therefore be regarded as
a realistic annual budget for pan-industry activities.
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