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LOCATIONAL IMPACTS OF FOREST-BASED INDUSTRY EXPENDITURE 

The project

As part of the social assessment of forest regions in New South Wales, the Social Assessment Unit (Forest Assessment Branch) of the Commonwealth Department of Primary Industries and Energy, together with the New South Wales Department of Urban Affairs and Planning as sponsors of the Social and Economic Technical Committee of the New South Wales Resource and Conservation Assessment Council, established a consultancy for a study of the locational impact of forest-based industry expenditure in the Lower North East forestry region of New South Wales.

The aim of the project was to assess the type and location of expenditure of forest-based industries and workers and the expenditure linkages and networks between forest-based industries and those industries which supply goods and services to them.

It is understood that the term ‘forest-based industries’ refers in particular to those industries based on native hardwood timber, in forests and plantations on Crown land and on private property. The present report describes the results of this study of locational impacts.

The approach adopted

The approach adopted in this project closely followed that employed by Rush Social Research in its investigations of the local impacts of forest industry expenditure in the Eden region. The detailed description of and rationale for the approach is described elsewhere.
 Here it is appropriate to state that the overall study is carried out as a two step procedure:

· Step 1: involving a survey of timber mills and contractors and timber hauliers;

· Step 2: involving a survey of local suppliers to the timber mills, contractors and hauliers.

With regard to step 1, it is noted that the Lower North East region, relative to the Eden region, covers a very large area and includes very many more mills, contractors and hauliers. Consequently, face-to-face contact with all such businesses was not possible for the Lower North East. A sample of face-to-face interviews was supplemented by a mail-out survey of the remainder.

This section outlines the method used in the survey of timber mills, contractors and hauliers. Details of the responses and the consequences for the subsequent analysis are also discussed.

It then contains details of the analysis of the survey of mills, contractors and hauliers. The views of mill and contract company owners and managers, recorded in the series of face-to-face interviews, are set out in the pages following the heading ‘Response to the survey’.

The approach to and results from the survey of local suppliers to the timber industry are given under the heading ‘Local expenditures’.

The population of mills and contractors in the Lower North East

The primary database on mills and contractors used for the Lower North East project, has been provided by NSW State Forests. 

This database contains various information, with records essentially based on the administrative requirement of the issuance of licences to carry out forest activities such as milling. A number of mills have ongoing relations with NSW State Forests. These mills are often the larger ones with log quotas from Crown land native forests. However many licence holders have smaller operations, involving non-quota salvage timber operations, and involving harvesting from private property either partly or wholly. These operations may involve only part-time or ad hoc work: a mill licence holder may be a farmer with a stand of trees on his or her own property. For such licence holders, use of the licence may be a sometime affair.

The timber industry in the Lower North East is in constant flux at the present time. Businesses are closing, continuing with reduced staff, or amalgamating; and some are expanding. Businesses with valid licences may have wound up; amalgamated businesses may have changed names; staff numbers may have changed since the most recent industry survey. These changes make it difficult for any database operation to ensure that its records are completely up to date.

Following a process of updating and editing, the lists provided by State Forests for the Lower North East contained the names of about 130 mills and of 32 contractors. A further independent process of editing attempted to cross-check these lists, so that as far as possible they represented the current situation of mills and contractors in the Lower North East. Although a small number of businesses listed were found to have closed, neither list was substantially changed.

Elements of the survey

Face-to-face interviews

From the lists of mills and contractors available, a selection was made of 23 businesses for face-to-face interviews. These businesses were seen as important for the project in terms of location and size. The interviews with the 23 businesses involved a wide ranging qualitative discussion of the timber industry within the region and the businesses’ experiences over the past few years. Following this, the participants were asked to respond to a semi-structured questionnaire which covered the key topics regarding locational impact. The questionnaire employed was developed by Rush Social Research and confirmed by the client.

In some cases the questionnaire was left on site, for later return to Rush Social Research. This enabled the questionnaire to be completed by the participant in his/her own time, since questions often covered data only available in annual reports or financial statements. The returned questionnaires were varyingly comprehensive in the information provided, and some were not returned at all.

The face-to-face interviews were conducted during the week of 10–14 August 1998 and those interviewed were:

· mill owners/managers — 18;

· contractors — 5;

· NSW State Forest regional representatives — 3.

Mail survey of remaining mills/contractors

The data collected and the comments from the businesses interviewed face-to-face focused attention on the content of a questionnaire that was to be mailed to all other known mills and contractors within the Lower North East. The content of this questionnaire was confirmed by the client. The mail survey was intended to provide a better geographical spread than was possible using the face-to-face method. Included in the mail-out was a return slip which could be used to indicate if that business had closed down.

With the larger mills who had not responded to the mail questionnaire, telephone calls were made from the Rush Social Research offices in Sydney reminding non-respondents of the questionnaire, and inviting their response and participation in the project. However, a poor response rate was achieved overall.

Response to the survey

Level of response

As at Friday 23 October, the number of useable questionnaire responses in hand was: 23 mills and six contractors. This represented 463 full-time, 10 part-time, and 23 casual employees. Comparing the responses to the State Forests’ mills and contractors database, it is noted:

Table 1: Lower North East employment figures


No. of mills/ contractors
Percentage of Lower North Easta
Number employedb
Percentage of Lower North Easta

Mills
23
18
437
45

Contractors
6
 ?
43
 ?

Notes:
a Determined on the basis of State Forests database information
b Part-time and casual employees are counted as half a full-time employee

Ten survey return slips were received indicating that these businesses had closed. 

A number of respondents adopted very positive approaches to the present project and went out of their way to assist in its completion. Overall, however, there has been a lack of detailed response from both mills and contractors to the survey. This appears to have been due to several factors:

· respondents exercising their right not to participate;

and for those participating:

· choosing to provide only some of the information requested;

· being reluctant to provide financial information; and

· being reluctant to set aside the time necessary to complete the questionnaire.

Such limited responses were not restricted to any particular size of operation. Some possible reasons for respondents exercising these choices include:

· feeling that the information requested was their property and should not be disclosed;

· being sympathetic but feeling ‘surveyed out’;

· feeling anxiety over the future of their own business and being reluctant to disclose it;

· feeling cynical about the nature and purpose of the exercise, and its political context.

(All these reasons have been expressed to Rush Social Research researchers during the course of the project.)

Characteristics of respondents

The characteristics of the mills and contractor businesses which have provided useful questionnaires are as follows:

Table 2: Timber industry operations conducted by businesses in sample


Respondents


Mills
Contractors

Total businesses
23
6

of which:



buy logs
18
1

fell hardwood
10
5

fell softwood
1
0

snig/load/haul hardwood
12
5

snig/load/fell softwood
1
0

haul only (hardwood)
0
1

mill hardwood
20
n/a

mill softwood
2
n/a

and produce:



hardwood sawlog products
10


hardwood pulp log products
4


softwood sawlog products
1


softwood pulp log products
0


Whereas it would be advantageous to identify log haulage as a separate category of business, this is not possible here as only one such business responded to the questionnaire and confidentiality precludes such identification. This log haulage company is therefore classified as a ‘contractor’ in the following analyses. If that company appears unique in any way, this fact will be mentioned.

