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2 MINISTRY OF BUSINESS,
INNOVATION & EMPLOYMENT
HTKINA WHAKATUTUKI

BRIEFING
Regional Growth Initiatives (MYA): Totara Industry Pilot Proposal

Date: 4 January 2018 Priority: High
Security In Confidence Tracking 1625 17-18
classification: number:

Purpose

To seek your agreement for $450,000 in funding from the Regional Growth@;ives Multi-Year
t

Appropriation to co-fund, with SCION and Northland Inc, a two-year pilot he validity
establishing an indigenous totara (Podocarpus totara) wood industry j A
>
B

Recommended action O
'\ L
The Ministry of Business, Innovation and Employmen @;E-s’ that w
a.  Note that this project is co-funded by Scio land lrg@@ Regional Council
s9(2)(b)(i)
NORENDY oo
b.  Note that Senior Regional O ve review osal for the Totara Industry Pilot
and recommend investm Regio nitiatives Multi-Year Appropriation to
the project. %

B &

c. Notetha ember 20 et amended delegations for the Regional Growth
Initiatj ear A iatio” proposals. Cabinet Minute [refer CAB-17-MIN-0554]
author e Ministe tonal Economic Development to approve any projects that are:

i. invest Y;

million in total; and

i. le
iii. & pe of the Regional Growth Initiatives appropriation. l
Agr':

d. g as delegated Ministers for Regional Economic Development funding of $450,000
towards the Totara Industry Pilot from the Regional Growth JMifiatives Multi-Year

Appropriation: $225,000 in FY17/18 and $225,000 j
Disagree

Stephanie Weller
RED Implementation Manager gional Economic
Labour, Science and Enterprise,

X, | Qo

.................
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Background

1.

The Totara Industry Pilot ¢the Pilot) was identified as an opportunity in the 2015 Tai Tokerau
Northland Growth Study which noted “there is opportunity to develop a new niche industry
producing high value native wood products from totara”.

Although the Pilot was not included in the Tai Tokerau Northland Economic Action Plan at its
launch in February 2016, investigations into its feasibility resulted in it being added in April
2017 with the endorsement of the Advisory Group for the Action Plan.

Currently totara is an underutilised resource within the wood products industry. Despite its
economic potential, and the presence of a large sustainable resource in Northland, the
industry faces a number of barriers which have prevented its establishment to date.

The Pilot is intended to investigate whether these barriers are surmountable and, thereby,
facilitate the development of an industry that has the potential to sust@bly grow jobs, boost

economic development, and diversify Northland’s economy.

The business case (attached as Annex one) notes that it i icyft to’'quantif:

benefits of the Pilot itself, as it is intended only to test ass

industry can be successfully established. However

potential to produce $7.5 million of totara tlmb

estimated 20 direct jobs and an additional 7

region. If this timber was processed into hj wood DP potential value of
ahd over 1,750

the industry i mcreases to $40-60 m|II| 02 d|r

indirect/induced jobs.’ v

This proposal was conSIde dorsed b gional Officials (SROs) at their
meeting on 7 December

Case for Reglq@%wth I Fundmg

8

Co-funding fr 7 \
sgmﬁ@

This proj glonally-lw Totara Steering Group, as described below at

iII oversee the funding contract with Scion, with the assistance of
enPagency representative on the group. The full cost of the
project :
of the attache

and Northland Inc

Private sector investment not realistic

10.

11.

12.

s9(2)(g)(i)

' Locus Research, 2014, commissioned by the Northland Tétara Working Group.
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No other government sources of funding available

13.

14.

Ministry for Primary Industries has investigated whether this project could be funded through
one of MPI's investment funds but cannot as:

a. the Primary Growth Partnership requires industry funding of 60 percent (Scion is a
Government-funded entity);

b. the Sustainable Farming Fund does not fund projects for commercial purposes.
Consultation within government has not identified any other realistic sources of funding.

Ability to extend into other regions and wood sources

15.

16.

The Pilot will be focused on Northland and tétara but if this pilot establishes a proof of
concept then the model could be expanded to other regions where totara is naturally
abundant and/or be applied to other native timbers with the potential to be sustainably
harvested on private land.

As a condition of its funding, the Government should be able to accessthe mtellectual
property necessary to make an assessment as to the feaS|b|||ty of the Pilot ther
regions and products.

Overview of Totara Industry Pilot

17.

18.

19.

20.

21.

22,

23.

,‘
Totara forest is abundant in Northland, with an g *ﬂ \330 000 -dominant
regenerating forest on private land across t -. aturg ates prolifically and
has the potential to be managed as a s source ent existing pastoral
land use.

