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verification than what MPI is proposing under the new system. Trading partners are 
increasingly looking for government certification as part of their import requirement. 
It is up to the government of the exporting country to decide what is considered as 
legal wood harvest, rather than a market partner determining the intricacies of this. 

  
 

 
 

 
 

 
MPI will continue to monitor the implementation risks as part of its auditing function and 
regulatory role. There will also be a necessary ‘soft start’ period to test the system and 
allow for the industry to familiarise themselves with the new requirements. 

9 (2)(h)
Pr

oa
cti

ve
 R

ele
as

e



Pr
oa

cti
ve

 R
ele

as
e



Pr
oa

cti
ve

 R
ele

as
e



Pr
oa

cti
ve

 R
ele

as
e



Pr
oa

cti
ve

 R
ele

as
e



Pr
oa

cti
ve

 R
ele

as
e



  

 Strengthening the Integrity of the Forestry Supply Chain – Regulatory Impact Assessment   |   11 

the imported wood products, which largely consisted of paper and other forestry 
products2. 

Table Two: Forestry products imported in the year ended 30 June 2019 (Cost, Insurance 
and Freight – cost of delivering to the port is covered by the exporter). 

 

The industry is based around sustainably managed exotic plantation forests, covering 
1.751 million hectares – about 7 percent of New Zealand's land area. Radiata pine (Pinus 
radiata) makes up 90 percent of the exotic plantation area, with Douglas-fir (Pseudotsuga 
menziesii) accounting for 6 percent, and the rest made up of eucalypts and other species. 

Approximately two-thirds of New Zealand’s exotic plantation forests (1.2 million hectares) 
are environmentally/ sustainably certified through the Forest Stewardship Council (FSC) 
and Programme for the Endorsement of Forest Certification (PEFC). This is largely 
attributed to large-scale growers of at least 10,000 hectares and is typically managed for 
non-declining yield (i.e. annual harvest volumes remain consistent, and all harvested 
areas are subsequently re-planted). 

New Zealand also operates an indigenous (native) commercial forestry sector, although 
this accounts for only 0.1 percent of total annual harvesting. The harvesting, milling and 
exporting of indigenous timber is managed under the Forests Act 1949. Under the Act, 
native timber can only be taken from forests in a way that maintains forest cover and 
ecological balance. MPI sets harvest levels and monitors and audits harvesting activity in 
indigenous forests under sustainable management guidelines: 

• management systems must ensure forests can continue to provide a full range of 
products and amenities while retaining their natural values; 

• harvest rates must be set at sustainable levels; and 
• forests’ unique plan and animal life, and their ability to replenish through natural 

means, must be protected through control of pests and weeds, protection of the 
soil and maintenance of water quality. 

 
2 Other forestry products includes: mouldings; wood furniture and furniture parts; waste paper; and prefabricated 

wooden buildings. 

 $-
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benefits of these options, and the approach to cost recovery as a basis for discussions 
and subsequent written submissions. MPI held two workshops at the end of the 
engagement period to discuss the preferred options.  Time constraints precluded a full 
consultation and submission process. 

The four regional workshops attracted more than seventy stakeholder representatives, 
from small owners through to large corporate entities, forest management companies 
and log traders.  The industry associations involved in the regional workshops and in 
subsequent meetings included: 

 The Forest Industry Contractors Association (representing the majority of harvest 
contracting crews);  

 New Zealand Farm Forestry Association (representing a membership of almost 
2,000 small forest owners);  

 New Zealand Forest Owners’ Association (representing New Zealand’s major 
forest owners);  

 New Zealand Imported Tropical Timber Group (representing key timber 
importers);  

 New Zealand Institute of Forestry (representing the professional forestry 
workforce);  

 New Zealand Timber Industry Federation (representing timber processors); and  
 The Wood Processors & Manufacturers Association of New Zealand 

(representing timber processors and manufacturers). 
 

