
NEW ZEALAND'S EXPORT TRADE IN FOREST 
PRODUCTS WITH AUSTRALIA 

R. T. FENTON* 

SYNOPSIS 

New Zealand exports of forest produce to Australia were tradi
tionally of high quality indigenous softwoods; the reverse import 
trade in hardwoods and pulp and paper products became worth 
twice the value of exports by about 1950. Exotic softwoods began to 
predominate in exports from the late 1940s and were exceeded in 
value by kraft pulp and newsprint in the 1950s. Timber exports are 
largely low grade and during the past 10 years, as a proportion 
of total New Zealand and Australian sawn exotic softwood pro
duction, they have diminished by half. 

The Australia-New Zealand Free Trade Agreement does little to 
liberalize this trade apart from including kraft and fine papers. 
Australian plans for at least self-sufficiency in forest products are 
based on a high per capita sawnwood consumption and make 
future markets for New Zealand produce there uncertain. It New 
Zealand exports are to improve over the next three decades, the 
Agreement should be extended to include timber processing, as the 
supply potential is mainly of framing and clear-cutting grades. 

INTRODUCTION 

Foreign trade is important to both Australia and New Zealand, 
although the New Zealand per capita trade (total imports and 
exports) of $NZ760 per annum is almost twice as much as Aus
tralia's $394 (Oversea Trade, 1964-65; N.Z. Dept Census and Stats. 
1965). New Zealand has no resources comparable with those that 
have led to the establishment of the Australian heavy iron and 
steel industry, to the long established mining of non-ferrous metals, 
to the more recently discovered mineral resources, and to the 
new oil and gas fields. Both countries still depend on primary 
agricultural products for the largest part of their export income, 
but the Australian export base is changing rapidly: exports of 
ores, metals and metal-manufactures, and of chemicals, have all 
doubled in the last four years (Oversea Trade, 1964—65) and now 
comprise 22% of exports by value. In addition, New Zealand's 
agriculture is narrowly based on sheep and cattle farming and 
has no counterpart to Australian dried and tropical fruits, sugar 
or wheat industries. New Zealand's pastoral exports are in com
petition with Australia's. 

Despite similar origins, a common language and a comparative 
geographical proximity, there has been a record of acrimony and 
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grievances in their trading relations since at least the 1900s: 
"National policies have led to mutual criticism in regard to dairy 
produce; New Zealand has continually objected in the strongest 
terms to the manner in which Australia has subsidised exports 
of this commodity to world markets since 1926, whilst . . . New 
Zealand protection of those industries competitive with Australian 
secondary industries did not create harmony in trading relations 
between the two countries" (Bentick, 1962). 

These relations were also influenced by both countries' very 
important trade with the United Kingdom which, although now 
of less importance than in the past (Japan now (1966-67) rivals 
the U.K. in Australian trade), is still the premier trading partner 
of New Zealand. This market was always, and still is, of greater 
importance to New Zealand which extended considerable tariff 
protection to the nation which was her best customer. The United 
Kingdom still takes 45 to 50% of New Zealand exports, but now 
only about 18 to 20% of Australia's. 

Despite their parallel history, mutual Australian and New Zealand 
trade was not extensive; their competition in external trade and 
conflicting domestic policies did not lead to the likelihood of 
any great improvement in general trade between diem, although 
New Zealand bought increasing quantities of manufactured goods 
from Australia, with whom she has a continually increasing trade 
deficit. New Zealand is the largest single market for Australian 
exports of iron and steel (excluding scrap), cars and parts, and 
petroleum products, and took 38%, 44% and 45%, respectively, of 
the total value of these Australian exports over the five years 
up to 1964; they cost New Zealand an average of over $NZ40 million 
annually over this period. 

Recent events in Europe, with the formation of the European 
Economic Community and the attempts at entry by the United 
Kingdom, provided an example to override past poor trading rela
tions between Australia and New Zealand, and also a stimulus 
to diversify exports. The result has been the Free Trade Agreement 
— F.T.A. — (Commonw, of Aust., 1965). Outside this agreement, the 
search for markets continues with intensifying mutual competition 
in sucn prospective markets as Japan, North America and South-
East Asia. In both countries domestic policies are strongly influ
enced by the principle of autarchy — secondary industries producing 
goods common to both countries have developed under the pro
tection of tariff barriers, and absorb a relatively high proportion 
of the labour force. This development occurred much later in 
New Zealand than in Australia. A consistent policy of both coun
tries has been stimulation of domestic industry (by import restric
tion or by tariffs) to reduce reliance on overseas trade. As forest 
products have generally represented a net import, national self-
sufficiency has been an implicit part of forest policy. The most 
marked intention of the recent Free Trade Agreement could be 
to ultimately amend this general policy as complementary forest 
industries are developed. 

The forest products trade is of particular importance to New 
Zealand as it has comprised over half (from 50 up to 63%) of the 
total value of New Zealand exports to Australia in the last decade. 
The total imbalance in trans-Tasman trade is now (1966) $NZ100 
million annually. 
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PAST FOREST PRODUCTS TRADE 

In contrast to the general trading situation, the traditional trade 
in forest products between Australia and New Zealand has been 
complementary. Strong and durable Australian hardwood species 
were available for export. The absence of creosote production 
(then the only major timber preservative) in New Zealand, and 
of sufficient supplies of durable indigenous species resulted in her 
following the Australian precedent in using hardwood timbers for 
heavy engineering and constructional uses, as well as for poles 
and railway-sleepers. Such timbers were imported from Australia. 
The reverse trade has been of light and medium-density, defect-
rare, indigenous softwoods which in turn were relatively scarce 
in Australia. This mutual trade was reduced during the 1939-45 
war. The development of a pulp and paper industry in Australia 
led to small scale exports from about 1950, but timber and round
wood remain the major Australian forest products exported to 
New Zealand. The forest products trade was of modest scale — 
for example, values comprised about 4% of total Australian, and 
4 to 12% of total New Zealand exports, to the other country in 
1950. Details are available (Yska, 1967; Wilson, 1964), and the 
financial balance was in Australia's favour; for example, from 
1946 to 1953 by a ratio of two to one. 

The original timber trade has been modified partly by the de
creasing availability of Australian supplies and more particularly 
by changes within New Zealand. The prohibition of exports of 
indigenous softwoods ended one side of the trade (by 1952), while 
the development of a preservation industry (based largely on 
pentachlorophenol and water-soluble multi-salts rather than creo
sote) eventually provided a degree of substitution for durable 
hardwoods. Imports of hardwoods still continued but on a reduced 
scale — in 1955 the reappearance of jarrah prompted the comment: 
"West Australian hardwoods are popular in New Zealand and it is 
hoped that this newly revived trade will continue" (N.Z. For. Serv., 
1955). Both countries maintained a fluctuating system of import 
controls, which Australia lifted in 1960; they remained in New 
Zealand until the F.T.A. came into force. The two countries each 
remain the major markets for the other's sawn timber, although 
Australian export markets are more diversified. Over the five years 
from mid-year 1959 to mid-year 1964, for example, New Zealand 
took 48% of the value of total timber exports from Australia. In 
the reverse direction, Australia took 82% of New Zealand sawn 
timber (Oversea Trade 1963-64; Yska, 1967). 

