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	Purpose of Paper:
	1. To support discussion of the strategic issues related to long term timber availability from the Welsh Forest Resource following consideration of NRWs Timber Marketing Plan for 2017-2022 in December 2016. 

2. To consider the significant role of the land that we manage, the commitment to deliver a broad suite of policy outcomes and the impact that this has on timber availability and the UK forest sector. 

3. To discuss next steps and strategic opportunities for securing long term timber availability and the continued delivery of the Sustainable Management of Natural Resources.  

	Recommendation:
	The Board is asked to agree to the continued delivery of a broad suite of benefits from the land that we manage and recognise our role in addressing the wider opportunities to secure long term timber availability from the Welsh Forest Resource. 


	Impact: To note – all headings might not be applicable to the topic
	How do the proposals in this paper help NRW achieve the Well-Being of Future Generations Act principles in terms of:

Looking at the long term:  

The Welsh Governments (WGs) Strategy for Woodlands and Trees sets vision to be achieved over 50 years. Forecasts of future timber availability are made on a 25 and 50 year basis as forestry is necessarily a long term business. By seeking a range of public policy benefits from our woodlands and forests we can affect their productive potential. A range of opportunities exist to mitigate impact on long term timber availability and improve forest sector confidence.
Taking an integrated approach:
Sustainable forest management as described in the UK Forestry Standard and the Woodlands for Wales Strategy seeks a balanced set of economic, environmental and societal benefits from all woodlands. This is a solid platform from which to promote opportunities through our strategic Forest Resource Plans and more broadly through Area Statements and Well-Being Plans that are compatible with the principles of the Sustainable Management of Natural Resources.  
Involving a diversity of the population:
Forest Policy in Wales is advised upon by the WGs Woodland Strategy Advisory Panel (WSAP) with members providing experience and expertise across the sustainable forest management framework. Area based opportunities in Well-Being Plans are advised upon by the Public Service Boards. More locally the development of long, medium and short term forest plans seek stakeholder input including at community level. 
Working in a collaborative way:
We have established a task and finish approach in conjunction with WSAP and our quarterly Forest Business Sector Meetings to address the opportunities to secure long term timber availability from the Welsh Forest Resource. More broadly NRW is a key delivery partner and enabler through the land that we manage, our advisory and regulatory roles but also in promotion of the opportunities to support a better integrated and more competitive forest sector, bring more woodland into management and create new woodland. We provide a critical role in enabling others to act on the opportunities to create new woodland and bring more woodland into management. 
Preventing issues from occurring:

It is important to recognise that both long term (25 year+) plans and short term activity with precise objectives can have a cumulative impact on long term timber availability and the health of the forest sector. A clear line of sight is required between strategic and local initiatives. The evaluation of long, medium and short term plans at a range of scales by performance assessment, inventory and forecasting is critical for oversight of natural resource benefits delivery including timber availability. Further changes to governance arrangements in Great Britain for forestry including research, statistics and economics coupled with transition from membership of the European Union present both risks and opportunities.


Issue
4. The purpose of this paper
 is to provide the Board with an update on the key issues affecting long term future timber availability in Wales and provides the strategic perspective for testing our approach in key forest management activities on the Welsh Government Woodland Estate. It builds upon the recommendations made following the forest sector workshop led by Confor to advise WG on Welsh softwood timber supplies and the green economy.
 At its November 2016 meeting the WGs Woodland Strategy Advisory Panel welcomed NRWs paper on timber availability and have made a formal response to inform a task and finish group reporting to our Forest Sector Business Meeting. Opportunities are presented to improve our ability to tackle concerns raised by our stakeholders and the performance of the WGWE in the context of Sustainable Management of Natural Resources and the developing National Natural Resources Policy. Our management of the WGWE can act as a catalyst for change to achieve more overall benefit from Welsh woodlands. 

Background
5. Wales is one of the least wooded countries in Europe (14.8% of land area compared to an EU average of 38%). The nature and extent of ecosystem services and well-being benefits that are derived from woodlands is well documented in the recently published State of Natural Resources Report
 (SoNaRR). The report states that Welsh woodlands provide £499.3 million of Gross Value Added benefits each year employing around 11000 people often in rural locations. 