The responding businesses were located in 19 different communities or centres widely distributed across the Lower North East region. No one centre predominated in the sample, two or three businesses being the maximum representation from any one community or centre.

Based on the evidence of the sample returns, larger mills (employing over 20 workers) obtain higher proportions of their timber (80% or more) from Crown lands. Some smaller mills also obtain high proportions from Crown land, but for those mills employing less than 20 people, there is a much higher likelihood that their timber resource will be derived in large measure from private property.

Approach adopted to the analysis

The low levels of response to the questionnaire have presented the need to adopt a very precise approach to the analysis of the data.

The problems posed relate in the main to the following: 

· the precision with which the populations (of mills and contractors) are known;

· the small number of responses to the survey questionnaire;

· the variable nature of the responses written on to the questionnaires;

· the representativeness of the respondent sample to the State forest-identified population.

With regard to the knowledge of the mill and contractor populations, the best information available at the time has been employed. It has not been possible to check beforehand whether all the enumerated licensed mills are operating day-by-day, are currently quiescent, or have closed. Indeed, changes continue to happen on a monthly basis, if not weekly.

However with regard to larger mills, it is known if they are operating or closed, so there is an additional confidence that can be attached to statements about employment in comparison to the overall population of mills.

The list of contractors provided the identity of over 30 companies. This appears quite a significant number, but there must remain some doubt as to the number of firms — particularly smaller firms — operating in the Lower North East.

The small number of responses to the survey questionnaire need not constitute a problem provided conclusions drawn are not surrounded by spurious statistical significance. One matter that does need to be noted is whether the sample is biased. This issue needs to be considered on a case by case basis, in relation to the question that is being asked of the data. For example, whereas it might fairly be assumed that the returns are biased towards businesses that are operating vigorously relative to those on the point of closure, there would appear to be few grounds for an assumption of bias in relation to the distribution of journey to work for mill X relative to a mill Y. 

The variable level of completion of the questionnaires introduces a similar issue. Data missing from one questionnaire can sometimes be interpolated using other questionnaires: thus making the first more useful. Consistency checks were also carried out across the data provided by different respondents, in order to identify anomalies and if possible resolve them with the company involved.

Non-representativeness of the sample in relation to mills can be overcome in large measure by transforming variables to measures ‘per employee’ rather than per mill, as the sample is much more representative of the former than the latter (the respondent sample representing 18% of mills, but 45% of employees: cf. section 2.3).

Another set of responses to low data quality can involve the following types of change: 

· from exact numerical expression to probabilistic expression;

· from cardinal measures to ordinal measures;

· replacing numerical statements with grammatical statements.

We have used these in the following, where appropriate.

In approaching the task of analysis Rush Social Research has been conscious of the need to identify the local and regional consequences of change in the timber industry (in relation to issues such as ‘If A then B’). The generic method of analysis, such as in specifying variables as ‘per employee’, and calculating distributions over a number of mills, contributes specifically to this aim.

When a change ‘A’ is specified, the results of this project provide information to determine the outcomes ‘B’. The results themselves are not geographically referenced or locationally specified until the change ‘A’ is specified. 

A note on units of measurement

Because the focus of the project is on locational effects, we have adopted the following conventions:

mill
A number of companies which mill timber have mills at a number of sites, sometimes with long distances between them. Because the focus of this study is on locational effects, the unit for ‘mill’ is taken to be the individual site in all cases where this is appropriate.

employment
This is chosen as the focal variable in descriptions of the scale of operations for both mills and contractors. It has the advantage of being well defined, relatively easily identified, and it allows comparisons to be made across all types of operation where financial information is not available. In this study, part time and casual employees are treated as half an equivalent full-time employee.

disaggregation of data
All data provided by respondents was made available on the basis of strict confidentiality. It has therefore been found necessary is some parts of this report, to aggregate data or circumscribe some statements, in order that the confidentiality of respondents be maintained. (This is the commonly adopted convention in such circumstances.)

The timber industry in Lower North East New South Wales

Industry structure

It is the timber mill and processing companies who hold licences to access hardwood timber from native forests, and it is they who pay royalties to the New South Wales government for that privilege. In the Lower North East, many mills retain their own (what are referred to as) ‘contracting’ functions, which include the felling of trees, and the snigging, stacking and hauling of the timber to their mill or mills. Other businesses use independent contracting companies to carry out these tasks. Some mills employ both means of bringing timber to their mills. Some independent contractors subcontract one or more of the ‘contracting’ functions they are responsible for. Some ‘contractors’ carry out log haulage operations only. (In this report, reference to contracting companies means independent contracting companies and their subcontractors.)

There is a great diversity in the hardwood timber industry in the Lower North East forest region, with timber mills and processors producing a range of products that include: bearers, building frames, decking, fencing, floorboards, girders, joists, laminated boards, marine decking, palings, pallets, panels, parquetry, plywood, posts, poles, skewers, sleepers, stairs, tool handles, veneers, and weatherboards.

Mills

Information made available from NSW State Forests suggests that in the Lower North East there are about 128 mill sites (122 businesses) currently operating, employing around 1000 individuals. The mill sites vary considerably in size, from large operations with over 80 employees, to those employing only one person. Twelve mill sites employ over 50% of the workforce, and 27 mill sites employ ten people or more. Over 50 mills are identified as employing one or two people only (cf. figure 1).

Many of the mill sites cluster around commercial centres. However even for those sites not so situated, the lines of economic activity draw them towards one centre or another. The locational distribution of mill sites around commercial centres, weighted in terms of employment, is shown in table 3. 

In terms of employment, the Newcastle region is the main focus of the timber industry in the Lower North East, containing or drawing to it over one-fifth (22%) of timber mill and contractor activity in the Lower North East. Secondary focuses for the industry include Coffs Harbour, Kempsey, Walcha, Wauchope and Bulahdelah, which all represent significant centres of commercial activity for the timber industry in the Lower North East.

Figure 1: Cumulative percentages of employment over mills, Lower North East Region




Table 3: Commercial centres of timber mill activity


Employment weight (%)


Centre

All mills
Large mills with 50% employment

Newcastle
22
27

Coffs Harbour
15
8

Kempsey
9
14

Walcha (1)
9
14

Wauchope
9
11

Bulahdelah
7
13

Macksville
6


Gosford
6
6

Gloucester
4
7

Cessnock
3


Taree
3


Wingham
2


Others
4


Total
99
100

Note: Includes Armidale and Tamworth
Sources: NSW State Forests data, and this survey

Independent contractors

Although there are exceptions, independent contractors are generally small companies (in terms of employment, if not in terms of capital per employee), the operations of which are not focused at any one ‘site’ — least of all the place where the business has its office. 

Depending on the way in which the company operates, a minimum sized team to carry out the felling, snigging and hauling operations would include 3–4 people working together. A haulage-only operation may comprise only one or two people.