The export of exotic pine timber to Australia began during the 
1939-45 war ; the market was largely for box-shooks. Pine exports 
increased and in 1947 volumes exceeded the exports of indigenous 
softwoods. A more important change came in the early 1950s when 
two large integrated mills were built in New Zealand; the effect 
of exports of pine timber, newsprint and sulphate pulp was to 
reverse the trans-Tasman balance of forest products trade to favour 
New Zealand. Eventually, in 1963, New Zealand achieved an inter
national surplus of trade in forest produce, despite increased 
imports. Australia remains a heavy net importer, though the value 
of her total imports is often exaggerated at $A.200 million. The 
annual value of imports over the 1960s has averaged three-quarters 
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TABLE 1: VALUE OF FOREST PRODUCT 
Value in NZ$ thousands, f.o.b 

Category 

CLASS XVIA1 

Pulp, paper and paperboard 

CLASS XVIB 

Paper manufactures 

CLASS XlV 

Timber 

Totals2 

1960 

... 58,472 

3,538 

... 32,148 

... 94,158 

1961 

77,564 

4,638 

36,348 

118,552 

Ye 

1962 

55,40 

4,38 

24,41 

84,20 

Totals from Successive Forestry a 

Annual Report Year 

1965 
1964 .... 
1963 
1962 
1961 .... 

i / - > . . J. „ _ 1 i a J.:~. 

— 

125,956 
.... 104,592 
.... 100,226 

123,652 
123,652 
144,730 
130,452 
125,810 

88.51 
88,51 

104,52 
93,66 

! Customs classification used in Oversea Trade. 
'Detailed data from Oversea Trade, 1963-64, 1965-66. 
Total values are f.o.b, or c.d.v., whichever is the higher. 



TABLE 2: MAJOR CATEGORIES OF RECENT AUS 
Value in NZ$ thousands, f.o 

Year to 
June 30 

1960 
1961 
1962 
1963 
1964 
1965 

Pulp 

Pulp and 
waste paper 

12,802 
16,788 
12,000 
17,484 
18,712 
22,888 

and paper1 

Newsprint 

24,460 
29,404 
20,982 
24,178 
28,972 
31,318 

Total—all pulp, 
paper and paper 

manufactures 

62,010 
82,202 
59,792 
73,832 
80,906 
92,022 

3From summary Table l l in Oversea Trade 1963-64; 1964-65. 
2 Specific figures from Oversea Trade 1959-60 to 1964-65, inclusive 
"Includes other hardwoods up to 1963; after that Malayan hardwood 



of this, or $NZ120 million on a c.i.f. (cost, insurance and freight 
paid) basis (Camm, 1967). The Australian statistical data show 
variation — some of which is included in Table 1. Major categories 
of Australian forest products imports are shown in Table 2. 

It should be noted that Australian trade statistics show values 
assessed for customs purposes, and are not necessarily the 
amounts of money paid for the commodities f.o.b, (free on board 
ship at export port) . The c.d.v. (country-of-origin domestic equi
valent value) is used if it is higher than the f.o.b, value. Hence 
New Zealand newsprint values, for example, for 1962-65, can be 
calculated as round fNZ 132 per ton, whereas in fact they were 
JJNZ115 f.o.b. A preferable basis to use would be c.i.f. (cost, insur
ance and freight paid), which would be about $NZ8 per ton less 
than the c.d.v. value (G. Yska, pers. comm.). 

By world standards, both countries maintain high tariffs on 
most processed forest products (FAO, 1964; 1966). 

TABLE 3: AUSTRALIAN PRODUCTION AND CONSUMPTION OF 
SAWTIMBER, PULP AND PAPER—ROUNDWOOD EQUIVALENT1 

Category 
Sawtimber Pulp and Paper 

Production Consumption Production Consumption 
Vol2 %3 Vol2 %4 Vol2 %3 Vol2 %4 

Year 

30/6 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 

20006 

235 
264 
257 
269 
278 
282 
275 
267 
281 
292 
280 
233 
277 
289 
292 

81.7 
81.8 
78.7 
79.4 
78.9 
76.7 
74.7 
74.3 
75.4 
74.5 
73.9 
70.5 
73.5 
72.7 
72.0 

291 
328 
268 
303 
330 
328 
320 
311 
323 
344 
335 
274 
320 
341 
349 

750 

76.9 
74.5 
75.1 
73.8 
71.9 
71.1 
69.9 
69.8 
69.6 
67.9 
65.1 
64.2 
65.2 
65.1 
63.6 

58.0 

13 
14 
18 
19 
25 
29 
31 
30 
32 
32 
35 
32 
41 
45 
52 

4.7 
4.4 
5.6 
5.6 
7.0 
7.9 
8.5 
8.3 
8.5 
8.2 
9.2 
9.7 
10.95 

11.3 
12.8 

45 
61 
37 
55 
74 
70 
72 
70 
76 
89 
107 
82 
104 
108 
122 

483 

11.9 
13.9 
10.3 
13.5 
16.1 
15.3 
15.7 
15.6 
16.5 
17.5 
20.8 
19.2 
21.2 
20.6 
22.4 

37.0 

'Source: Wilson, 1963; For. Timb. Bur. Ann. Rep. 1965. 
2 Million cu. ft. 
3 Percentage of total annual roundwood production. 
4 Percentage of total annunal roundwood consumption. 
5 Includes particle board. 
6 Forecast Hanson, 1962; sawtimber includes sleepers which 

about five per cent, of current production. 
comprise 
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TABLE 4: AUSTRALIAN FOREST PRODUCT IMPORTS, 1965-66 
Values in NZ$ thousands f.o.b, or c.d.v. basis. 

Category 

TIMBER 
Douglas fir .... 
Radiata pine 
Malayan hardwoods 
All timber3 .... 

P U L P 

Unbleached sulphate 
Bleached sulphate 
Unbleached sulphite 
Bleached sulphite 
All pulp3 

PAPER 

Newsprint .... 
Impregnated and coated-

writing 
Uncoated printing and 
Kraft 
All paper3 .... 

PAPER MANUFACTURES 

-not 

writing 

TOTAL FOREST PRODUCTS IMPORTS3 

Total i 
Value 

13,488 
1,564 
4,876 

25,620 

6,880 
5,616 
1,824 
4,500 

21,000 

30,144 

9,680 
6,954 

938 
61,125 
5,834 

123,176 

imports 
%k-3 

l l 
1 
4 

21 

51/2 

17 

24 

50 
5 

New Zealand 
component 

Value 

144 
1,564 
— 

1,775 

4,682 
54 
28 

5,032 

14,524 

— 
— 
— 

14,687 
109 

21,628 

%2 

1 
100 
— 

7 

68 
1 
1 

24 

48 

— 
— 
— 
24 

171/2 

Source: Oversea Trade 1965-66. 
1 Percentage of imports of Australian forest products. 
2 Percentage of category originating from New Zealand. 
3 Totals include other categories not given in detail here. 