6. The UK is the third largest importer of wood and wood products in the world. The total value of wood-based industries in the UK is approximately £25 billion per annum, which means it is the fifth largest industrial sector in the UK
. Wales imports 80% of construction timber but produces 80% of fencing materials used in Wales yet demand for timber and wood products is likely to increase as the demand for sustainable alternatives to high carbon products such as bricks, concrete and steel increases
. There is a concern (particularly in the forestry sector) that future timber availability may not meet predicted demand for Welsh (and British) wood and wood products with demand outstripping supply by 2030
. The forecasted availability of timber
 (virgin roundwood) in Wales (and Britain as a whole) is predicted to continue to increase until the 2030’s, but then fall significantly to below the current level. These predictions are based on current public and private growing stock together with plans and models of future intentions.
7. Economic development and enterprise investment decisions in the forest sector are heavily dependent on detailed forecasts of production and a lack of confidence in future timber availability will reduce investment and competitiveness in the sector. A shrinking capacity in the forest sector will affect policy delivery across portfolios with implications for the social and economic well-being of the people of Wales through employment, recreation, green growth, community integration and by reducing opportunities for Wales to use, develop and promote woodlands and their products in a sustainable way.
8. Future timber availability remains an outstanding issue in the 2009 Welsh Government’s Woodlands for Wales Strategy. Maintaining the productive potential of the Welsh Forest Resource is one of the key challenges identified in SoNaRR and increasing tree and woodland cover is one of the report’s key opportunities and this paper makes recommendations to meet these challenges. 

Assessment

9. There are four key issues related to future timber availability to consider:

· Age profile of the Welsh Forest Resource and forecasted timber availability 

· Implementation of UK and Welsh policy

· Lack of new productive woodland creation

· Associated factors

10. Age profile of the Welsh Forest Resource and forecasted timber availability. 
· Our current growing stock is largely based on concentrated phases of mainly coniferous planting from 40 to 50 years ago and all reaching maturity at the same time. 
· ‘Potentially available’ wood fibre is the amount that could theoretically be harvested, but in practice it will be less due to market conditions, planning, environmental, landscape, social, harvesting cost and location factors.
11. The decline in timber availability from 2030 is partly a consequence of historical planting regimes (even-aged conifer stands planted in the 1970’s and 80’s that are reaching maturity and are ready for harvesting). However, there are continuing large areas of unmanaged woodland particularly in the private sector where forecasts show an increase in ‘overdue’ timber
, which if brought into management, could boost future availability. 

12. The majority of the forecasted timber potentially available will continue to be coniferous, but the relative proportion of broadleaves will slowly increase. Whilst there is potential to significantly increase production and use of broadleaves in Wales, there are also constraints related to costs, time, planning, woodland fragmentation, access arrangements, and poor stem form and timber quality including pressures from pests such as the grey squirrel
. 

13. Economic development and enterprise investment decisions in the forest sector are heavily dependent on detailed forecasts of production producing 25 year forecasts of timber flows for thinning and felling by species and less detailed 50 to 100 year forecasts (Figure 1
). Updated annually, forecasts run for the Welsh Forest Resource use the National Forest Inventory (NFI) database. Forecasts for the public forest estate use data about the crops we manage (held in the Sub-Compartment Database or SCDB) and our Forest Resource Plans (thinning regimes, felling dates, future tree species and open space). The data on timber flows, tree sizes and product mixes at any scale from forest to national scale is calculated from assessed growing stock or modelled stand growth. 
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14. The Welsh Government Woodland Estate (WGWE) currently produces at least 60% of all timber supplied in Wales from 38% of the forest area and is critical to supply of FSC certified timber to trade. The timber made available for sale from the WGWE is set out in our Timber Marketing Plan (2017-22) but other key forest management activities including our replanting programme can also affect future timber availability. We are currently working a programme of between 700-850,000 cubic metres over bark standing which gives a consistent level of production commensurate within sustainability levels of standing volumes and annual growth. The flexibility within the programme allows for some smoothing of the forecasted dip in availability. In addition the volumes being realised are generally greater than forecast. 

15.  Implementation of UK and Welsh policy 

· Seizing the opportunity to restructure monoculture coniferous growing stock at felling is at the heart of the UKs approach to sustainable forest management (UK Forestry Standard) and is changing the characteristics and productivity levels of the Welsh forest resource.

· A broader palate of tree species used to replant to increase resilience to disease and respond to climatic change. Preliminary estimates
,
  for the areas of clearfell identified at 2006, indicate around 51% was returned to conifer, 18% to broadleaves, 23% was un-stocked transition woodland and 8% was permanent open space. 

· The restoration of priority open habitat types
 such as deep peat and the creation of open space within woodlands that is better connected including riparian zone and landscape improvements.