Industry Feedback on Legality 

Industry stakeholders expressed a range of opinions on a wood legality definition and 
associated regulations, however, they were generally supportive of a national system. 

Nature of the Problem 

 The majority of attendees at the regional workshops had little understanding of 
the increasing import requirements by trading partners, and the work that MPI 
undertakes behind the scenes to ensure that trade continues to flow freely. 

 The industry has been relatively free from government oversight to date, and has 
largely operated independently, without government intervention. 

 MPI does not cost-recover for the administration work under the current system 
that provides the export documentation, and these are straight forward to obtain. 
This has given the industry a ‘false sense’ of how a national system should 
operate, and a strong will to retain the current system. 

 Attendees generally thought New Zealand’s current legislative system already 
ensures the wood harvested here is done so in a legal manner, and a national 
system would add unnecessary duplication with additional costs. 

 Some stakeholders also held the view that the global demand for wood is 
generally strong, and as such there will always be a market for the products they 
are producing.  

 Wood importers advised that confirming the legal harvest for imported wood has 
additional complexities due to the less visible supply chains in the country of 
origin. 

 Some stakeholders believe that New Zealand is falling behind in this space and 
were concerned by what they saw as a lack of action by Government to date. 
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also being utilised. The regional workshops helped to sharpen the design of options and 
determine the preferred approach. 

 

Domestic and Export Options 

Option One: Status Quo 

• Government supports the industry with voluntary measures and Government 
procurement rules for sourcing legal timber products. 

•  Government will continue to negotiate the use of ‘Exporter Statements’, such as 
those previously identified, to markets which require added assurances. 

• Government continues to support industry uptake of private certification. 
• MPI will continue to uphold the ‘New Zealand policy to address illegal logging 

and associated trade’, through targeting international, bilateral and domestic 
actions. 

Option Two: Regulation with third-party certification 

• Government would introduce a legislated definition of ‘wood legality’ for the 
industry, relevant to exotic plantation forests. 

• Guidance on how to achieve compliance would be provided. 
• Government would recognise auditors, as being competent to provide 

certification that an organisation (harvester and/ or buyer) has the appropriate 
systems in place to ensure they are handling ‘legal’ wood under the guidelines of 
wood legality. MPI would provide periodic monitoring of these certifying 
organisations. 

• Wood harvested from FSC and/ or PEFC certified forests would be recognised 
as meeting the criteria for wood legality, as these systems are expected to 
accommodate and go beyond the intended wood legality requirements. 

Option Three: Regulation with full Government oversight 

• Government would introduce a legislated definition of ‘wood legality’ for the 
industry, relevant to exotic plantation forests. 

• Guidance on how to achieve compliance will be provided. 
• Government would act as the regulator, providing all regulatory, auditing and 

assurance services. 
• Wood harvested from FSC and/ or PEFC certified forests would be recognised 

as meeting the criteria for wood legality, as these systems are expected to 
accommodate and go beyond the intended wood legality requirements.  

Consultation has helped identify how options two and three might better work through 
the ability of third-party organisations to also undertake verification work. While industry 
stakeholders were inclined to maintain the status quo where possible, industry 
understood the issues and risks and determined it was not a viable option for the future.  

Import Options6 

 
6 Note these options are not intended to ‘stand-alone’ – which would likely be inconsistent 
with New Zealand’s international trade obligations. Rather they are intended to be linked with 
the related domestic/export options. 
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Section 4:  Impact Analysis 
4.1 Wood Legality 
Marginal impact: How does each of the options identified in section 3.1 compare with 
taking no action under each of the criteria set out in section 3.2?  
 
The table below analyses policy options for both the domestic/ export and import market 
against the criteria listed in section 3.2. Option three in both instances scored the highest in 
the assessment. 

On that basis, option three, for both domestic/ exports and imports, is being proposed as the 
preferred option. Moving to regulatory measures is the best way to provide the necessary 
levels of certainty that the sector is meeting its legal obligations. This will also protect the 
reputation of New Zealand as being a trusted source of legally harvested wood products, 
while providing the necessary reciprocity that our trading partners are looking for. 