THE AUSTRALIAN MARKET 

Detailed figures of Australian forest production and consumption 
are available (Wilson, 1963; et al.) and summarized figures for saw
timber and pulpwood only are given in Table 3. They show a 
relative decrease in the production and consumption of sawtimber, 
and a relative rise in the comparable figures for pulpwood since 
1951. Sawntimber consumption (as roundwood equivalents) is about 
three times that of pulp and paper. 

Geographically the Australian market for New Zealand timber 
exports is the south-eastern coastal fringe from Melbourne to New
castle and, more problematically, Adelaide. Centres outside these 
areas can maintain a local freight advantage that would make 
any large scale imports unlikely on present costs. This estimate 
of the market is also that of New South Wales authorities: "The 
market [in N.S.W.] is Sydney, Newcastle and Wollongong and 
outside these areas there is virtual regional self-sufficiency" (Henry, 
1965). Market forecasts are subject to great variation, conjecture 
being increased by the uncertainty of population projections beyond 
1975. If present trends continue the population of Sydney and 
environs will be 6 to 6.6 million, and Melbourne 5 to 5.6 million 
by A.D. 2000 (Borrie and Spencer, 1964). 
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Currently Australian (and New Zealand) forest products imports 
— but not consumption — are dominated by pulp and paper, which 
comprise two-thirds of the value of imports. There are over 140 
Customs categories for paper imports, and numerous commercial 
grades again within these. The claim made in successive Forestry 
and Timber Bureau annual reports that "almost all these products 
could be produced efficiently and cheaply in Australia" is an ambi
tious one. Major categories of Australian imports, and the New 
Zealand contribution, are given in Table 4. The greatest values 
of individual items imported are for newsprint, sulphate pulp and 
Douglas fir timber. 

Several recent consumption forecasts for Australia have been 
made for the period 1975-2000 (Rodger, 1959; Hanson, 1959; Han
son, 1962; Turnbull, 1959). "All these forecasts are undoubtedly 
questionable on the grounds of the accuracy of the data on which 
they are based" (McGrath, 1965), but all found a large deficit of 
supply for future consumption. Demand estimates for most coun
tries show a greater rise for pulp and paper products than for 
sawtimber, but the latter is estimated to still comprise more 
than half the total log supply in A.D. 2000 in Australia (Hanson, 
1962) and New Zealand (Grainger, 1961), as well as in the United 
States (U.S. For. Serv., 1965). 

The future Australian market for pulp and paper products has 
been assessed by projecting consumption trends for the last decade, 
and by comparing Australian and United States trends (Hanson, 
1962). The per capita figures projected for A.D. 2000 are 230, 100, 
75, and 65 Ib for paper board, newsprint, printing/writing, and other 
paper, respectively (Hanson, op cit.). The Australian Forestry 
Council has apparently adopted Hanson's forecasts (McGrath, 
1965), which require an increase in softwood afforestation to 
75,000 acres annually. 

"The increased consumption of sawn products [from 180 to 200 
bd. ft per capita per year] is probably the most debatable of 
the estimates [of Hanson] as many forecasters think it will de
crease. . . . Ritchie considers a more realistic figures to be 140 bd. ft." 
(Henry, 1965). The timber consumption in U.S.A. in 1962 was 200 bd. 
ft per capita and this is now projected to fall to 165 bd. ft in 
A.D. 2000, despite a reasonable surplus in overall wood availability 
over demand there (U.S. For. Serv., 1965). The deficiencies of 
anticipated total saw- and pulp-log supply in Australia would 
require the equivalent of about 4.6 million acres of softwood 
forest producing 200 cu. ft per acre m.a.i, if sawnwood consump
tion is 200 bd. ft per capita and population is 22.4 million by 
A.D. 2000 (McGrath, 1965). The actual area necessary will depend 
on log sizes, the increments of both exotic softwood and native 
hardwood forests, the degree of utilization of wood waste, as 
well as population and demand. Considerable uncertainty is in
evitable for such projections. The difference of 60 bd. ft per capita 
for sawtimber consumption is of major importance, as an additional 
1.1 million acres might be planted by A.D. 2000 if the higher fore
cast of 200 bd. ft per capita is adopted as the basis of afforestation. 
The increased per capita consumption of sawtimber forecast is 
contrary to the trend anticipated in other industrialized countries; 
it could presumably be justified in Australia by the absence hitherto 
of sufficient domestic supplies. The impact of other developing 
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Australian industries may be felt quickly; sales of aluminium, for 
example, are anticipated to be made primarily in the construction 
industry, which is the major user of timber. There is a considerable 
chance that the future Australian market will be oversupplied 
domestically by A.D. 2000, at least in terms of roundwood avail
ability. 

The extent to which Australian plantations can replace timber 
imports within the next 30 years — that is, before much material 
from the current expanded afforestation programme becomes avail
able— is problematical. Forecasts take only indirect cognizance 
of timber grade as data are considered unreliable (Hanson, 1962) 
and emphasis is on the size of logs and timber required. In 
considering silvicultural aspects of exotic plantations in Australia 
". . . the whole silvicultural problem is going to be thinning . . ." 
(Jacobs, 1962); and in reporting whether Australia could grow 
logs that would be suitable for future requirements ". . . the key 
problem . . . is the size question in the end-use of sawn wood . . ." 
(Jacobs, 1963). Hanson (1962) states ". . . the figures of consumption 
of sawn timber (in Australia) are available only in total and not 
separately with any degree of reliability into constructional . . . 
finishing . . . case timber etc.". An official survey evidently showed 
that " . . . more than 90 per cent of the sawn wood used in Aus
tralia; other than . . . sleepers, is finally used in cross sections of 
16 sq. in. . . . or less" (Jacobs, 1963). By contrast, New Zealand 
forecasts now include categories of sawn timber (Williams. 1965). 

Elsewhere there is recognition of grade problems, and the prob
ability of declining grades has been anticipated (Turnbull, 1959; 
Bryant, 1962). Bryant (1962) instanced the increasing production 
of fibre and particle-boards as indications of future trends; details 
of New Zealand and Australian production are given in Table 5. 
Australian per capita production of both products is double those 
in New Zealand, and it is feasible to ascribe this to the better grades 
of (indigenous) timber, and the generally greater availability of 
all sawn timber in New Zealand. Bryant, acknowledging that he 
was not concerned with profit margins, continued: "If we can grow 
the crop rapidly, disintegrate it, cheaply bind it together again 
in new form then why should we worry to grow wide boards . . ."; 
and he concluded that Australia's best export prospects were for 
wood-based sheet materials and for pulp products. 

The defects caused by dead branches and their effects on board 
grades have had a more limited effect in Australia than in New 
Zealand to date as : 

Branch size is smaller, and green crowns appear to be deeper. 
The majority of logs sawn are from thinnings, rather than clear 

fellings, and so represent the smaller tree sizes. 
A relatively good local market is available for the limited sawn 

softwood production (Entrican, 1957); a third of the timber sawn 
is still going into box making (Ladkin, 1965). 

There are lower and probably more realistic standards of pine 
timber required for flooring, which accept some cone-holes and 
pith. 