It is not known accurately how many contracting firms are operating in the Lower North East, or the number of persons employed. Information available suggests that there may be about 40–45 companies based in the Lower North East, employing perhaps 180 workers, although this latter figure is liable to significant error. 

Because these firms are mobile in their operations they can operate over wide areas: a number of companies from the Upper North East forest region also, no doubt, operate in the Lower North East (and vice versa). The location of ‘head office’ does not necessarily indicate the business’s areas of forest operations. 

Wages and salaries

Based on returns from 19 companies at 19 mill sites and employing over 360 full-time equivalent workers, the average annual wage for a mill company worker in the Lower North East in the financial year 1997–98 was approximately $25 300. The range of annual wage at these sites was from about $30 100 down to $12 000. The sample results suggest that on average, the wage rates in smaller mills are somewhat less than in the larger mills, although in some cases this may indicate the part-time nature of work for some of the former.

From the small sample of contractors providing wage data (four companies, over 30 employees), indications are that the average wage for contractor employees is about $28 000 (range over individual companies $31 000–$15 000). (Haulage-only contracting appears to provide wage rates towards the lower end of this range.) 

The journey to work

Nineteen mill companies provided information on employee domiciles that could be used to examine journey to work characteristics of timber industry workers. By combining the results for the nineteen mill sites (362 employees), we have derived a frequency distribution for all mill workers. In terms of percentages it is estimated that just over half of all mill employees (54%) live within ten kilometres travel of their place of work, a quarter (23%) live between 10 and 20 km from their work, and almost all workers live within 60 km (figure 2).

Figure 2: Journey to work (Lower North East mills)


[image: image1.wmf]0

10

20

30

40

50

60

up

to

10

10

to

20

20

to

30

30

to

40

40

to

50

50

to

60

over

60

distance to work (km)

percent

employees

(%)


On the evidence available, the median distance travelled by a worker to a mill is just less than 10 km.

In the case of contractors, and based on the sample of six businesses (42 employees), the picture that emerges is of domiciles of the working team closely clustered about the centre of operations of the business. For this small sample of relatively small contracting companies, almost all the workers (90%) live within 20 km of the business’s main office; over three quarters (76%) live within ten kilometres.

Local expenditures

As part of the questionnaire, respondent mills were asked to make a calculation to identify the amount of money they spent locally in the year 1997–98. The details of the calculation are set out in the ‘Business Services Expenditure’ section of the questionnaire.

In essence this calculation commences with an estimation of total business outgoings (excluding wage-related outgoings) for the year, subtracts expenses on business services such as insurances, registrations, loan and lease payments, log royalties, and major expenditures on capital equipment. These items are assumed not to be local expenditures. The remaining dollar amount is taken to represent expenditures on such items as:

· felling/snigging

· log haulage

· freight haulage

· fuel/oils

· gas

· tyres

· spare parts

· chain saws

· hardware

· mechanical equipment

· repairs and maintenance

· fabricated items

· electrical services

· engineering services

· other tradesmen

· accommodation

· accountancy services

· stores (stationery, packaging etc)

These items can potentially be purchased locally, and respondents were asked to estimate the percentage of the residue amount they did spend locally. The dollar amount resulting from this calculation is taken to be the amount spent locally by the mill (excluding wage payments to employees). 

Taking N as the full-time equivalent employment at a mill, D as the money in dollars spent locally, and assuming they are related in linear fashion, it is possible to estimate by least squares a regression line:


D = a + b.N
(a, b constants)

The data provided in the questionnaires by twelve mills of diverse sizes has allowed the calculation of such a regression. With D expressed in units of thousands of dollars, this line is:


D = - 7.67 + 12.22N 

n = 12

R2 = 0.74

 (5.74) (2.32)

Statistical tests (t-test) indicate that b is significant at the 95 % level, and that the constant a is not significantly different from zero.

This provides a method for determining the amount of money entering or leaving the local economy as a result of changing employment levels in the local timber industry. The regression indicates that annual mill purchases from the local economy change by about $12 220 for each worker taken on or made redundant (given present technology). 

In the case of contractors and hauliers, the limited data provided indicates that local expenditure per employee is about $28 000 per employee. Over 50% of this figure on average is comprised of fuel purchases.

Industry change 1996–1998

There have been many changes in the timber industry in the Lower North East in recent years. The resource available from Crown forests has reduced substantially, increasing pressure on the private property resource. With the RFA process continuing, there is an air of uncertainty in the industry. Many companies, including some major mills, have closed their doors; others have downsized; some, however, have increased their turnover.

There have been consequential changes in employment across the region. Accurate figures are not available for company closures in recent years. NSW State Forests estimates suggest a net fall in the number of persons employed in the timber industry over the last three years, of about 400 persons. However the figure needs to be treated with circumspection owing to the possibilities in the State Forest records of duplications, the non-standard nature of licensing arrangements, and because it is not possible to discriminate between full-time and part-time employment.

All timber mills that responded to the survey questionnaire are currently operating, with only one exception. Fifteen respondents provided employment and wage figures for the three years 1995–96, 1996–97, 1997–98, and additional respondents provided employment figures only over the three years, or employment and wages figures for less than the three years. From the data provided by this sample of operating mills it is deduced that:

· in the 19 mills taken in total, employment has increased marginally (from 329 to 335 full-time equivalent employees). Six mills have shown employment increases, six have shown decreases, and for seven employment has remained at the same over the three years (table 4). Both small and large mills have shown employment gains and losses;

· over the 15–18 mills for which data was available, average annual wages have remained almost static over the three years, and are currently about $25 330 per annum on average (table 5).

Table 4: Employment change at 19 mill sites across the Lower North East Region


Employment

Year
Full-time
Part-time
Casual
FTE

1995–96
315
9
19
329

1996–97
318
6
13
328

1997–98
323
7
16
335

Note: FTE = full-time equivalent employees

Table 5: Change in wages across Lower North East mills


Sample


Year
Mills
Employeesa
Av. annual wage ($)

1995–96
15
293
25 190

1996–97
18
374
25 090

1997–98
18
389
25 330

Notes:
 aemployees as FTE

For the sample of six contractors, overall employment has risen about 10 % over the years 1995–96 to 1997–98, although some companies have expanded and others contracted. For the four companies which provided wages data, it appears that wage levels have risen somewhat over the period (about 3%), and now stand at about $28 000 on average. ‘Haul only’ contractors would appear to receive a significantly smaller wage than this figure.

FISAP–Industry Development Assistance grants

Under the NSW Forest Industry Structural Adjustment Package (FISAP), native timber sawmills, veneer and plywood mills, tool handle and pole manufacturers, sleeper cutters and logging and transport contractors may apply for Industry Development Assistance grants.
 Individual grants may range from a few tens of thousands of dollars to as much as one million dollars.