The lessons learned from a number of other jurisdictions implementing similar pieces of 
legislation, suggests a reasonable soft-start period (e.g. 12 – 24 months) would enable our 
domestic sector to meet the requirements, as well as for importers to ensure they are 
receiving the correct documentation. 
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Periodic 
auditing of an 
organisation’s 
due diligence 
system and 
cross-
checking of 
information. 

Processors 
and 
Exporters. 

Regulator 
(MPI) or 
recognised 
organisation. 

The recipient as it is 
a requirement to 
ensure that 
legislation 
obligations have 
been met. Allows 
organisation to 
continue operating. 

Hourly rate of $150 is 
charged for audits. 
The total cost for 
each audit would be 
subject to time 
involved. 

Private 

Random 
auditing of an 
organisation’s 
due diligence 
system 

Importers Regulator 
(MPI) or 
recognised 
organisation 

All importers will 
contribute to the 
auditing costs, as 
preventing the 
import of illegal 
timber will benefit 
everyone 
(regardless of who 
gets audited). 

Ongoing levy as a 
percentage of the 
import consignment 
value (based on 
current assumptions, 
a consignment worth 
$1 million would incur 
$100 in auditing 
fees). 

Club 

Issuing of 
export 
assurance 
documents. 

Exporters. Regulator 
(MPI) 

The recipient as this 
is an additional 
document that not 
all exporters need. 
This is likely to 
apply on an annual 
or biennial basis. 

One-off fee of 
approx. $300 (based 
on current 
assumptions). This 
fee may be repeated 
if an organisation has 
their document 
rescinded and has to 
re-apply. 

Private 

Recognition of 
an external 
organisation to 
undertake 
auditing 
services. 

Auditing 
organisation 

Regulator 
(MPI) 

The recipient, as 
this will then allow 
them to charge 
regulated parties for 
these services. 

Ongoing cost of 
approx. $1,200. This 
will cover a full days’ 
work, and will require 
renewal on an annual 
basis. 

Private 

Enforcement 
action in cases 
of non-
compliance. 

Processors, 
Exporters 
and 
Importers. 

Regulator 
(MPI) 

The recipient where 
it is found they are 
non-compliant. All 
organisations may 
be required to cover 
the costs of 
investigations which 
ultimately conclude 
that there has been 
no misconduct – as 
these are valuable 
to ensure the 
robustness of the 
system. 

Ongoing cost at an 
hourly rate of $150. 
The amount of time 
will differ depending 
on the amount of 
rework that is 
required. 

A levy may be 
required to recover 
investigation costs. 

Private 
& Club 
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Assumptions 

MPI has a standard hourly charge rate of approximately $150 (GST inclusive) per hour. This 
would apply during periodic auditing of regulated domestic processors and exporters. It is 
anticipated that audits would initially be undertaken on a 2-yearly basis, however this period may 
increase or decrease depending on compliance by the regulated party. An hourly rate will be 
used as the amount of work undertaken by the auditor may differ significantly depending on the 
size of the company, or the number of issues identified in the due diligence system, therefore it 
would not be fair to charge this at a set rate. 

For importing organisations, we anticipate a small clearance fee or levy which is directly 
proportionate to the value of the imported goods. As there are numerous importers over the wide 
range of proposed regulated product codes, it would not be feasible to audit all of them, 
especially as some may be a one-off importer with no subsequent imports in following years. 
The value of the possible import codes that could be regulated were $1.75 billion in the year 
ended June 2019, so we can assume that any levy rate applied will be equitable and minimal to 
cover the associated auditing costs. For example (based on an assumption of 500 audits per 
year at 2 hours per audit), if MPI were to audit an import consignment worth $1 million, then the 
cost-recovered charge for that would be $100. 
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key stakeholders. Over this time, discussions were also held with industry representatives, 
to gain their insights on key aspects of the proposals. 