Queensland is the only State in which extensive pruning was 
an integral part of the silviculture of the original (up to about 
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TABLE 5: FIBRE- AND PARTICLE-BOARD P 

h -

Year* 

1959 
1960 
1961 
1962 
1963 
1964 
1965 

Million sq. 

261 
285 
280 
259 
300 
357 
383 

Hard 

Fibre-board 
Australia 

ft Thousand tons4 

107 
117 
115 
106 
123 
147 
157 

i 

Million sq. 

24 
23 
23 
20 
21 
21 
21 

ft 
Soft 

Thousand tons5 

1 
7 
7 
6 
6 
6 
6 

1 Statistics are recorded on a different basis in each country. Australian 
thickness and a density of 59 lb/cu. ft for hard fibre-board, and Vi in. 

2 Australian production all thicknesses; New Zealand Vi in. basis. 
3 Year ending 30/6 in Australia, 31/3 in New Zealand. 
4 For. Timb. Bur. Ann. Reps. 1962, 1965. 
5 Yska, 1967; N.Z. For. Serv. Ann. Reps. 1965, 1966. 



1950) plantations, and the 100,000 or so acres pruned are of slash 
and hoop pines, which are slow growing by New Zealand stan
dards. Details of the extent of pruning in the other Australian 
States are summarized elsewhere (Fenton, et al., 1963); current 
plans in all States except South Australia now include pruning. 
The South Australian emphasis on framing timber as the highest 
end-use of timber is logical for a forest estate that is predominantly 
unpruned. 

EXPORTS OF NEW ZEALAND FOREST PRODUCE 

Current exports include the sale of logs to Japan (had machine 
capacity been available, the log volumes exported in 1964 and 1965 
could have produced 100,000 tons of newsprint annually). There 
is also a small t imber export trade with the Pacific Islands, mainly 
of Douglas fir, and of box-shooks. Exports of baulk sizes (10 X 
lOin, and greater cross-section) of sawn radiata pine began in 
1967. Prior to 1966, Australia was overwhelmingly the main recipient 
of unbleached sulphate pulp exports, but exports to Japan began 
in 1965, and increased in 1966 when exports to Australia dropped 
to 79% of the total exports of this commodity. Otherwise, sales 
of New Zealand forest produce exports are concentrated in Aus
tralia, which, if logs are excluded, took 95% of all forest product 
exports in 1964 and 1965. The Australian forest products industry 
remains about twice the size of New Zealand's (Table 6) in all 
categories apart from sawn softwood, newsprint and sulphate-pulp; 
these three commodities are, however, the largest individual items 
of forest products imported by Australia. Details of the value and 
volume of recent exports are given in Tables 7 and 8; volumes 
of timber exported to Australia alone are given in Table 9. 

Exports are favoured by a ". . . very significant freight advan
tage . . . to New Zealand. This . . . is given by the shipping com
panies, and not as a result of agreement between governments" 
(Hanson, 1963). The overall trade imbalance between Australia and 
New Zealand is, however, so great that ships are only half full 
on their passage to Australia. Details for the last three years are 
given in Table 10; the ships entering Australia from New Zealand 
have among the highest proportion of ballast of those from any 
country, and the converse is true of Australian-New Zealand ships 
(Anon., 1966). The freight rates shown by Hanson for Australian 
timber include surcharges of 20 to 25c NZ per 100 bd. ft for the 
ports of CofFs Harbour and Brisbane (but which do not apply 
elsewhere) and this surcharge also inflates the differences. The 
softwood timber is half the weight of most of the hardwoods, 
which contributes to a minor degree to the difference in cost of 
shipping. The shipping company primarily concerned is a New 
Zealand registered subsidiary of an English company. New Zealand 
has a further freight advantage as the softwood timber exports 
are invariably packaged, against the unbundled Australian timbers. 

Over the last decade New Zealand exports show a decreasing 
proportion of pulp as more is used domestically, and a jump in 
newsprint exports which followed installation of a second news
print machine in 1963. Actual prices in pulp have risen by 15% 
while the more important newsprint price has fallen by 25% over 
the last decade. These changes largely reflect world price levels 
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TABLE 6: SCALE OF FOREST PRODUCTION IN AUSTRALASIA 

Product 
1962 

SAWNTIMBER2 

Hardwoods 36 
Softwoods 657 

New Zealand1 

1963 

27 
616 

PLYWOOD3 53 approx. 

PULP 4 276 

PAPER4 

Newsprint 92 
Paperboard 41{ 
Other paper 56 \ 

306 

114 

109 

1964 

28 
638 

50 to 

369 

168 

128 

TOTAL ROUNDWOOD EQUIVALENT5 

Produced 175 
Consumed 

164 182 

1965 

29 
707 

55 per 

396 

184 

127 

201 

1966 

33 
724 

annum 

411 

196 

153 

207 

1962 

957 
293 

203 

220 

90 
208 
214 

355 
447 

Australia1 

1963 

985 
328 

195 

259 

90 
242 
256 

376 
490 

1964 

1,048 
337 

216 

286 

92 
258 
298 

398 
524 

1965 

1,079 
326 

199 

315 

93 
285 
344 

406 
548 

Sources: Yska, 1967: N.Z. For. Serv. Ann. Reps. 1963-1966; For. & 
Timb. Bur. Ann. Reps. 1962-65. Where the figures vary in successive 
reports, the latest issued are used above. 

1 Australian year ending June 30, New Zealand year ending March 31. 
2 Million bd. ft. 
3 Million sq. ft, 3/16 basis; the New Zealand volumes are estimated from 
the equivalent round log volume utilized. 

4 Thousand tons. 
5 Million cu. ft. 

TABLE 7: NEW ZEALAND EXPORTS OF FOREST PRODUCTS BY 
ROUND-PRODUCE EQUIVALENT VOLUME AND VALUE 

Year 

1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 

Logs & poles 
R.P.1 

1.2 
5.0 
4.3 
9.2 
9.3 
9.7 

12.6 
15.6 

Val.2 

22 
21 
26 
25 
27 
26 
26 
26 

Sawnwood 
R.P.] 

5.0 
7.2 
9.3 
8.7 
6.4 
6.7 
6.4 
7.7 
7.4 

Val.2 

36 
36 
36 
35 
32 
32 
33 
32 
34 

Chemical 
Pulp 

R.P.1 

13.0 
13.1 
14.6 
13.3 
12.1 
13.3 
12.0 
12.5 
10.2 

Val.2 

40 
42 
40 
42 
42 
43 
43 
45 
46 

Newsprint 
R.P.1 Val.2 

4.3 101 
5.0 105 
5.2 105 
5.9 104 
5.5 98 
5.0 92 

12.7 92 
13.5 89 
13.2 87 

Total3 

R.P.1 

23.0 
27.1 
35.0 
33.3 
33.5 
34.5 
41.0 
46.5 
46.6 

Val.2 

52 
52 
47 
51 
45 
44 
53 
51 
49 

R.P. = round produce equivalent in million cu.ft. 
: Val. = value in cents per cu.ft of round produce equivalent. 
Includes small quantities of other products not specified above. 
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TABLE 8: TOTAL VALUES OF NEW ZEALAND FOREST PRODUCE 
EXPORTS 

Values in $NZ million f.o.b. 