The successful applicant for a FISAP grant is enabled to raise further capital and invest in value-adding and/or productivity enhancing activities. These activities may (but do not necessarily) raise mill employment either directly through application of the grant monies, or indirectly through the grant’s flow-on effects. The implicit assumption in the government approval of a FISAP–Industry Development Assistance grant, of continuity of resource supply, may of itself raise the employment level at that mill.

The figures given above in relation to employment levels and wages need to be interpreted within the context of this program.

It is understood that over the period January 1996 to July 1998, FISAP– Industry Development Assistance grants to businesses in the Lower North East were as follows (table 6):

Table 6: FISAP Industry Development Assistance grants in the Lower North East

No. of applications approved
10

No. of businesses involved
9

Amount made available
$2 865 818

Source: NSW Government data

The evidence available suggests that Industry Development Assistance grants have so far been directed to larger mills, particularly those deemed capable of significant value adding.

Donations to community

Many of the respondent mills and contractors contribute to the life of their local communities in ways other than with wage payments and local purchases. ‘It is important to put money back into the community’, was the observation of one thoughtful manager.

Donations can be in cash or in kind — particularly in providing timber for community projects. Cash donations cover a broad spectrum, including monies to sports clubs (soccer, cricket, golf, netball, motorcycling, greyhound racing, rodeo), schools, churches, community groups and activities such as the Scouts, Rotary, the Salvation Army and Aboriginal training, and events and programs such as the A&H show, timber expo, ‘Crop a Cop’, and bush fire brigade. 

Levels of optimism

As part of the questionnaire, respondents were asked: How optimistic do you personally feel about your business’s ability to adapt and adjust to major changes to industry (generally considered) in the Upper North East region? Responses were recorded on a five-point scale, from 1 (‘not at all optimistic’) to 5 (‘very optimistic’). Responses were as follows:

Table 7: Level of optimism for the business


Scale
Mills
Contractors

not at all optimistic
1
5
1


2
2
1


3
3
1


4
5
1

very optimistic
5
5
1

total

20
5

Amongst this sample of mills, the level of optimism was independent of mill size.

For some respondents optimism was rather forced, being accompanied by such comments as:

We have to be [optimistic] if we want to stay in business

and:

A lot of them haven’t got a real good feeling.

One manager who chose not to answer this question expressed a common concern when he said:

It all depends on the RFA outcome.

Views of mills and contractors

During the week 10–14 August (and subsequently), face-to-face interviews were carried out with a number of mill managers/owners and contractors in the Lower North East. The following represents an overview and summary of the views expressed.

Overview

There are three main issues which stand out as a consequence of the face-to-face interviews:

· Different stakeholders interviewed have had significantly different experiences of recent changes in the timber industry in the Lower North East. For some, their position has improved. For others their position has deteriorated.

· The prime concern and anxiety of those interviewed is resource security (including volume availability and security of that volume), and the consequential matters of financial security and the capacity and will to invest. 

· Amongst those interviewed, smaller operators often expressed a sense of grievance that there was discrimination between large and small mills in decisions being taken about their future.

Resource security

· In the current environment, the available hardwood timber resource from Crown land has been cut to 60% of what it was a few years ago. This reduction has been felt particularly by companies not having quota log contracts with State Forests. These are generally the smaller mills.

· There is a general sense that the average quality of resource (including quota logs) provided from State forests has declined in recent years. This is attributed to the government’s volume commitments being larger than the forest areas currently available for logging can provide.

· In the situation of lack of resource security, or of total volumes available, the industry is turning to private property: either in harvesting more from this source, or in buying tracts of forested land as a hedge measure.

· Lack of a secure future has been reflected in the unwillingness of banks to provide loans to timber industry companies.

Firm size

· It was generally considered by medium and smaller firms, that the large firms were benefiting from Industry Development Assistance grants, to the disadvantage of the smaller ones. This observation is consistent with the view that it is generally the large firms who hold supply contracts with State Forests and can plan on that basis. As one interviewee asserted:

All the little fellas are being squeezed out

· A number of medium sized and smaller firms said they had ‘looked at’ Industry Development Assistance grant application and decided not to proceed in making an application. Issues in this regard included:

the need for companies themselves to put up investment funds but with no guarantee of resource security;

grants not being available to companies harvesting from private property/not having quota contracts for Crown land.

· One observation encountered was that for smaller mills, getting access to timber resource depended on ‘who you know’.

· It was claimed that the log merchandising experiment on the Mid-North Coast region — which requires that those doing contracting work cannot supply Crown timber to their own mill — has made smaller mills reliant on the grace of contractors to the large mills for the resource they require. Buying logs through a contractor, it was also claimed, has increased their price. 

· Smaller mills are usually more productive from the log that larger mills. Anecdotally, it was claimed that some large mills have recovery rates as low as 30%.

· There was concern expressed for the future of many smaller mills. These are often family companies with low overheads, efficient resource use, and low profit margins. Some may be able to continue in this manner into the future, if resource is available. However the scale of investment required for producing finer specification timbers and higher value adding products, is likely to be beyond many of these mills.

Mill management and economy

· For many mills, the consistency of log supply is a problem. Despite quota allocations, these were not always being met (‘arrears’ in quota log provision could be up to several thousands of cubic metres, it was claimed). 

· One mill owner identified a decline in mill skills available and the difficulty of finding workers for some skilled jobs.

· Some mills are finding it difficult to adjust to the current conditions because of the specificity of their milling equipment (such as the ability to handle different log sizes, accuracy of cut), and the cost of new equipment in an environment in which there is no resource security.

· Competition from alternative sources of some products — such as the use of concrete for telephone poles and railway sleepers, and of plastics for handles — was causing concern for some businesses.

· Some managers had put significant efforts into defending the industry with a consequent reduction in day-to-day management capability, and some businesses had been excluded from the debate because of this cost.

Value adding

· Several of the firms interviewed were actively moving towards value adding, particularly involving timber drying and dressing, but also developing other niche markets. Others would like to do this but were unsure as to how, given the current situation, they could achieve it.

· A number of comments were offered on value adding in the interviews:

· mills using lower grade timbers have less opportunity for value adding;

· inability to add value on the last 20% of log volume (fence posts, pallets etc.);

value-added product markets are more specific and more vulnerable to change.

· Some activities ancillary to value adding mentioned included the introduction of log grading courses for contractors, the use of AusIndustry diagnostic studies, and market research.

· One relatively small company has developed a new hardwood plantation 
harvesting head, now being sold in markets overseas. 

Timber growing and timber quality

· Comments made included the following:

the region needs a chip mill to use timber waste;

State Forests has large tracts of unproductive land: these need to be put into plantations, and they need to buy such land if necessary;

plantation hardwoods don’t appear to be as good as natural regrowth for milling, as they are more springy and contain more knots;

private landholders may be harvesting timber but not replacing it

Hardwood plantations must be made to work.

Attitudes and outlook

· There was an evident tiredness of what was seen as continual changes in the timber industry in recent years, in resource access and harvesting regulations:

We’re sick of this continual change.

