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The Nature of Forestry in 
Australia

• A country the size of the continental USA with 19 million 
people

• A natural resource super-power, with coal, natural gas, 
minerals, agribusiness and forestry exports making up a 
substantial part of the economy.

• Forest sector is evolving towards a plantation base, with 
natural forests increasingly managed for conservation values

• Climate change, land and water degradation and biodiversity 
loss are substantial public policy issues
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Past clearing of native vegetation is leading to
Declining water quality….
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Making the land sustainable..

• Land use change is 20% of the greenhouse 
balance of Australia

• Loss of native vegetation not only creates 
salinity problem, but causes erosion, greater 
susceptibility to drought, and leaching of 
nutrients

• Spread of feral animals and weeds leads to 
homogenization of ecosystems.
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Action by Governments

• Federal Government has established programs 
to invest in biodiversity, water quality and 
greenhouse gas abatement measures, but 
these are an order of magnitude too small to 
reverse key trends

• Need to find solutions that leverage private 
capital and that make the environment a profit 
centre to investors
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A new approach to forestry 
investment

• View forest as a ‘bundle of rights’

• Disaggregate these rights and place their 
development/management with the right party

• Integrate different forms of investment—
government, private investors, institutional 
investors, corporations

• This approach is very tough to achieve in 
practice—multitude of legal, contractual and 
securities issues
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Capitalizing environmental 
externalities in forestry investment
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Key Impediments—Needs for 
Action

• Governments can facilitate these style of 
investments by:
– Defining the key environmental services and creating 

property rights 
– Establishing regulatory drivers that will internalize the 

costs of environmental impacts and allow for market-
based mechanisms

– Supporting consumer choice initiatives that allow 
access to products where environmental impacts 
have been mitigated 
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Conclusion

• Australia must develop innovative approaches to 
facilitate investment in ‘natural infrastructure’

• Market based approaches for greenhouse gas 
emissions, water quality and biodiversity will 
leverage private capital

• Challenge is to migrate from a solely a natural 
resource super-power to a ‘sustainability 
superpower’