Year 

1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 

Logs & poles 
Value 

0.2 
1.0 
1.2 
2.4 
2.6 
2.6 
3.2 
4.0 

% 

2 
6 
7 

15 
16 
12 
14 
17 

Sawnwood 
Value 

1.8 
2.6 
3.4 
3.0 
2.0 
2.2 
2.0 
2.4 
2.6 

% 

15 
18 
20 
18 
14 
14 
10 
10 
l l 

Chemical pulp 
Value 

5.2 
5.4 
5.8 
5.6 
5.0 
5.6 
5.2 
5.6 
4.6 

% 

44 
38 
35 
33 
33 
37 
23 
24 
20 

Newsprint 
Value 

4.4 
5.2 
5.4 
6.2 
5.4 
4.6 

11.6 
12.0 
11.4 

% 

36 
37 
33 
36 
36 
39 
54 
51 
50 

Total 
value1 

12.0 
14.2 
16.4 
17.0 
15.0 
15.2 
21.4 
23.6 
23.0 

1 Includes minor products not specified above. 
Source: Yska, 1967. 

TABLE 9: NEW ZEALAND SAWNWOOD EXPORTS TO AUSTRALIA 

Year 

1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
19654 

19664 

Total sawnwood exported1 

Volume 
Million 

bd. ft 

14.0 
20.2 
16.1 
17.3 
30.9 
39.6 
32.5 
28.5 
35.3 
46.9 
44.7 
28.7 
28.6 
27.6 
27.6 
35.8 
28.9 

Value 
$ thousands 

680 
1,372 
1,132 

974 
1,588 
2,192 
1,894 
1,642 
2,114 
2,890 
2,738 
1,698 
1,680 
1,609 
1,634 
2,160 
1,786 

% • ' 

94 
94 
95 
84 
93 
93 
94 
95 
88 
92 
94 
89 
87 
85 
83 
85 
88 

Radiata pine 

Volume 
Million 
bd. ft 

8.6 
17.0 
8.3 

15.0 
30.7 
37.3 
31.7 
27.3 
33.7 
39.2 
40.7 
24.5 
25.0 
22.1 
27.3 
33.5 
26.8 

exported2 

% of 
sawnwood 

exports 
to Australia 

61 
84 
52 
87 
99 
94 
97 
96 
94 
84 
91 
85 
87 
94 
88 
93 
93 

1 Yska, 1967. 
2 P. Whitlock, pers. comm. 
3 Percentage of volume of timber exported to all countries. 
4 Figures for 1965 and 1966 are provisional. 
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TABLE IO: AUSTRALIA-NEW ZEALAND SHIPPING—BALLAST1 

Year 

Australia-New Zealand 
Entering Leaving 
Australia Australia 

Australia—all countries 
Entering Leaving 
Australia Australia2 

1961-62 
1962-63 
1963-64 

54 
52 
50 

9 
7 
7 

25 
20 
25 

30 
33 
29 

1 Percentage of total shipping tons in ballast. 
2 Figures are increased by empty oil-tankers returning to Arabian ports. 
Source: Anon., 1966. 

but the expectation that, in contrast to New Zealand's pastoral 
exports, the volume of pulp and paper exports would be too small 
to affect world prices (Larsen, I960) has been disproved by events, 
at least as far as the Australian market is concerned. A cut in 
the price of Canadian newsprint was "deplored locally" and Schmitt 
of Tasman Pulp and Paper Co. was quoted as saying "the Canadian 
action was clearly intended to damage the position of Australian 
and New Zealand mills and it was suggested that further expansion 
in this area may be discouraged by the price drop" (Anon., 1965a). 

An argument in favour of integration was: " . . . often prices of 
the various end products do not move together, and . . . by shifting 
emphasis in production and in the use of raw materials a significant 
improvement in financial returns and stability is possible" (Entri
can, 1950). The paper (whether newsprint or kraft) side of a large 
integrated plant is normally run as close to full capacity as pos
sible, the flexibility being mainly between the sawmills and the 
chemical pulp plants. The export values of New Zealand chemical 
pulp have increased, while those of newsprint have decreased from 
1957 to 1965 (Table 7) ; in 1967 newsprint production fell slightly. 

TABLE l l : EXPORTS OF KILN-DRIED TIMBER FROM 
NEW ZEALAND TO AUSTRALIA 

Year 

1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 

Volume of all kiln-
dried timber exports 

Thousand bd. 

5,577 
8,233 

13,196 
9,342 
5.056 
4,443 
4,041 
3,668 

ft 

Exports of kiln-
dried volume 

Thousand bd. ft 

928 
1,466 
5,857 
1,894 

629 
270 
414 
503 

Construction timber 
% of total 

Timber exports 

3.6 
4.2 

14.7 
4.8 
2.5 
0.9 
1.6 
2.2 

Source: G. Yska, pers. comm. 
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Sawn timber exports since 1950 have been predominantly of 
radiata pine, for which Australia was virtually the only market. 
(The differences between total sawn timber exports and total 
radiata pine exports are due to box-shooks and to Douglas fir 
sales). In 1954, when the integrated mills began cutting, exports 
rose to 13.2% of the total New Zealand radiata pine cut, but have 
not reached this level since. Export figures show a fairly steady 
proportion — about 10% — of Factory grade, an increasing domina
tion of sales by Box grade, and a short and passing contribution 
from Construction (Framing) grade (Tables l l and 12). Expecta
tions of results from the integrated and other big mills were ambi
valent. Low grades were expected from the untended stands (Entri
can, 1950), but high volumes of timber exports were still anticipated 
— 60 out of the 70 million bd. ft of the production planned for 
the Murupara (Tasman) mill were to be exported (Entrican, op. 
cit.), as it was hoped that mill integration would reduce the pro
portion of low grade timber. Typical expectations, at a time of 
sawn timber shortage, were: ". . . exotic forests must be systema
tically developed to yield 500 million bd. ft of sawn timber annually 
for domestic consumption and up to 150 million for export within 
about 15 years [viz. 1964], (N.Z. For. Serv., 1949); ". . . 60 million 
bd. ft will be exported annually [from the Tasman Pulp and Paper 
Co. Mill]", (N.Z. For. Serv., 1952). Both the State-inspired Murupara 
scheme, and the utilization based on private forests included large 
sawmills in the integrated plants. 