· There was amongst some businesses cynicism and distrust of government consultation processes, and an acute awareness of their political dimensions:

All these studies ... The politicians will end up doing what their politics dictates.

· Nonetheless, there was a degree of optimism expressed by some of those interviewed, although this was often forced: 

We have to be if we want to stay in business.

· As was often clearly stated in these interviews, the key to the future is resource supply:

Future? We’ve got none. If they gave us a guarantee on supply, we could do something.

I updated my equipment in 1985 for about half a million dollars. I could spend double that now, but not without resource supply.

Timber industry supply

A significant part of the locational effects of change in the timber industry is the repercussions which such change would have on other industries and businesses in the locality. In this investigation, we have attempted to answer this question qualitatively and quantitatively.

Local supply to the timber industry

Basis of the approach

In the questionnaires completed by businesses in the timber industry (mills and contractors), and after the identification of the total of local business service expenditure (see section 3.4), respondents were asked to provide a list of local suppliers of products and services, identifying the product or service provided and an estimate of the amount of money spent with that supplier over the year 1997–98 (questionnaire: Q. 8).

The responses to this question were extremely varied. A few respondents provided comprehensive and detailed lists of the creditors, including amounts paid. Others provided some back-of the-envelope indications. Again, others believed that this information was properly not to be shared and declined to provide it. 

From all the information provided, we have made estimates of which economic sectors have received what proportions of each dollar spent by a mill or contractor locally. In this regard, a few introductory words are necessary.

First, in interpreting the information provided, it is necessary to remove from the list of suppliers those who are themselves in the timber industry, such as contractors supplying these services to mills. If this is not done, there will be double counting. The correct estimate of extra-timber industry supply expenditures represented in these transactions will be reflected in expenditures of that contractor on his services.

Secondly, the nature of the products/services supplied have been classified using codes of the Australian and New Zealand Standard Industrial Classification.
 These codes have been combined in terms of categories which appear as important to the timber industry. The categories form one of the main bases for the analysis of the survey of suppliers themselves, detailed below.

Thirdly, it needs to be noted that the amounts paid to suppliers are identified for one year: 1997–98, and that this was a year of much change in the timber industry in the Lower North East. For some companies (including those who received Industry Development Assistance grants), this year was one of investment and increasing employment; for others this has been a year of stasis, and for others again a year of decline. Therefore it is not possible to give more than broad indications as to average values for amount spent.

Fourthly, it needs to be recalled that, as has been set out in the preceding section, we have made a particular set of assumptions about what monies are spent locally, and what monies can be considered as ‘lost’ to the locality and indeed the region.

Significant local inputs

From the data received, we have estimated the proportions of the ‘locally spent dollar’ which go from economic units in the timber industry in different directions into the local non-timber industry economy. 

For small to medium sized mills, the two largest slices of the locally spend dollar go to freight haulage (products), and to petroleum product (fuels, oils) costs. In the former case this can be more than 50% of the local dollar, and in the latter, over 30%. Somewhat lesser slices go to parts, hardware and supplies such as bearing, wire ropes, saws and repairs to these; to repairs and maintenance of machinery and electrical equipment, and to motor vehicle repairs and spare parts, particularly tyres. For small to medium sized mills, these probably represent the significant total of local expenditures.

For the larger mills, all these categories of expenditure are significant, and other sets of identifiable expenditures include expenditure on an increased range of hardware products and services, retail expenditures (including motor vehicles, food, clothing), and business services (including accounting services, computer systems, advertising, and security services). Construction expenditures may also be a significant item in 1997–98.

In the case of contractors, local expenditures are similar to those of small and medium mills, with the difference that the contractors do not spend on haulage as the mills do, but spend proportionately more on vehicle and machinery repairs and maintenance, and in particular on tyres. More might also be spent on average, on petroleum fuels.

The following estimates are based on the responses of those companies who provided supplier lists together with money amounts. We have attempted to construct ‘average’ values from these figures. In doing so there is a need to take account not only of different sizes and functions of individual mills, but of the different accounting systems used by individual companies. We have employed a system of asterisks to identify allocation of the local dollar on a relative basis. These findings are summarised in table 8.

Table 8: Local expenditures of the timber industry: proportions of the dollar spent


Timber industry businesses



Mills

Category
Contractors
Small/medium
Larger

Freight

****
****

Fuel/petroleum products
****
***
**

Hardware, ‘parts’
***
**
***

Machinery & electrical (repair & maintenance)
***
**
**

Motor vehicle repairs, tyres
**
*
*

Retail products & services


(*)

Business products & services


(*)

Construction

[ ]
[ ]

Note: For each type of timber industry business, the number of asterisks against a given category of goods and services indicates that category’s relative importance in each locally spent dollar. The columns are not comparable horizontally. 

The use of asterisks confirms that the relative expenditures recorded are indicative only. We have compared the values deduced with those from timber industry businesses beyond the Lower North East, and the indications are similar. This is not surprising, first because of their generalised nature, and secondly because the allocations of expenditure are based on technology rather than location.

Timber industry dependent businesses

Approach taken

An important part of the questioning applied to mills and contractors was the request for a list of main suppliers. This list was given by some but not all participants in the face-to-face and telephone interviews. The importance of the list to the ‘cascade’ principle is that, when attempting to measure the flow-on effects of restricted access to hardwood, the local suppliers of goods to the timber industry are of prime concern.

The names and addresses of all suppliers named by the mills and contractors (Part III) were listed, and categorised by location (Upper North East / Lower North East). Once all replies from mills and contractors were collated, the sample of suppliers was supplemented by a random selection of similar industries from the yellow pages. In the Lower North East 129 addresses were provided by the mills and contractors, and to ensure a larger sample a further 330 names were drawn from the yellow pages. Postcodes and industry type ‘screeners’ ensured a) that the booster sample reflected the characteristics of the listed suppliers and b) that all were from within the locational scope of the research. Thus, while the sample consists of businesses directly supplying the timber industry, it is not representative of all businesses within the Lower North East. The results from the survey of timber industry dependent businesses should be read keeping this in mind.

A low response rate was achieved by mail: in the event 11 questionnaires came back from suppliers whose businesses had closed with no forwarding address, three were returned with a note to say the survey was not applicable to them, seven came from timber industry businesses and have been omitted, 13 came back with very little in the way of useable data, and 20 have been included in the final sample.

Once the ‘return by’ date had passed, Rush Social Research then used the mail-out list to contact by telephone a sample of 104 businesses which had been nominated by the mills and contractors as being direct suppliers. Of these, 63 completed an interview by telephone and 43 chose to fax their returns to Rush Social Research. The sample discussed in this report therefore consists of 20 mail returns and 104 phone/fax interviews. Even collecting data on this more personal level has not overcome the reluctance of a number of suppliers to provide financial data.

The pre-coded questionnaire used to measure impact amongst timber industry related businesses was developed by Rush Social Research and confirmed by the Department of Primary Industries and Energy. 

The sample of businesses supplying the timber industry

The respondent for the interview was generally the owner / manager / partner (69%); 14% were office managers, 10% were administrative personnel, and the remainder were business professionals (2%) or service/sales people (4%).