· The restoration of Plantations on Ancient Woodland Sites is likely to lead to a loss of at least 10% of currently forecasted softwood volumes
. 

· Between 2006 and 2015 a total of 478 hectares of woodland was permanently lost
.
· Development under planning generally has no mitigation for woodland loss. 
· The wind energy development programme on the WGWE has temporary reductions in woodland cover affecting productive areas for at least 25 years. 
· Reduced woodland cover is also driven by statutory removal of tree seed sources to meet conservation objectives on protected sites and browsing pressure typically linked to poor farm management.
16. A common concern of the forestry sector is whether the stands currently being felled are being replanted in a form and to an extent that preserves or enhances their future productivity in timber terms. Currently adopted policies for forest restructuring, financial incentives for restocking, levels of new planting, the introduction of genetically improved stock and the creation of open space within woodland are all relevant factors. Measuring how all these factors balance out over time will provide the evidence as to whether the trees felled today are being replaced at a commensurate rate to maintain future timber productivity. It will take until 2025 to ascertain the final status of all sites clearfelled between 2006 and 2015. 

17.  Lack of new productive woodland creation
· Levels of contemporary new woodland creation
 are very low, of small average size and predominantly of native broadleaves. 

· The WG aspiration to increase woodland area to 20% by 2030 is targeted at native broadleaved or mixed woodland for carbon benefit largely to off-set agricultural emissions. 

· Support for new woodland creation is targeted at environmental improvements on farms with native broadleaved or mixed woodland in hedgerows, field margins and in-field shelterbelts for water quality, biodiversity and amenity. 

· These woodland types will not compensate for productivity losses due to restructuring and nor will they meet the aspiration to increase woodland area to 20% by 2030. Policy support and investment confidence is low for the creation of new mixed or coniferous woodlands more capable of maintaining or increasing the productive capacity and overall carbon abatement potential of the wider Welsh woodland resource. 

· Broadleaved woodlands are valuable for many reasons but they are less able to offset the loss of the productive capacity of the wider Welsh woodland resource, in the medium and long term, than mixed or coniferous woodlands where softwood timber production and are higher. 

18. There is almost universal concern that the low rates and type of contemporary new woodland creation are unable to both compensate for productivity losses due to restructuring and meet the Welsh policy aspiration to increase woodland area to 20% by 2030. SoNaRR highlighted ‘increasing woodland cover’ as one of seven areas that offer the greatest opportunity for dealing with the challenges and risks presented by SMNR, and therefore contributing to Wales's well-being goals. However five of the seven areas are relevant to wider land management decisions, and woodlands / trees play a part in delivery of these, which illustrates that the issues and decisions relevant to future timber availability have to be considered ‘in the round’ to deliver SMNR.
19. Real barriers to new woodland creation exist, despite the existence of public funding currently via the Glastir scheme. These include statutory designations and other areas including landscapes valued for their unwooded character, regulatory steps and how these are applied; land management processes; land availability; and land owner attitudes to woodland including a belief that woodland is not worth enough to harvest, lack of time, information and technical awareness
. 

20. Potential investors cite barriers in regulatory decision making for productive new woodland creation proposals at Environmental Impact Assessment (EIA) stages through complexity, cost, contested space, understanding and values. New woodland creation projects are assessed for likely significant effect on the environment by their nature, size and location. A Defra-led Consultation on amendments to EIA regulations on forestry has recently closed with proposals made to reduce the burden on developers. Amendments aim for fewer projects being subject to assessment; and reductions in the size and cost of environmental statements; and where assessments are required. The focus should now be on those environmental factors that are significantly affected and not any potential impact and any changes will be put in place by May 2017. We supported the proposals where they took a more enabling approach whilst safeguarding the environment and made a number of recommendations for process improvement in line with our Future Regulation programme. 
21. Successful new woodland creation is keenly dependent on the route via public funding, currently via the WG administered Glastir scheme. Whilst investment money (up to £20M
) may be available the regulatory and policy context in Wales are seen by potential investors and land owners as a barriers stifling this flow. The value of land and the current nature of public subsidy pushes woodland creation to the most marginal, less productive farming locations – that whilst having potential for productive woodland - could be difficult to access in years to come. Many of these areas are not close to where people live for productive woodland of high multi-purpose benefit, and can encourage woodland in areas which can disrupt the function and resilience of other ecosystems. This is less likely to contribute to well-being goals. 