By 1955 doubts had appeared: ". . . New Zealand has barely 
touched the market for higher grade . . . and . . . has done little 
to get footholds in these markets" (N.Z. For. Serv., 1955). In 1960 
the absence of tending was being blamed for the "insignificant 
proportion of clear and defect-rare grades" produced, whereby only 
50 million bd. ft of timber were exported (Entrican, 1960). Realiza
tion came: "When the Kawerau [Tasman] mill started a decade 
ago the N.Z.F.S, predicted that we would sell 150 million bd. ft 
of sawn timber annually to Australia . . . yet despite intensive 
promotion there has been no significant increase in the last 
decade . . ." (Larsen, 1965). And "The timber side has been a rela
tively weak point for Tasman for most of its history and one can 
wonder if the directors would again invest the large amounts . . . 
now tied up in timber production . . . if they had to do it again . . ." 
(Sturman, 1966). The case argued for integration (Entrican, 1950, 
1957), apart from the versatility in marketing, was based on micro-
wood technology, and although indisputable, largely ignored the 
branches. The pattern of branch-defects within the tree is such 
that the only practical method of obtaining finishing grade boards 
is by recutting and reassembly. The growing incidence of defects 
with increasing age of the stands (Fenton, 1967a) will continue 
to depress production of finishing board grades and integration 
cannot reduce these by log sorting (apart from Factory grade). 
Current grades of exports are given in Table 12. 

The fundamental problem has been the inability to appreciate 
the interactions between age, tree defects and timber quality in 
plantations, which lead to the groundless expectation that older 
stands will produce better grades of boards. The anticipation that 
". . . the long rotations of 50 years or more . . . will then yield a 
significant proportion not only of clear and defect-rare grades 
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TABLE 12: GRADES OF RADIATA 

Grades in percentages of timber volume exported 
No. 3 

Year 

19553 

1956 
1957 
1958 
19594 

1960 
1961 
19625 

1963 
19646 

19656 

Factory 

6.4 
7.1 
9.7 

11.5 
10.1 
9.8 
9.2 
9.1 

10.7 
8.5 
9.5 

No.l 

6.6 
6.0 
6.5 
6.0 
5.8 
5.1 
4.1 
2.1 
1.5 
1.0 
2.0 

No. 2 

19.8 
16.1 
8.7 

10.8 
8.2 
9.4 
6.9 
7.5 
6.4 
6.6 
6.6 

(Box) 

67.0 
67.5 
71.5 
67.5 
61.2 
70.9 
77.3 
80.4 
79.8 
81.6 
80.7 

Construction 

0.2 
3.3 
3.6 
4.2 

14.7 
4.8 
2.5 
0.9 
1.6 
2.2 
1.2 

No. 1 Export grade is equivalent to New Zealand Dressing grad 
No. 2 Export grade is equivalent to New Zealand Merchantable 
No. 3 Export grade is equivalent to New Zealand Box grade. 
Construction grade is equivalent to New Zealand No. One Fram 

'N.Z. For. Serv. Ann. Rep. 1955-1966; 2 Basic data from Wilson, 
Rep. 1961; 5 G. Yska, pers, comm.; 6 G. Yska, pers, comm.; 7 Fo 



but of heartwood of good durability and excellent dimensional 
stability" (Entrican, 1960) is wrong with regard to the board grades 
(Fenton, 1967a) while the characteristic of durability — once of 
critical importance — is now technically almost unimportant owing 
to the advent of a wide-spread preservation industry. The only sig
nificant yields of tight-knot finishing grades of boards that can 
possibly be produced from radiata pine are from young stands 
about 25 years old; the alternative source of finishing quality 
boards is of clears from pruned stands. The lack of comprehen
sion of the silvicultural characteristics of plantation-grown timber 
led to the assumption — now proven to be too optimistic — of a 
current export trade of 100 to 150 million bd. ft annually. 

The timber potential is quite otherwise for framing — or con
struction— timber; older stands will produce an increasing pro
portion of better grades (Fenton, 1967a). This potential supply 
has been recognized (N.Z. For. Serv., 1955; Ward, 1957), and the 
quantity of kiln-dried Construction grade (virtually equivalent to 
the No. 1 Framing grade of N.Z.S.S. 169) sold to Australia is 
shown in Table l l . Sales rose quite sharply when supplies of 
Douglas fir from North America were restricted by a strike, but 
fell directly these supplies were available again. The marketing 
opportunity will recur more gradually as Canadian supplies of 
old-growth Douglas fir change to hemlock, and to second-growth 
Douglas fir (Fenton, 1967b). Construction (or Framing) grade is 
one of the only two reasonably good grades available in quantity 
from first rotation New Zealand stands; the other grade is Factory. 
Copious supplies of low grade box timber are available. The low 
proportion of the total export volume represented by Construction 
grades (Table l l , third column) indicates that the sales effort is 
inadequate. (These grades are potentially available in larger quan
tity, and are a reasonable substitute for equivalent North American 
imports.) Although "Industry is confident that kiln-drying down to 
12 per cent and elimination of pith from overseas framing will 
result in satisfactory framing being available for use in Australia" 
(Ward, 1957) sales have been poor to date. The other major timber 
grade available in increasing quantities from the first rotation 
stands is Factory grade, for the production of short clear cuttings; 
production can be greatly increased by correct log sorting. Grade 
study results (Fenton, 1967a; Fenton and Familton, 1961) show 
more is available than mill outturns suggest. The increasing pro
portion of wides (10 and 12 X l in . ) of Factory grade from un
tended or belatedly pruned stands is a potential source of exports 
which is under-utilized in current trade. 

THE FREE TRADE AGREEMENT 

The F.T.A. is the latest in a series of trans-Tasman deals; the 
main object appears to be, in a broad sense, defensive (Robinson, 
1965; Mason, 1966). The view ". . . that the F.T.A. is surrounded 
by too many escape clauses and does not include very many 
important products in the 60% of trade it covers. But most accept 
it as a start and will be judging the treatment of forest products 
by Australia as a crucial test case, an indication of how serious 
Australia really is about closer trade relations" (Lipski, 1965) 
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stresses the critical role of the forest products trade as a touch
stone of the worth of the Agreement. 

The F.T.A., as it stands now, is an extremely limited agreement 
and its only important points can be summarized: 

Little new trade is liberalized. 
The only exception of any importance is kraft paper, which is 

a heavily protected product in both countries. 
The only tariff which remained on rough-sawn timber was 

that imposed on New Zealand Douglas fir as recently as 1963. 
After considerable pressure, it was abolished in September, 
1967. 

New Zealand quantitative import controls have been lifted 
from imports of Australian timber. 

Mutual planning is proposed under the F.T.A. (Travers, 1967) 
and could undoubtedly avoid, in theory, direct clashes in export 
products; a genuine integration of Australasian forestry industry 
could be a benefit from the F.T.A. However, any knowledge of the 
degree of competition within the Australian States themselves 
shows how unlikely an overall forest utilization plan would be. 
This is exemplified by the divergent policies followed by the 
various State services. These differences of policy, e.g., the lesser 
emphasis on radiata pine hitherto in Victoria, compared with 
New South Wales; early adoption of intensive pruning in Queens
land and its rejection in South Australia; acceptance of Douglas 
fir for a part in afforestation in New South Wales and its virtual 
exclusion in Victoria, Tasmania and the A.C.T.; persistence with 
afforestation with native hoop pine in Queensland, but not in New 
South Wales, are not due to environmental differences. There are 
heterogeneous systems of log and of stand top height measure
ment, still in use in the various States. 

