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Background

This submission is from an individual with a long fistory of working with the
farming community. | am a founding member of the Otvay Agroforestry Network,
the developer and national coordinator of the Austalian Master TreeGrower
Program, and a small private forest grower in the @ways.

Incorporated through the Victorian Farmers FedenatiheOtway Agroforestry

Network (OAN) is a non-profit community group with arouh80 financial members.
Since its inception in 1993 the group has raisecertttan $1 million to develop and
deliver farm forestry extension and support seszidéne OAN has led the way in
demonstrating the potential for landholders tograige trees into the farming landscape
for both conservation and timber production. Mdshe funding has come from federal
and state government farm forestry and landcargranos.

The Australian Master TreeGrower Program (MTG) is a participatory £
outreach and extension project delivered natiortallyfhe University of
Melbourne. Commencing in 1996, the program haveedd regional short- §
courses, prepared and provided extension informatil tools, coordinated | 7
national extension events and supported regional farestry and
agroforestry networks. By the end of 2007, sevéng/regional Master
TreeGrower courses had been conducted involving b#0 participants
and more than 30 partner organisations. The progasibeen supported by
the federal government’s Joint Venture Agroforegtrggram for more than
10 years and, more recently, by Land and WaterrAlist Independent

research has suggested that for every dollar diqpotoney the MTG i 1
program returns $11 of community benefit. ”ﬁ
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Bambra Agroforestry Farm is my private demonstration property g-;
established in 1987 to promote the integrationoohimercial tree growing |
into the farming landscape. More than 45 speciegeswn and managed for e

high quality timber. With the CSIRO | have harvelséed milled 10 and 16yr old prune
eucalypts to assess wood yields and quality. Thiedr has been used to produce
furniture to display the potential.

Bambra Agroforestry Farm in 1987 (left) and todalgove: Rowan Reid pruning his eucalypts



Timber as a farm product

A resilient and competitive timber industry regsigetimber supply that is diverse in it
nature, distribution and ownership. An industryttisaeliant on just one species, region
or ownership type (irrespective of its size) iscamible. This is clearly evident in the
disruption, insecurity and uncertainty we are sg@ow in the native timber industry as
the supply from public forest is withdrawn due toronunity demands. Because industry
and government fully expected that these forestddvalways be available there was no
serious consideration given to encouraging alteregroviders. In fact, timber pricing,
marketing arrangements and policies have actuabtodraged both private native forest
owners and potential native species growers frorasting.

Today, we are at risk of making the same mistakasced by the rate of recent
investment by the MIS sector in plantation develeptnboth government and the timber
industry are becoming complacent about the neediversity on the supply side. All
investment options, species, ownership models egioms have their risks. In the case of
the MIS sector the risks are obvious: taxatiomgsi water policy and regional planning
are just ones that have been in the news recently.

As an alternative future supply, farm forestry doeseem to offer much. The plantations
are commonly small in scale, widely distributedjedlse in their species and
management, complicated in their ownership andlpaategrated into regional timber
supply chains. However, it is this complexity, disiey and distribution that could make
farm forestry — or rather timber as a farm produan important component of a mature
and sustainable timber industry.

Those who remain sceptical need only look at teasam North West USA, Scandinavia,
New Zealand where farm forestry and industrial $tmecomplement each other. A
similar scenario is developing in the Otways: Féonestry benefits from a locally viable
industrial plantation sector which underpins pregas investment and market
development. In turn, farm forestry helps suppleetindustrial sector by:

- Involving hundreds of rural and peri-urban landeosdin the timber industry
thereby reducing community concerns about the impigglantation
development on their economy, community and enwviremt.

- Making land available for timber production thatwla otherwise be considered
too expensive, too small or too far from marketbéonorth of purchase for
plantation development alone.

- Exploring the viability of alternative timber spesior management options — It is
often forgotten that farm foresters have often keerfirst to grow eucalypts and
other native species for timber, prune for highligyar trial timber production in
the medium to low rainfall areas thereby reduchmgrisk and uncertainty for
industrial and corporate growers.

