


generate real value for ourselves and our customers
in the long term.

* We need to get closer to our customers' customers, to
move further down the value chain and get closer to
the end consumer.

* We need to explore new products and new markets.

* We can improve our processing, marketing and dis-
tribution capability.

¢ We need to continue the push into creating greater
market access for our products through the removal
of tariff barriers and non-tariff barriers.

* We need to utilise the government support structures
and systems Lo help us enhance our business. The
Wood Processing Strategy is a start but does it go far
enough?

* We need to convince Government to really get in be-
hind us and support our industry.

Industry threats

* Isthe Government really supportive of the industry?
If not how do we work with them to increase their
support?

* Will the Wood Processing Strategy be pulled out from
under our feet?

* The Resource Management Act is a two edged sword,
it is great in theory but does it work in reality?

* Energy infrastructure has been found to be wanting
and will continue to be problematic for a number of
years yet.

* We have significant international competitors who are
continually pushing the boundaries and are very ag-
gressive in terms of processing infrastructure devel-
opment, marketing and distribution.

The way forward

So how do we pull all of these threads together and
make sense of our strengths, weaknesses, opportunities
and threats? Where do we want to go and what can we
do to move ourselves forward? Ibelieve the answer lies
in clearly understanding the value propositions that we
are able to deliver for ourselves and for our customers.

I consider that we have a very sound robust fibre re-
source which provides a strong foundation for our in-
dustry. We shouldn't lose sight of the primary resource
we have, we need to keep up the excellent work we
have been putting into growing a great resource, how-
ever we need some more arrows in our quiver. We need
to be as proficient at processing, marketing and distribu-
tion as we are at growing trees.

Processing

We have to invest in our processing facilities and con-
tinue to do so. We can't stand still - we have to improve
our productivity and value creation opportunities. I
believe we have slipped back relative to our competi-
tors.

Marketing

We are a long way from our markets, geographically,
culturally and politically. Most importantly we are dis-
tanced from the market in terms of where we sit in the
value chain. The final end users of our products are in
many instances consumers who we don't know much
about, we don't know what their preferences are, we
don't know why they make the consumer choices they
do, we don't know what key decisions drive their pur-
chasing power, and we don't know what new innova-
tions will satisfy their needs.

We have a lot of barriers to overcome and this rein-
forces the need for careful selection of our value propo-
sitions. Fundamentally we need to understand the value
drivers and position ourselves to take advantage of these.

Distribution

Distribution has changed significantly in the last 10
years let alone the last 100 years. The days of logging
the forest, selling the logs to the sawmiller down the
road who then sells the lumber to the builder or
remanufacturer further down the road, who then sells
to the carpenter or furniture maker further still down
the road, are fast changing. This distribution model still
exists but there are now many different variations which
create greater complexity. For example, the
remanufacturer can be in a different country now, com-
ponents can be made in one country and assembled in
others. We are capable of participating in distribution
now more than we ever have. We need to be part of the
distribution system so that we can pick up the distribu-
tion margin as well as the product margin, and at the
same time get closer to the end consumer.

We need to focus on and improve in all of these areas.
This will require commitment, courage, technical exper-
tise, investment - all the things you have heard before.
However the key requirements that will take us to where
we have to go are the same as always - vision and lead-
ership. Atthe end of the day it is the vision we have for
ourselves as an industry and our leadership that must
take us to this vision. We are the masters of our own
destiny.

Summary

If we want to change and break out of the commodity
cycle we have to resource the areas that need improve-
ment. We are good at growing trees so let's keep doing
what we are doing here. I believe the key areas we need
to resource to enable us to break the cycle are those that
I have discussed above - we need to become significantly
better at processing, marketing and distribution.

To move to a modified operating model we must have
the vision and leadership from within the industry to
get us there, we can't keep doing what we have been
doing, we have to break the cycle and then things will
get better...
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