Previous investigations have s 5_aXile ely well to silviculture practices,
with average tree growth bo 5 times angh\B stand productivity around five-fold.
Previous studies indicat i® well-sujt ange of high-value products such as
interior linings, floorin re and features. S9(2)®)i)

s9(2)(bXii) c’ % This compares to
around $300 per vX feFradiata §>

The po %} esource is not widely recognised by landowners and the
fores [ he spread of the resource in small stands over many

prope ,yet collegti ikely to have significant commercial scale.

It appears th estment has been discouraged due to the need to co-ordinate

supply to ercial volume, the need to demonstrate that efficient economies of
scale ible given exotic plantation harvest methods are not applicable, and a lack of a
pro¥el e\chain due to a supply/demand dysfunction, i.e. a reinforcing cycle of no supply
- na de d — no supply.

The purpose of the two year pilot project is to test whether the creation of a tétara wood
products industry in Northland is viable in practice and if so, the size of the opportunity and
how it can be realised. The Pilot involves the harvesting and processing of 500m3 of totara
(log volume) and the market testing of farm-totara timber products at a commercial scale.

The key objectives of the pilot are to:

a.  quantify the availability and characteristics of the resource in order to test security
around supply continuity;

b. determine where costs are incurred throughout the supply chain and develop
processes to reduce these;

c.  create an enabling environment for a future industry by developing an appropriate
business/industry model and establishing a social and legal licence to operate; and

d. develop the product mix, brand story and associated channels to market the tGtara
timber products.

1625 17-18 In Confidence 3



24. Upon completion of the Pilot, a functional supply-chain will have been established, products
sold, markets ‘seeded’, a brand story started, and some continuity of timber supply arranged
to enable a continuation following the successful completion of the project.

25. The Pilot is a proof of concept to help de-risk the private sector investment necessary to
establish an industry. If the Pilot supports the assumption the industry is viable then
modelling to refine the business plan will be undertaken and private investment sought to
commercialise the opportunity.

Studies undertaken into the industry viability
s9(2)(b)(ii)

1625 17-18 In Confidence 4



s9(2)(9)()

Project structure and support /)(\5,@' A

40.

41.

The project will be led by the Totara Industry Pilot Steering Gro \)nose me f
provides the required skills and expertise to successf l@lem nt the pi

The organisations currently on the Steering Groyp-2
a. Independent Chair - $9(2)(a) ‘ @
s9(2)(a) : &

%@

b.  Scion: Crown in research, science and technology

e

managing fore

MPI al ‘ﬁ inys¥ers the Forests Act 1949, which regulates the sustainable harvest
4{1 q\‘- digenous timber on private land. MPI also plays an active role in the

aRd tegion as a participating agency in the Tai Tokerau Northland Economic
an. MPI's Deputy Director General Ben Dalton is also the Senior Regional

d.  Northland Tétara Working Group: Established in 2005 to promote the management
and support the research of naturally-regenerating totara trees on farms for multiple
purposes including sustainable timber-production and a wide-range of environmental
benefits. The group is represented by a wide-range of stakeholders in Northland and is
coordinated by Tane’s Tree Trust.

e. Tai Tokerau Maori Forests Inc: This collective is made up of Northland M&ori
Freehold Land Trusts and strategic partners that include industry, iwi, central
government, banks, training partners and the private sector. Tai Tokerau M&ori Forests
inc has formally supported this project. Outcomes for this group include:

. the sustainable use of Maori land,

s moving away from the ‘norm’ for the forestry industry and Méaori land
management, and

° demonstrating that working together can produce much better results for its
community.
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42.

Next steps

f. Northland inc: Northland region’s economic development agency. Northland Inc is a
Council Controlled Organisation of Northland Regional Council and is a company
registered under the Companies Act 1993. Northland Inc also administers and is a
partner of the Tai Tokerau Northiand Economic Action Plan.

g.  Industry Representative - S9(2)(@)
s9(2)(a)

The Project Implementation Team is made up of individuals/organisations that are
representative of each link along the supply chain.

43.

44,
45,

46.

47.

48.

if approved, MBIE will formalise a funding agreement with Scion (a
project managers on the Totara Industry Pilot Steering Group
funding from the Regional Growth Initiatives appropriation, ¢
conditions along with project details and milestones.

The project team and governance group will be fordlised\ta
The project team (in consultation with agenci elop reje
including stakeholder engagement and ¢ on plang
This project is a trial/proof of conceptda t

to de-risk the industry for potentjal-iqve .
parties involved. @

If you approve investmepifio entre, MB y ork with your office and the applicant to
create a communicati nd an >

The project t a@ ntinue t te implementation and will fulfil reporting
requireme 2@ ormal p

Annexe@ o b(\%?

s9Q)b)i) %%@}U

o)
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Annex one: Business Case: Totara Industry Pilot — Establishing an
Indigenous Wood Products (Totara) Industry in Northland

s9(2)(b)ii)
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