- Providing the opportunity for spot purchase of wmmitted timber during
periods of high market demand or when harvestingaistrial forests is
constrained by weather or other problems.



| am often described by my peers as being “antustidal”. | prefer to see myself as a
supporter of diversity. | do argue against poliog @rograms that presume to make a
judgement, on behalf of others, as to where, wimehh@w timber should be grown and
who might be the best owners. Governments shoulgiok winners. | do not believe
that government programs that provide up-frontmiees for plantations of
predetermined species, of a minimum size, with#trieted locations, using ‘best-
practice establishment and management practicds wor

I do believe governments have a role to play irpsuiing the development of a resilient
and sustainable timber industry.

We don't instruct farmers how to grow wheat or milkhey are simply rewarded for the
quality and quantity of the product they producke TIS is about timber — not
plantations. | implore the TIS to move one from itiea of farm forestry as plantation
development on farmland to the development of tinaisea farm product.

What then is farm forestry?

| define farm forestry (and agroforestry) as theestment by farmers, whether alone or
in partnership with others, in the establishmermt sranagement of trees for conservation
and profit (Reid and Stephen 2007). Farmers mapbsh and manage their forests for
any mix of the benefits they might provide. Theyypéace an emphasis on a single
outcome, such as timber production or biodivergitythey may seek to balance a range
of benefits in a multipurpose planting. Their piti@s may vary over the farm and change
over time. A forest initially established or mandder wildlife or land protection might
later be harvested for timber or valued for itsutgaForests on farms may increase
agricultural production or simply displace it. Theyght be sustainable, even improve
economic, social and environmental capital, or timay deplete these assets. The farmer,
or their partners, may profit from farm forestryamme to regret their involvement.

Timber is just one possible product of farm forgskn fact, given the time taken to
produce timber and the other more immediate vadfigsowing trees that a farmer is
able to capture (shelter, land degradation cordkesthetics) it is likely that the
production of timber from farm trees will be seanaabonus — icing on the cake — rather
than the reason for growing trees.

With a focus on the decisions that farmers makberahan the forest itself, the purpose
of farm forestry development and extension prograhiés from the promotion of
predefined commercial tree growing options to inworg the quality of the decisions that
landholders make regarding the design and manadgerhegres on their own land.

Most farm forestry development programs in Victphaginning with the Softwood Loan
Scheme of the 1970s and including the eucalyptati@m incentives of recent years
(such as the West RFA and Planations for Greenhousee sought to encourage the
adoption of particular timber plantation types gsifp-front incentives. Despite
suggestions that these projects act as a cattigsg is no evidence of such projects



stimulating any level of ongoing private investmanplantation development of the type
expected by the program proponents after the in@nwere withdrawn. The fact that
farmers require substantial up-front subsidies teeifovesting in conventional timber
plantations should have focused attention on thetption models rather than difficulty
of working with farmers.

By the same token, a program of competitive temgefior plantation development
(based on the principles of bush tender) woulditodaly inappropriate because it
focuses on the inputs (species, scale, locationagement etc) rather than the
production of the product (timber).

A note on the economics of growing trees for privat profit

Much has been written about the factors that imiheethe profitability of private
commercial tree growing. The standard test for litgttof a proposed forestry
investment involves a discounted cash flow analgb@ojected costs and returns using
a discount rate that acknowledges the cost of mandyinvestment uncertainty (Reid
and Stephen 2001). The general consensus isrit@gler to be profitable, timber
plantations must be large, uniform, planted on lgjgality land close to existing markets
and managed for relatively short rotation commogityducts (Turner et al. 2004).

As a result, most farm forestry development progréend to promote a narrow range of
farm forestry options that, due to their scale #n@lhigh opportunity costs (good quality
land), expose farmers to relatively high economacial and environmental risk (Reid
2007). Recognising this, government farm forestggpams commonly resort to the
provision of direct cash incentives to encouragepdn (Giger 1999, Reid 2004).

Yet, few policy makers, or even foresters for tmatter, ever question the criteria used to
evaluate plantation options on behalf of privateestors. Who said that NPV/Ha is the
most appropriate measure of viability? With morantli0% of farmland requiring
revegetation for environmental and agriculturalresl would it not be more rational to
measure the NPV per dollar invested or NPV per losbunanagement? Then there is the
exposure to risk: individual discount rates fompéion options tend to be in the order of
15% to 20% making any long term venture unviabieitis for income. It is dollars and
labour, not land, which is limiting forest developnt on many farms and it is the
obvious risk associated with long term forestryj@cts that discourages them from
forgoing agricultural production in order to proéuanber (whatever the apparent
profitability).