22.  Associated factors - Around 40% (147,000 ha) of Wales’ woodlands have little or no management. These woodlands are typically native broadleaved, mostly small and fragmented and often on farms. Around 40% (147,000 ha) of Wales’ woodlands have little or no management: these woodlands are typically native, mostly small and fragmented and often on farms. In Wales there are nearly 22,000 woodlands smaller than 2ha and a further 10,000 woodlands between 2 and 10ha
. A lack of management results in closed canopy woodlands with little age structure diversity, under-developed shrub and ground flora, lack of regeneration and fewer opportunities for biodiversity than a managed woodland. Little or no management limits the ability of the woodland to provide ecosystem services and well-being benefits, including the provision of wood fibre. Rural development payments to support bringing more woodland into management are currently limited to the Timber Business Investment Fund and business support services available under Farming and Forestry Connect. 
23. Associated factors - Rising proportion of land awaiting restocking following clear felling on the WGWE currently equating to 4.3% of the productive public forest estate exacerbated by replanting not keeping pace with increased clearfell for Phytophthora ramorum control. This ‘land-bank’ has been relatively stable for at least fourteen years. However, with the outbreak of Phytophthora ramorum, there has been a large increase in the rate of clear felling, but due to financial constraints created in part by the nature of these sites, the level of restocking has not kept pace. Timber values have not been high enough to fully cover all of the costs of growing timber on a proportion of the public forest estate. At the current rate of restocking, the land-bank will begin to exceed the internal business rule, ‘that the land-bank should be no more than 3.5 times, the average, annual area felled’, by 2021/22. This internal business rule is linked to the UKFS and our UKWAS certification. There is growing concern amongst stakeholders that this will have negative repercussions for future availability, and furthermore that our approach is contrary to what would be expected of the private sector
. 

24. Associated factors - Forecasted availability is not an exact science. There are acknowledged limitations on the accuracy of detailed forecasts, programmed timber supply, actual yields and quality of product including NRWs growing stock data and knowledge of modelled or planned private sector intentions, and include: 
· ‘Potentially available’ wood fibre is the amount that could theoretically be harvested, but in practice it will be less due to planning, environmental, landscape, social, harvesting cost and location factors;

· Availability forecasts do not consider the quality of the roundwood that is potentially available, a factor which often affects its end use;

· There are variations in the methods and models used to forecast production on the WGWE and in the private sector
 and in the accuracy of data used (for example the 25 year forecast of softwood availability has an average significant error of 15% for private sector volume figures). 

· The impact of predicted climatic change has not been factored into current forecasts and could have a significant negative impact on future timber availability. For example a higher incidence of pests and diseases, change in the suitability of some trees species, variability in yield and quality. 

· The impact of provenance and use of genetically improved stock is not well considered which will also have an importance influence on site suitability and on yield and quality.

Recommendation(s)

25. The complex and interrelated issues relevant to future timber availability present both opportunities and risks for NRW (as manager of the WGWE), for private woodland managers, for the forestry sector, for other stakeholders in the land management sector, for Welsh Government and for the people of Wales, in terms of how the Welsh Forest Resource (incorporating the WGWE) is managed in accordance with the principles of SMNR to deliver well-being benefits. 