A further barrier to international planning is that utilization 
is largely the preserve of private companies, and the desires of 
national planners are remote criteria unless considerable coercion 
is employed. "We are likely to find existing producers resisting 
threatened encroachment on their preserves by new entrants, not 
only by price competition, but also by various forms of pressure 
on customers and suppliers, as well as on government, designed 
to frustrate the plans of the potential competitors. . . . These are 
likely to be particularly important in forest products. . . . Much 
as they might like to avoid the difficult and politically delicate 
problems involved, it would seem to me that government cannot 
avoid playing a very positive role in planning. . . ." (Holmes, 1967). 

As a complex illustration, policies in all but one of the Aus
tralian States, and in New Zealand, call for pruning of plantations. 
Up to 15,000 acres are butt-log pruned annually. The object of 
this work is to produce a clearwood sheath of up to eight inches. 
At the same time, inadequate improvements have been made to 
the low standards of New Zealand sawmills in cutting defect-rare 
indigenous species, so that much clearwood is still unnecessarily 
lost. In Tasmania, stands of old growth ash eucalypts, whose clear
wood sheaths are measurable in feet rather than inches, are 
sawn to bolts — only to be ground into newsprint. While New 
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Zealand is currently exporting enough untended logs to supply a 
large newsprint machine, the next such machine being installed 
in Australasia is in Tasmania, where it will be supplied with logs 
of a far higher sawtimber quality than those of New Zealand log 
exports. Simultaneously, an additional 20 million cu. ft of logs annu
ally was successfully tendered for by the New Zealand company, 
currently making newsprint, for manufacture into kraft paper in 
eight years time. It could be reasoned that national planning would 
favour making newsprint now (though world export prices are 
still falling). The Australian and New Zealand newsprint com
panies are linked by capital exchanges of 2 million ordinary 
shares (Tasman Pulp & Paper Co., 1963) and have, no doubt, 
sensible reasons for their policies; but it is expecting too much of 
mutual planning to avoid the complex contradictions apparent in 
the current use of forest resources by private companies and by 
State Forest departments. How much more difficult would it be to 
decide forest planning on an international basis, under the joint 
consultative council, part of whose function is ". . . promoting 
the most efficient use of the combined resources of both member 
States"? Private interests will continue, no doubt, to raise prob
lems of the type illustrated. These will be difficult to resolve. In 
the actual case given it suits Tasmania to utilize its resources in 
this fashion, while faith in the future of clearwood is demonstrated 
by intensive pruning; and it suits the newsprint companies who 
are already financially integrated. It is much more difficult to 
see how Australasian or even national short- and long-term interests 
are at all benefited by these paradoxical policies. It will be recalled 
that the Canberra Pact of 1944 included provision for closer co
operation and " . . . covered nearly everything that the most enthusi
astic devotee of greater union could have asked" (Lipski, 1965), 
including a joint permanent Australia-New Zealand Affairs Secre
tariat. It was "an abysmal failure" (Lipski, op. cit.). 

Plans for forestry in each country are for the substitution of 
indigenous supplies by exotic softwoods and for marked expansion 
of forest industries — the major reasons for these plans being the 
high increment rate of such forests and the national policies of 
autarchy. The plans are far from mutual, and while New Zealand 
aims at an export surplus — principally to supply Australia — the 
latter aims at self-sufficiency (Jacobs, 1963). Although " . . . New 
Zealand's planting programmes aim, as they have always done, not 
only for self-sufficiency but also for a considerable export surplus" 
(Thomson and Williams, 1964), the potential supply from New 
Zealand has been disregarded at times in Australia. The statement: 
"A New Zealand Forest Service study indicated that the present 
forest resources of New Zealand are inadequate to meet the likely 
needs of New Zealand by the turn of the century" (Jacobs, 1963) 
ignores the planned and publicized intentions of the expanded 
afforestation programme. A better summary was given by Stevenson 
(1965) who acknowledged current New Zealand plans for expanded 
afforestation. 

Budgets have not been published on the cost and profit estimates 
of New Zealand afforestation; these are now available for New 
South Wales (Lugton, 1968) The benefits, to New Zealand, have 
usually acknowledged the effects of import substitution and foreign 
exchange earning, with some mention of rural employment and 
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associated benefits; the implications of full Australian self-suffi
ciency may cause a re-examination of the place of forestry in 
the New Zealand economy. 

After the first year of operation, the F.T.A. " . . . on balance . . . 
has brought no marked increase in support for the arrangement, 
which in New Zealand has never been particularly strong; indeed 
the disagreement between the Australian Paper Manufacturers Ltd 
and the Tasman Pulp and Paper Co. about the possibilities of 
the latter's exporting kraft liner board to Australia is tending, at 
this stage, to intensify doubts . . . in . . . New Zealand" (Holmes, 
1967). "New Zealand criticism of the F.T.A. include the 
now-vindicated forecast that Australian paper manufacturers would 
stop, or threaten to stop, buying New Zealand pulp if kraft paper 
were allowed duty free into Australia (Larsen, 1965). The further 
objection that the very recent (1964) development of the New 
Zealand fine paper industry " . . . could be killed in its infancy, 
but perhaps this is intended" (Larsen, op. cit.) remains undecided. 
Following protests from the N.S.W. Government and other authori
ties (Anon., 1965b), the F.T.A. excluded the processing of timber 
where New Zealand has substantial cost advantages (Mason, 1966; 
Anon., 1965c). One comment on this omission was: ". . . considering 
that N.Z. has very few chances to make inroads into the Australian 
market, and that timber and timber products comprise our N.Z. 
main bargaining-point, it does seem that N.Z. negotiators have 
very little on which to congratulate themselves" (Anon., 1967). 
The only sawnwood products which New Zealand has available 
from the current surplus of first-rotation stands of pines, and as 
elucidated in extensive grade studies (Fenton, 1967a), are Framing, 
Factory grade and finger-jointed wood (Mason, 1966; Stevenson, 
1965). Douglas fir offers a complementary source of Framing 
timber (Fenton, 1967b). 

The official view "that New Zealand should soon be able to send 
more sawn exotic timber to the Sydney market" (N.Z. For. Serv., 
1966) has no rational basis because (apart from the removal of 
the recently imposed tariff on Douglas fir) both the market and 
the timber-quality potential remain unchanged. Similarly, it is 
difficult to see why "New Zealand now has a wonderful opportunity 
to increase sales in Australia of the timber products which we 
[N.S.W.] traditionally import from her duty free or under pre
ferential rates" (Beale, in Anon., 1965b) because — apart from 
Douglas fir — they were duty free to start with, and further timber 
processing has not been liberalized at all. It is anticipated that 
the Australian deficit in pulp and paper products, other than 
newsprint, can be partially supplied by New Zealand; the official 
viewpoint was : "It is in the field of kraft paper that New Zealand 
will have a great advantage. The growth in the use of kraft paper 
. . . . has been phenomenal" (Anon., 1965d). This view, in particular, 
has been disputed by Larsen (1965) whose argument was that 
". . . it seemed completely out of character to expect Australia 
to change from self sufficiency in kraft and adopting hardwoods 
for kraft pulps, to accepting New Zealand kraft. The Australian kraft 
paper company emphasises that its expansion plans alone allow 
for increase in Australian consumption, and contend that New 
Zealand kraft can only be sold by dumping" (the F.T.A. includes 
anti-dumping provisions). 
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Extension of the F.T.A. to cover the products in which New 
Zealand has either an apparent comparative advantage or the poten
tial available from its forests should be made if the Agreement 
is to be anything more than " . . . another chapter in the de-
pressingly familiar story of abortive agreements, editorial hosannas, 
political platitudes and deja vu enthusiasm" (Lipski, 1965). The 
timber physically available from the exotic resource has been 
enumerated earlier (Framing, Factory grade and finger-jointing 
material), but the historical potential of indigenous softwoods is 
still available for timber export. Limitations on exports of the 
latter have been lifted from July, 1967 for twelve months. Currently 
all grades of all species except kauri can be exported provided 
that sawmill stocks had been accumulating, and that mill production 
was not increased above normal for a 40-hour week. The further 
processing — drying, preservation, finger-jointing and p re-cutting 
— of both exotic and indigenous wood, including box-shooks, should 
be included in the F.T.A. if it is to have any important effect on 
timber exports to Australia. 