Our experience suggests that farmers prefer comah&raber options that utilise low
productivity land, provide a range of environmermtatl agricultural benefits and tend to
enhance, rather than degrade, landscape and hadlitas (Reid and Stewart 2006). If
investing their own resources, farmers will oftéarissmall, testing a range of species
and management options on their own farm beforentitting to large areas. Farmers
tend to prefer tree growing designs that reduce éx@osure to environmental, social or
economic risk and are often willing to accept tieg rotations required for high quality



timber production as long as they are able tofyu#tee initial investment and the ongoing
costs on the basis of the ongoing non-timber vatlueis forests provide (Reid and
Stewart 2006). In fact, in Victoria it is only faems who have shown serious interest in
growing long rotation high value timbers such asl Renbark or Blackwood.

Whatever the experts might think about the comraéxgability of the species and
management options adopted by farmers, the factibg are actively planting and
managing trees on their own land suggests thattibkgve it is worthwhile. These
contrasting perceptions of the commerciality oke&iry might be explained by the
distinction between investing in trees focomeand growing them focapital.
Commercial plantation forestry is driven by thegpects of achieving an attractive
return on investment with little regard for the iagp of their plantations on the capital
value of the land (Turner et al. 2004). Farmerregein establishing trees on farms, at
least initially, appears to be driven by a goatolhancing the capital value of their land
with the prospects of income from any future harbesng seen as a bonus (Reid and
Stewart 2006, Reid 2007). |

Making farm-forestry- timber as a farm product work

What is required is a shift away from the idea eftigg farmers to grow forests in order
to solve the problems that others perceive asatljtio one of empowering rural
communities to the point that they are able taaldte, design and implement forestry
practices that best meet their own individual aichmunity needs. The extent to which
these forests will produce commercial timber fatustry will largely depend on the
degree to which timber production (species, managénmarvesting and marketing) can
be integrated with the other values trees and tfoter.

Victoria has the opportunity to take the lead ia tievelopment of a diverse and
integrated that is inclusive of the farming comntunTimber could be an important farm
product but, because of the time frames involved, will only work if the forests are
integrated into the farming landscape and proved social, environmental and
economic benefits while they are growing.

Based on my experience and observations | wouddtbksuggest the following for
consideration:
That the TIS not fall into the trap of trying tackiwinners with respect to the
ownership, species, design, management or locafiuture timber plantations
in Victoria.
That the TIS instead focus on timber as the farodpet rather than plantation
development.
That any review or consideration of the potentaitdbution of farm forestry not
be influenced by the relatively poor uptake of gasternment plantation
incentive programs which have focused on subsigismber plantation
development.
That those involved in the TIS consider organisrtgur to inspect the work of
the Otway Agroforestry Network, SMART Timber ane thlaster TreeGrower



Program to gain an understanding of the poteraiapfivately funded
multipurpose forestry to deliver significant landpe change and high quality
long-rotation timber products.

That government funded research and developmens foe exploring the
potential for timber production to complement nonkter values of planted
forests on farms. For example, the harvesting eh@d sawlogs from riparian
buffer strips on our farm has enhanced biodivergtyes by increasing the
amount of dead wood in the stream.

That the governmemtot develop a ‘bush tender’ type incentive program for
plantation development.

That the TIS explore innovative ways of encouraging rewarding those
farmers who actually do produce timber of markedliqy— this might include:
the establishment of marketing agreements whichigecclear price and quality
signals; harvesting and marketing support to ofiseblems of scale and
establish market confidence; etc

That the Victorian Government invest in researath @xtension aimed at assisting
in the development of timber production as a farodpct. This should include
funding and support of government officers, comrtyufarm forestry and
agroforestry networks (mimicking the success of(diway Agroforestry
Network and SMART Timbers), and education prograoch as the Australian
Master TreeGrowers. The ‘plantation developmeriteff approach failed
because it was focused on removing the impedintergkantation expansion
rather than working on the development of low-riskegrated, multipurpose
forest developments.

That governments use their market power in theemndustry to facilitate and
support the introduction of farm grown product ithe market — this includes
firewood, sawlogs and private forest timbers.
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