26. Progress to address any or all of the key issues will support delivery of the seven priority areas identified in SoNaRR as well as objectives set out in the Woodlands for Wales Strategy. Maintaining the productive potential of the Welsh Forest Resource is one of the key SMNR challenges identified in SoNaRR, and has implications for the social and economic well-being of the people of Wales through employment, recreation, green growth, community integration and by using, developing and promoting woodlands and their products in a sustainable way. 
27. A shared approach to responding to these issues is essential, with leadership needed from the Welsh Government and Natural Resources Wales to harness a more engaged, co-ordinated and active collaboration with others including the forest and wider land management sectors. To this end we have established a task and finish group that will report to our Forest Sector Business Meeting and WGs Woodland Strategy Advisory Panel. The Board is asked to contribute to work of this group over the short term and provide oversight of the long term impacts. Opportunities for WG, NRW and others (often in collaboration) to tackle the key issues include: 
28. The transition from European Union membership presents a very real opportunity to release potential investment flows for woodland management and new woodland creation alongside supporting process improvements in forest regulation, rural development support payments and the stronger development of woodland related Payments for Ecosystem Services Schemes. We are involved in ongoing discussion with Welsh Government and UK colleagues to inform the debate and the Board is asked to promote more positive activity and focus on the needs of the forest sector.
29. There is currently no policy position in Wales on new woodland creation to compensate for woodland removed to optimise other benefits (compensatory planting) beyond what may be required in accordance with planning regulations. This is despite the fact that the WG policy
 states that permanent woodland removal should be offset by compensatory planting where possible. There is a strong statutory and policy framework within which regulatory processes can be improved but also to enable development of policies that address compensatory planting and a fit for purpose framework of incentives. The Board is asked to recommend that WG work with us to develop a policy approach. 
30. The recent recruitment of a Woodland Creation Advisor will enable us to manage a £500,000 ring-fenced fund that will increase annually, to achieve compensatory planting for woodland loss that occurs on the WGWE due to our Energy Delivery Programme. The Woodland Creation Advisor role will also support development of a policy position for Wales on compensatory planting, beyond what may be required in accordance with planning regulations. The policy would be developed alongside the NNRP, Area Statements and National Development Framework. The Board is asked to support collaborative development of a compensatory planting policy and programme approach.
31. Demonstration of the flow of well-being benefits alongside the economic value of wood fibre from the WGWE by developing our approach to ‘natural resource benefit accounting / inventory’ will enable us to make better informed decisions relating to our management of the WGWE (including any repositioning that may be required), the operation of a land bank, the cost, productivity and flow of benefits derived from our replanting choices. Following further detail in the supporting presentation the Board is asked to support and inform the development of this work area.
32. Accurate forecasts are reliant on high quality stock data or production surveys and it is recognised that there is potential for improved accuracy of the data held for the WGWE. The data, methodology and models used to generate the forecasts can be improved but would require significant investment and collaboration with UK providers. The Board is asked to note this issue and consider supporting future investment proposals that support improvements.
33. Improvement of the annual analysis and a comprehensive review at year three (2019-20) in conjunction with customers and suppliers will enable us to better link the performance of our Timber Marketing Plan (2017-2022) with the delivery of a broader suite of public policy benefits including long term timber availability. Following further detail in the supporting presentation the Board is asked to support and inform the development of this work area.
34. Ensure that emerging processes and frameworks that will govern our involvement in Area Statements and Public Service Boards take account of the key issues affecting future timber availability and the delivery of SMNR. A place based approach must be cognisant of the need to deliver a coherent whole at a national level in keeping with our key messages in SoNaRR and the emerging NNRP. The composition of policy and plan development, governance and communication frameworks must include sufficient forestry representation from WG, NRW and by enabling and empowering others to achieve more. Following further detail in the supporting presentation the Board is asked to support and inform the development of these work areas.
Key Risks
35. SoNaRR states that ‘if we do not create new woodland and bring more woodland into management, there is a risk that we will reduce the productive potential of the Welsh Forest Resource. This would have the consequences of reduced GVA, employment and domestic fibre supply’. The report recommends that: ‘Creating more woodland and bringing existing woodland into more sustainable management would: help increase diversity and connectivity of woodlands (making them more resilient to disease and better for wildlife, for example); increase the woodland resource; provide building materials and fuel; help reduce flood risk; help store carbon to tackle climate change; and provide recreation opportunities to improve health and happiness’.

36. Whilst we strive to restructure the post-war forest resource to meet the aspirations of the UK Forestry Standard and optimise well-being benefits derived from woodlands we must also have an eye on the health and growth of the industry that underpins it. There is a risk that if we focus on our management of the WGWE in isolation Wales will miss opportunities to optimise benefits from woodlands more generally and especially from productive new woodland creation. The natural resources policy framework will set the scene for nature-based solutions which accelerate green growth for community and individual well-being. Against the backdrop of transition from the European Union we will need to tackle the key issues relevant to timber availability and ensure that our management of the WGWE plays its full role in the opportunities arising. 

Financial Implications

34. 
We continue to develop the detail of financial reporting relating to our forestry activities. This has demonstrated that we are operating in line with our funding ring-fences; income from the sale of timber is being reinvested in our forestry operations, and is not cross subsidising other functions. The challenge that we face is to develop new approaches and new sources of funding (as per the example in paragraph 25) to address the issue of long term timber availability. 
Equality impact assessment (EqIA)  

37. The individual policy and plan components discussed in this paper are likely to impact different parts of society and in order to optimise benefits to society EqIA screening and assessment if required is appropriate at those scales. 
� A similar paper on was considered by WGs Woodland Strategy Advisory Panel in November 2016. 
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