Ninety-three per cent of the 124 businesses in the final useable sample were local in that their head office was within the Lower North East of New South Wales. The businesses with head offices outside the area were in finance/insurance (three of nine), petrol/fuel (one of 17), auto repairs/tyres/service (one of 22) and property/business services (one of 15).

Responses came from twenty-six (26) townships, with more than half coming from four centres: Walcha, Port Macquarie, Taree and Wauchope (see table 9).

Table 9: Location of businesses in the sample

Centre/township
% of 124

Walcha
21

Port Macquarie
13

Taree
11

Wauchope
8

Kempsey
7

Wingham
6

Gloucester
5

Nambucca Heads
4

Tamworth
4

Dungog
3

Nabiac; Armidale: three returns each
5

Bellingen; Macksville; Frederickton; Cundletown; Toormina: two returns each
7

One return was received from each of the following townships: Kendell, Mt. George, Laurieton, Gum Scrub, Forester, Muswellbrook, Rutherford, Hyland Park, Mooreland.

Type of business

We have described the direction of timber industry ‘locally spent dollar’ in the Lower North East. Relative allocations of the dollars spent by mills and contractors have been identified and described (in table 8, above). The categories used in the analysis of the suppliers to the mills/contractors were extracted from the Australian and New Zealand Standard Industrial Classification tables (1993), and reflect these categories. The balance of interviews within the sample of 124 also favours some of these sectors, for instance the auto repairs/tyres/service, fuel/petroleum, business services, and machinery wholesaling. The allocation of each supplier to an appropriate category was undertaken with reference to table 8.

Table 10: Type of business


% of sample

Auto repairs and service/tyres
17

Fuel suppliers
14

Business services
12

General retailing
12

Machinery and motor vehicle wholesaling
11

Machinery and equipment manufacturing
7

Financial services
7

Car retailing
6

Construction/trade services
4

Accommodation/food/community services
4

Road transport/storage/haulage
3

Auto electrical services
1

Of particular ‘fit’ between the suppliers and the hypothesis within table 8 is the prevalence of transport and machinery-related businesses. Auto repairs and services, fuel suppliers, tyres and machinery wholesaling are a significant proportion of the sample. ‘Matching’ the three asterisk status in table 8, machinery and equipment manufacturing is also represented in quite large numbers in the supplier sample: this includes parts manufacturing.

Of interest in the supplier sample is the comparatively high proportion of business services made up of legal and accounting services, computer services and real estate: this sector does not appear to be of consequence in table 8. 

Employment of staff as at June 1997 and June 1998

June 1997

As of June 1997 less than one in five (18%) of the businesses had only one full-time staff member, with a further one in four (24%) having two full-time staff members. Twelve per cent did not disclose their staff numbers. Overall, the average (mean) number of full-time staff in the Lower North East was 4.8.

At the same time (June 1997), 80 of the 124 businesses had no part-time staff. Of the remaining 44, 16 had one part-timer and 15 had two.

One property/business services sector respondent claimed 52 part-timers, one in petrol/fuel claimed 20, two in the ‘other businesses’ sector claimed 16, and one (property/business services) claimed 12 part-time staff at year ending June 1997. There was an average of 4.9 part-time staff amongst those businesses employing part-timers. 

The average number of casual staff at June 1997 was 3.8 amongst those employing casual staff at that date. Of the 45 businesses who had casual staff, 19 had one, nine had two, and nine had three casual staff. At the other end of the scale one had 22, one had 12 and one had eight casual staff.

June 1998

As at June 1998, changes had occurred in the average staff numbers, with a downturn in full-time staff numbers overall (-2% 1–10 full-time staff: -4% 11–25 full-time staff, -1% 26–50 full-time staff), and an increase in the numbers not recording full-time staff at all. There was also a decrease in the numbers of part-time staff (-5% 1–2 part-time staff, 1% 5–6 part-time staff, -2% 11 plus part-time staff.

The only growth was seen in casual staff numbers (businesses employing five or more casual staff), and this growth was negated by a drop in the number of businesses employing one to four casual staff. The following table shows staff number at end year-end June 1997 and June 1998 as well as the percentage change which has occurred. 

Table 11: Comparison of employment numbers at year end June 1997 and June 1998


Full-time staff 
% at 

June 1997
% at 

June 1998
%

change

1–10 full-time staff
83
81
-2

11–25 full-time staff
8
4
-4

26–50 full-time staff
1
-
-1

Average number of full-time staff
4.8
4.0
-0.8

No information on full-time staff/None
8
15
+7

Part-time staff




1–2 part-time staff
25
20
-5

3–4 part-time staff
2
2
nil

5–6 part-time staff
2
1
-1

7–10 part-time staff
2
2
nil

11–15 part-time staff
2
1
-1

16+ part-time staff
3
2
-1

Average part-time staff amongst those who employ part-timers
4.9
3.8
-1.1

Casual staff




1–2 casual staff
22
21
-1

3–4 casual staff
9
7
-2

5 or more casual staff
5
6
+1

Average casual staff amongst those who employ casuals
3.0
3.0
nil

The slight changes downwards in the numbers of full-time staff appear to be in four sectors: manufacturing, wholesale machinery, petrol/fuel and transport/storage. In part-time staff, the downwards trend appears also in the wholesale sector, and in petrol/fuel and property/business services.

A total of 536 staff were list at June 1998 by the 97 businesses answering this question. The domicile of staff is shown against the domicile of the supplier companies, in table 12. As can be seen 57% of the staff are accounted for by the five towns most often represented in the sample of suppliers: Port Macquarie, Walcha, Kempsey, Taree and Wauchope.

Table 12: Location of staff employed by businesses in the sample

Centre/township
% of 120
% of 536 f-t staff

Walcha
21
11

Port Macquarie
13
22

Taree
11
7

Wauchope
8
7

Kempsey
7
10

Wingham
6
4

Gloucester
5
5

Nambucca Heads
4
5

Tamworth
4
5

Dungog
3
2

Nabiac, Armidale: three returns each
5
4

Bellingen, Macksville, Frederickton, Cundletown, Toormina: two returns each
7
2

Client base

In assessing the extent to which businesses supplying the timber industry could be at risk in the face of economic change in the area, the nature of the client base is important. Businesses with a wide client base could be seen to be less at risk than those with fewer clients. In the sample of businesses in the Lower North East, the majority (81%) had more than 50 customers last year, whilst only 2% had five or less. This is shown in table 13.

Table 13: Businesses’ client base

Number of customers in last financial year
% of 120

A few (5 or less)
2

Several (6–10)
2

Quite a number (11–20)
1

A few dozen (21–50)
4

Many (more than 50)
81

No information
11

The number of clients was lowest in the following sectors: auto repairs/tyres/service, transport and storage, and property/business services.

Income details, 1996–97 and 1997–98

There was a relatively high refusal rate for questions relating to financial performance — income (46 of 120 businesses), and gross wages (52 of 120). Comparisons between gross income for the financial years ending June 30 1997 and June 30 1998, from those responding to the questions, are made in table 14.