Further supplies of high grade indigenous timber should be 
diverted from the prodigal home market, and its role as an export 
earner could parallel that of, for example, crayfish-tails or carcass-
offal as the high-earning export line. The latter products are avail
able in New Zealand, but at a price equivalent to their export, or 
world, values. The past use of these quality timbers in New Zealand 
has been wasteful, their export potential being ignored partly 
because of conservative specifications, their value understated 
because of price control and the prohibition of exports. One 
method of ensuring further export availability of indigenous timber 
would be a re-examination of all building specifications; it is 
absurd to allow cone-holes, for example, in Australian house floors, 
but to rigidly exclude them in New Zealand. Further substitution 
of exotic for indigenous timbers for New Zealand domestic use 
would increase the latter's export availability. Substitution has 
been a consistent policy in New Zealand for many years. Forest 
policies are full of apparent contradictions; but the contrast in 
equipment in the general run of sawmills cutting high grade 
indigenous timber, and the far higher standard of mills cutting 
much lower grade exotic timbers, is nationally a striking anomaly. 
Improvement of sawmill equipment to produce indigenous timber 
for export could increase potential earnings, even though the mills' 
lives are only about 20 years. 

New Zealand's rising consumption of newsprint, an item — in 
contrast to kraft paper — whose cost does not greatly influence 
the price of other export primary products, could be subdued by 
imposition of a sales tax on both domestic and imported paper. 
Admittedly, newsprint is sold on large-scale, long-term contracts, 
but a slackening of internal growth in demand could stimulate 
exports. This would be unpalatable to the New Zealand producer; 
overall reduction in the expansion of the economy itself tends 
to restrict newsprint sales as advertising decreases. The growth 
of domestic per capita consumption has been from round 33 Ib in 
1951 to 67 to 691b in 1966; present consumption is close to that in 
Australia. 

The failure to extend the F.T.A. to major agricultural produce, 
and the restrictive application of its apparently favourable clauses 

25 



on lamb and cheese exports to Australia — now restricted quanti
tatively to small amounts — indicate, with the converse continued 
protection of New Zealand manufactured goods, little change in 
the status quo. "The lack of thrust is primarily due to the marked 
reluctance of both governments to reduce the protection accorded 
to local producers, in New Zealand's case mainly in the manufac
turing sector, in Australia's mainly in foodstuffs. . . . In industries 
characterized by duopoly or oligopoly [viz. by two or a few pro
ducers] . . . the mere reduction of barriers to trade . . . will 
not be sufficient to permit optimum expansion by the most efficient 
producers." (Holmes, 1967). There is still no real foundation for 
a free trade agreement between countries with competitive exports 
unless far more draconian legislation is passed. There is no coun
terpart of the E.F.T.A. demolition of tariffs on forest products, for 
example, which has had a considerable impact on the previously 
protected United Kingdom paper industry. 

In the international trade in forest products, sawn timber and 
newsprint at tract the lowest tariffs and the least discrimination 
against imports. Concentration on these products could eventually 
enable New Zealand to diversify markets (if not categories of 
forest-product exports). Diversification into expanded kraft paper 
production to gain the benefit of a high joint Australasian tariff 
is at the risk of eventual loss of such a market through renunciation 
of the F.T.A. or, more distantly, by the greater development of 
Australian forestry and its ability to supply the Australian market 
if and when afforestation targets are achieved. 

The F.T.A. is initially for 10 years, after which it can be revoxea 
at six months' notice. The ultimate aim of Australian self-sufficiency 
in forest products makes future (post A.D. 2000) marketing of 
New Zealand produce, there doubtful. 

New Zealand depreciation, and Australian appreciation ot cur
rency in late 1967 will have complex effects. The new level of 
export prices will be determined after the increases of variable 
and of fixed (capital) costs in New Zealand have been assessed; 
international freight rates and the price policies and sales contracts 
of exporting companies will also affect the final prices. An interim 
assessment of devaluation effects has been made by the Forest 
Economics Division of the New Zealand Forest Service Head Office, 
to whom acknowledgement is made for the following data on 
changes in production costs in New Zealand: 

(a) Logging costs increase by 3>% net at port. 

(b) Sawmilling costs increase by 2% net at port. 

(c) Pulp and newsprint costs increase by 5% net at port. 

(d) Trans-Tasman shipping freights are at present (December, 
1967) unchanged. 

Overall, New Zealand exporters have an opportunity for at least 
an interim increase in profit and/or a decrease in price on the 
Australian market. It is possible that the values of the Australian 
and New Zealand currencies will change further, to New Zealand 
export advantage, over the next two decades. Other changes — 
particularly the merging of national sovereignty — would be largely 
to New Zealand's economic advantage, but are less probable. Poli-
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tical union with Australia is the least unlikely of such mergers, 
but logically union could occur with other nations. Any of these 
possibilities would greatly change the comparative advantage of 
New Zealand as a forest products supplier but, as her experience in 
meat and dairy export products shows, the classical arguments 
of comparative advantage are of dubious application in world 
trade for a small country with a limited range of exports. 

New Zealand, owing to a restricted range of natural resources, 
is destined to remain a nation dependent on trade. The rates of 
return from forestry in New Zealand are not appreciably different 
from those in agriculture (Ward et al., 1966), which is the principal 
source of export income. Forestry's prospects are as dependent as 
agriculture's on the vagaries of other countries' import policies, but 
forestry does provide one of the few export alternatives for New 
Zealand's limited resources. 

The future Australian market is conjectural; if the Australian 
afforestation programme is fulfilled and consumption projections 
are correct, it is unlikely that much could be sold there. The major 
decision — whether Australia should even aim at self-sufficiency or 
rely partly on New Zealand supplies — has already been taken; it is 
ironical that this occurred while the F.T.A. itself was being decided. 
It aptly illustrates the reasons already given for past poor trading 
relations: " . . . the rather exuberant nature of Australian national
ism has fostered an unwillingness on the part of Australian poli
ticians and officials to make concessions to N.Z. viewpoints, while 
N.Z. parochialism and insularity have reinforced the complacency 
of the New Zealanders about the world they live in" (Robinson, 
1965). 
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