Over January 2020, officials sought to undertake further engagement with the forestry 
sector, which included: 

• Talking with representatives from the Eastland Wood Council; 

• Holding a workshop with industry technical experts to gain feedback on, and 
develop operating models; and 

• Engagement with leaders from industry associations to test the emerging preferred 
approach based on stakeholder feedback to date. 

During the first regional workshop held on 5 December 2019, and at all engagements 
since, officials have encouraged written feedback on the proposals. A dedicated email 
address was established for this purpose, and the cut-off date for submissions was 31 
January 2020. 

The industry have actively engaged on the policy proposals that officials have developed, 
and this was reflected in the conversations during the workshops. There was mixed 
support for some of the policy options, and officials have drawn on the discussions to 
develop the preferred approach. Key feedback included: 

• Support for a national wood legality definition in legislation with supporting 
regulations; and 

• A strong view that any new costs need to be well justified, and that these must be 
kept at a minimum as they will be passed down to the forest owner. 

Consultation – Next Steps: 

Officials will continue to work closely with the sector through their representative 
organisations in the drafting of the primary legislation and the associated regulations. 
There will be an opportunity for consultation on an exposure draft of the Bill, prior to the 
introduction of the Bill back to Cabinet. It will also be open for public submissions as part of 
the Select Committee process. In addition, the associated regulations will go through 
public consultation prior to being finalised and gazetted. 
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Regulators The regulator will have well defined 
legislative accountabilities. 
The legislation will provide 
sufficient flexibility for the regulator 
to adapt its regulatory approach in 
response to market developments, 
when required. 

$50,000 per annum Low 

Wider 
government 

The system will have reputational 
benefits for New Zealand 
internationally.  

Medium Medium 

Other parties  Forest growers would have 
assurance of market access, 
diversifying the risk for growing 
trees. This should also assist with 
investor confidence, subsequently 
helping to raise the value of their 
land. 
The legislation will also provide 
sufficient reciprocity for trading 
partners, who can be clear on the 
systems that govern wood legality 
in New Zealand. 

$75 million per 
annum 

Medium 

Total 
Monetised  
Benefit 

$125,000,050 per annum Medium Medium 

Non-monetised 
benefits 

Reducing the demand for illegal 
and unsustainable harvesting of 
global wood products will assist in 
reducing carbon emissions and 
benefiting criminal groups. This will 
also place New Zealand in a better 
position to lobby other 
governments to follow suit and 
strengthen New Zealand’s 
reputation for addressing illegal 
harvesting and the associated 
environmental and economic 
impacts. 
Ensuring New Zealand operators 
meet minimum standards will 
protect the reputation of the 
industry, as well as worker safety 
through greater emphasis on 
meeting health and safety 
requirements.  

Medium Medium 

Pr
oa

cti
ve

 R
ele

as
e



Pr
oa

cti
ve

 R
ele

as
e



Pr
oa

cti
ve

 R
ele

as
e



  

 Strengthening the Integrity of the Forestry Supply Chain – Regulatory Impact Assessment   |   33 

 

 

 
 

 
 

 
 

 
 

 
 

Regulated parties will be unaware of their 
legal obligations under the new law, 
resulting in non-compliance. 

The intention will be to establish a ‘soft-
start’ period subsequent to the law coming 
into effect, which will allow for 
organisations to adapt their systems and 
ensure ongoing compliance with new legal 
obligations. A reasonable marketing and 
promotional campaign will also be required 
to ensure sufficient publicity. 
As learnt from other countries developing 
import requirements, a lot of importers are 
not aware of new obligations as they come 
from a diverse background and may be a 
one-off importer who may not view their 
imported good as being a ‘wood product’. 
Officials intend to work with customs to 
develop ‘prohibited codes’, so an importer 
must check a box to say they have carried 
out due diligence before it is able to clear 
customs. 

 

s 9(2)(g)(i) s 9(2)(g)(i)
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