As can be seen, the percentage of businesses in each gross income bracket changes only marginally and given the small sample size, no changes can be seen as significant. Perhaps what can be said is that the changes are complementary to some extent with (for example) a small increase in the number of businesses in the $150 000 to $200 000 gross income bracket being ‘matched’ by a small decrease in the numbers of businesses with gross income in the next highest bracket. If we inspect the higher end of gross income levels we see that there is similar complementarity, except for an apparent 3% growth in businesses where the income is between $2.5 million and $5 million. The median gross income remains the same at the $300 000 to $500 000 level per year, for suppliers to the mills and contractors in the Lower North East.

Table 14: Changes in gross income over financial years 1996–97 and 1997–98

Gross income in $ (n = 124 businesses)
% at
30 June 1997
% at
30 June 1998
%
change

Less than 50 000
6
3
-3

+50 000–75 000
2
3
+1

+75 000–100 000
3
2
-1

+100 000–150 000
4
5
+1

+150 000–200 000
2
5
+3

+200 000–300 000
14
11
-3

+300 000–500 000
6
5
-1

+500 000–750 000
9
8
-1

+750 000–1 million
2
3
+1

+1–2.5 million
10
9
-1

+2.5–5 million
3
6
+3

+5–10 million
3
2
-1

No response
36.3
37.1
+0.8

The highest income figures for 1996–97 were recorded in the automotive sector with two of six auto retailers and two of six petrol/fuel businesses recording incomes of between $5 million and $7.5 million. Four businesses recorded incomes of between $2.5 million and $5 million (wholesale trade 1, transport/storage 1, property/business services 1, and ‘other’ sectors 1). Twelve businesses recorded incomes of between $1 million and $2.5 million and these were spread more generally across six sectors. 

The thirteen businesses concentrated at the lower income levels (up to $100 000) were recorded in the auto repairs/tyres/service (4), property/business (3), ‘other’ (3), and transport/storage, general retail, wholesale trade (1 business each sector).

In the year 1997–98, the relativity between the business sectors, in terms of income, had not changed significantly. Two petrol/fuel retailers had dropped one income bracket (from $5–7.5 million to $2.5–5 million) and in the manufacturing sector one business appears to have dropped downwards from $2.5–5 million income to $1–2.5 million.

The following table looks at changes in gross income for those sectors identified in table 8: when inspecting this table it must be remembered that the number of businesses in each sector is small. Little in the way of significant changes in income is observable.

Table 15: Changes in gross income for various sectors

Wholesale machinery

Petrol/fuel
Auto repairs/tyres
Transport/ storage
Business service


96–97
97–98
96–97
97–98
06–97
97–98
96–97
97–98
96–97
97–98


Gross income ($)
n = 13
%
n = 13
%
n = 17
%
n = 17
%
n = 22
%
n = 22
%
n = 4
%
n = 4
%
n = 15
%
n = 15
%

Less than 50 000
8
8
–
–
5
5
25
–
20
13

+50 000–100 000
8
–
–
–
13
14
–
–
11
7

+100 000–200 000
–
8
6
6
5
14
22
25
7
7

+200 000–500 000
15
–
6
6
9
9
–
–
47
46

+500 000– 1 million
15
23
6
5
5
5
–
–
7
13

+1–2.5 million
23
23
6
5
9
9
25
25
–
–

+2.5–5 million
8
8
–
12
–
–
25
25
7
7

+5–7.5 million
–
–
12
10
–
–
–
–
–
–

No response
31
31
65
65
54
46
25
25
13
13

Percentage of sales (income) from five largest customers

An alternative measure of the risk of concentrating on a small client base is the percentage of total sales represented by the businesses’ ‘top five’ customers. On average 34.9% of sales to businesses in the sample have made in this last financial year has been to their five largest customers in the Lower North East. The median figure is 30% of sales going to the five largest customers. The construction, transport and manufacturing sectors appear to concentrate more of their sales in the five top clients, than other sectors do.

Approximately 15% of customers place only 1–10% of sales with the top five clients:

· wholesale trade—8%

· retail (general)—13%

· finance/insurance—11%

· petrol/fuel—17%

· car retail—17%

· auto repair/tyres—18%

Percentage of sales (income) from timber industry

On average, 19% of sales during the last financial year went to the timber industry. This differs across the different industry sectors (although sample sizes are very small) to some extent, with an indication that in two sectors — transport/storage and construction — more than half of the respondent businesses rely on the timber industry for income. The wholesale machinery sector and general retail trade also rely relatively heavily on the timber industry for their sales, as is shown in the table following.

Table 16: Proportion of sales to top five and timber industry


Industry sector
Average % of sales going to top five customers
Average % of sales going to timber industry

Transport/storage
38
56

Construction
56
53

Wholesale trade
28
35

Retail trade (general)
40
23

Manufacturing
44
16

Petrol/fuel
42
15

Car retail
16
14

Auto repairs/tyres/service
33
10

Business services
25
8

Finance/insurance
35
5

All other
28
34

Average over total sample
35
19

Money going into the community

The questionnaire sought to establish the amount of money going out into the community from the suppliers in this sample, and thus a series of questions were asked about wages paid, capital outlays and the amount spent on other local suppliers.

Comparison of gross wages paid 1996–97 and 1997–98

The median gross wage bill has stayed the same across the two financial years at $75 000–$100 000. As with the gross income table, the gross wage table (following) shows very slight movements which appear to be complementary but generally show a very slight drift downwards of the gross wages bills incurred by the suppliers to the mills and contractors, between the two financial years.

Amongst those businesses returning gross wage information, the data shows two sectors as more likely to be experiencing lower gross wage bills: manufacturing and automotive retail.

Table 17: Changes in gross wage bills over financial years 1996–97 and 1997–98

Gross wages in $ (n = 124 businesses)
% at

30 June 1997
% at 

30 June 1998
% 

change

Less than 50 000
14
11
-3

+50 000–75 000
9
8
-1

+75 000–100 000
7
11
+4

+100 000–150 000
6
6
nil

+150 000–200 000
5
4
-1

+200 000–300 000
10
10
nil

+300 000–500 000
2
2
nil

+500 000–750 000
2
3
+1

+750 000–1 million
1
1
nil

+1–2.5 million
1
1
nil

+2.5–5 million
1
1
nil

No response
42
40


Redundancy paid

In 1996–97, of the 124 respondents, two paid redundancies at less than $50 000 and one paid a redundancy payment of between $50 000 and $75 000. One each of these redundancies occurred in the wholesale trade, business services, and ‘other’ sectors.

In the year 1997–98 five businesses paid redundancies, all at the ‘less than $50 000’ level. These occurred within the following sectors: wholesale trade, general retail, automotive retail, property/business services, and ‘all other’.

Spending on business services and capital outlays

A set of questions measured expenses incurred by the businesses in the financial year ending 30 June 1998, in such areas as:

· insurances, vehicle registration and lease payments, payroll tax, workers compensation, superannuation payments, bank fees, power, rates, telephone and other similar expenses;

· major capital outlays;

· purchases from suppliers.

Spending on business services

Half (50%) of the 124 businesses refused to discuss their financial outgoings, but amongst those 62 businesses which did complete the question on outgoings on business services, just on six out of ten (59%) paid up to $50 000: 27% spent much less at between $1000 and $20 000.

Table 18: Business services expenses 1997–98

Business expenses ($) at 30 June 1998
 n = 62

%
Total sample (124) %

1000–20 000
27
14

+20 000–50 000
32
16

+50 000–100 000
24
12

+100 000– 200 000
6
3

+200 000–300 000
6
3

+300 000–500 000
–
–

+500 000–1 million
3
2

No information

50

From the responses, the four sectors where business expenses are highest appear to be:

· property/business services — average $101 114;

· ‘all other’ sector — average $112 839;

· transport/storage — average $204 000.

The sectors where average business expenses are lowest are: 

· manufacturing — average $38 400

· finance/insurance — average $39 227

· petrol/fuel — average $50 000

Major capital outlays

Ninety (90) of the 124 did not answer the question on major capital outlays, leaving a total of 34 businesses which did. The median spend on major capital outlays amongst these 34 businesses was $20 000. Three businesses spent $100 000–$200 000 on major capital outlays and two spent over $200 000.

The highest outlay on major capital expenditure was recorded by automotive retailers, general retail trade, auto repairs/types/service, and the category ‘all other’. 

Table 19: Major capital outlays in the financial year 1997–98

Major capital outlays (in $) at 30 June 1998
 n = 35

%
Total sample (124) %

1000–10 000
34
10

+10 000–20 000
14
4

+20 000–50 000
14
4

+50 000–100 000
20
6

+100 000–200 000
11
3

+200 000 and over
 6
2

No information
–
73

Amount spent on goods and services

Fifty-one per cent (51%) did not answer this question leaving a total of 61 businesses who estimated the amount they spent in the financial year ending 30 June 1998 on goods and services. Amongst those 61 businesses, the median spend on goods and services was $50 000. 

The grouped data is shown in the table following. As can be seen, 13% spent $500 000 or more on suppliers and 3% spent over $2 million: 13% spent between $200 000 and half a million dollars. One in four (25%) were at the lowest end of the scale, spending between $1000 and $20 000, and 28% spent between $20 000 and $50 000.

Three sectors appeared to spend larger amounts on suppliers than others: these were the general retail trade (food, non-automotive retailing, average $640 628), the wholesale trade (average $286 768), and the construction sector (average $244 125). 

Table 20: Current spend on goods and services at 30 June 1998

Purchases from suppliers (in $) at 30 June 1998
 n = 61

%
Total sample (124) %

1000–20 000
25
12

+20 000–50 000
28
14

+50 000–100 000
16
8

+100 000–200 000
5
2

+200 000–300 000
5
2

+300 000–500 000
8
4

+500 000–2 million
10
5

+2 million 
3
2

No information
n/a
51

Percentage of outgoing on goods and services spent locally

An average of 61% was spent locally by the 84 of the 124 businesses who answered this question. The median percentage figure was between 61 and 70%. 

Eighteen businesses claimed that between 91 and 100% of their outgoings on suppliers was spent in the region; 13 claimed to spend between 81% and 90% locally. Three industry sectors stood out in this result, petrol/fuel, finance/insurance and property/business services. All three have a low dependency on the timber industry.

Lowest spend within the regions was shown by the manufacturing and wholesale sectors, and auto retailing. Of these only the wholesale sector has a relatively high dependency on the timber industry. A high (65%: transport/storage) or relatively high (45%: construction) proportion of spending is done locally.

Table 21: Average of outlays spent locally and average sales to timber industry

Industry sector
Average % spent locally
Average sales going to timber industry

Finance/insurance
88
5

Petrol/fuel
78
15

Auto repairs/tyres/service
75
10

Property/business services
74
8

Transport/storage
65
56

General retail
56
23

Construction
45
53

Auto retail
45
14

Manufacturing
40
16

Wholesale trade
31
35

Level of optimism

All but two of the 124 businesses responded to this question, giving an indication of whether they felt ‘very optimistic’ about the future (+5) or ‘not at all optimistic (+1), or somewhere between these two extremes. On average a ‘score’ of 3.2 was achieved, indicating that the businesses barely tended towards the optimistic end of the scale. 

Whilst one in three (33%) said they were optimistic (and 14% were very optimistic), one quarter of the ‘scores’ (26%) sat in the middle (see figure below).
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The sub-group sample average level of optimism range from 2.8 to 4.3, although it is difficult to make judgements about this, given the small sub-group size. Auto repair/tyres/service was low at an average confidence level of 2.8; transport/storage (average 3.0) and manufacturing (average 3.1) were also low compared to finance/insurance and construction (each 3.6): property/business services (3.5), and car retail with a high 4.3 out of 5.

Key points around table 8

The following summary of trends which have been observed in the data from suppliers to the timber industry in part refers back to table 8, in that we describe the key points which relate to each sector described in table 8, and in the supplier data.


Sector 
Table 8: 

no. of asterisks

Key trends in supplier survey

Transport/storage (compare to freight in table 21)
****
Relatively low income

Higher % of income from low number of customers

Higher dependency on timber industry (57% income)

65% spend is local

Average level of confidence in future

Construction
[ ]
Higher % of sales to smaller number of clients

Higher dependency on the timber industry (53% income)

45% of spend is local

Optimistic about the future

Motor vehicle repairs/tyres/ service
**
Lowest number of clients

Slight drop in gross income

10% of sales to timber industry

75% spend is local

Lowest level of confidence

Fuel/petroleum
****
78% of spend is local

High income

Low dependence on ‘top 5’

15% of sales to timber industry

Average level of confidence

Manufacturing (machinery & electrical)
***
Higher % of income from a low base

16% of sales to the timber industry

40% of spend is local

Average level of confidence

Business services
(*)
Higher % of sales to lower base

74% spend is local

8% of sales to timber industry

Optimistic about the future

� The full consultancy brief is attached at Appendix xxx.


� Rush Social Research, Local Impacts of Forest Industry Expenditure in the Eden CRA, a research report to SAU/DPIE and RACAC/DUAP, December 1997.


� It is important to note that the local expenditure of a mill should be estimated net of expenditure on local independent contractors. If this provision is not made, estimates of expenditures locally by the timber industry will include an element of double counting. The same is true for the purchase of sawn boards from other mills.


� Department of Land and Water Conservation, FISAP - Help for You and your Industry (Information Package), 1996.


� Note that this does not include wage payments to employees.


� Australian Bureau of Statistics and Department of Statistics (NZ), Australian and New Zealand Standard Industrial Classification, 1993 edition; see also idem, Australian and New Zealand Standard Industrial Classification: Alphabetic Coding Index, 1994.
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