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SUBMISSION TO THE TREASURY ON 

REFORM OF THE OVERSEAS INVESTMENT ACT 2005 

 
1. INTRODUCTION 
 

1.1 Federated Farmers welcomes the opportunity to submit to the Treasury on its 
consultation document Reform of the Overseas Investment Act 2005. 

 
1.2 Agriculture is a significant contributor to the economy: 

 For the year to June 2018 62.2% of the value of New Zealand’s $55.5 billion 
merchandise exports came from agricultural products1.   

 Agriculture’s direct contribution to GDP is around 5-6% but that does not include 
its indirect contribution through food processing and services used by farmers2.   

 As at February 2018 53,500 agricultural businesses employed 84,400 people 
(excluding business owners)3. 

 Since 1978 productivity in the agricultural sector has grown faster than for the 
economy as a whole4. 

 
1.3 Overseas investment has many benefits but it has proven to be controversial, despite 

New Zealand having relatively restrictive rules for overseas investment.  Federated 
Farmers’ policy position, adopted in 2015, is that we support overseas investment, 
including in farmland, although we have reservations about mass aggregation and 
vertical integration of farmland and want the Overseas Investment Office to be rigorous 
in assessing applications and in monitoring and enforcing any conditions of approval. 

 
1.4 More recently, we are concerned about the November 2017 Ministerial Direction 

Letter, which tightened the rules for non-forestry rural land but relaxed the rules for 
forestry rural land.  We are especially concerned about the Letter tilting the playing 
field in favour of conversions of pastoral farms to forestry blocks and the resulting 
economic, environmental and social costs, especially to local rural communities.  

 
1.5 Although the 2017 Ministerial Direction Letter is outside the scope of these reforms, 

Federated Farmers requests that our concerns about the Letter be placed on the 
record. 

 
1.6 Turning to the reform proposals set out in the consultation document, Federated 

Farmers agrees with many of the proposals to simplify and streamline processes, but 
we are cautious about allowing Ministers greater discretion based on their 
interpretation of sweeping terms, such as ‘national interest’, ‘public health and safety’, 
‘national security’, ‘public order’, and ‘cultural values’.  If any of these are to proceed 
they will need to be clearly defined and used only rarely.  

 
  

                                                             
1 MPI’s Situation & Outlook for Primary Industries for June 2018 and Statistics NZ’s monthly Overseas 
Merchandise Trade Statistics for June 2018. 
2 Statistics NZ GDP quarterly statistics (most recent is for December 2018 quarter). 
3 Statistics NZ annual Business Demography Statistics (most recent is for 2018, as at February) 
4 Statistics NZ annual Productivity Statistics (most recent is for 1978-2017) 
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2. RECOMMENDATIONS 
 
2.1 Federated Farmers recommends that  
 
(a) Its concerns about the November 2017 Ministerial Direction Letter, in particular its 

more relaxed rules for forestry rural land, be noted for the record. 
 
(b) The requirement for screening of sensitive adjoining land be confined to land adjoining 

the foreshore and seabed and particular sites of significance to Maori (e.g., land 
adjoining and Maori reservation and land adjoining land that includes a wahi tapu or 
wahi tapu areas). 

 
(c) The minimum lease duration before screening is required should be increased to 10 

years for rural land. 
 
(d) The definition of an overseas person as it applies to bodies corporate be amended to: 

 More than 49% of a domestically incorporated and listed body corporate the 
economic returns flow to overseas investors; and/or 

 An overseas investor (and associated investors) have control rights at a level 
of 25% or more. 

 
(e) A domestically incorporated (but not necessarily listed) body corporate should be 

eligible to an exemption from the Act subject to meeting the criteria listed on pages 34-
35 of the consultation document. 

 
(f) With regard to the investor test:  

 A bright-line checklist approach be adopted, focusing on the most significant issues 
as listed on page 56-57 of the consultation document. 

 New Zealanders should not have to satisfy the investor test. 

 A test of corporate character be introduced, subject to it being based on the most 
significant issues and using clearly defined and objective measures. 

 A standing consent for the investor test be made available. 
 
(g) The benefit to New Zealand test should be significantly simplified with a substantial 

harm test included subject to it being based on very clear objective criteria. 
 
(h) As well as ‘economic benefits to New Zealand’, the simplified benefit test as set out in 

paragraph 202 on page 69 should include ‘economic, social and environmental 
benefits to local communities’. 

 
(i) Any ‘call-in’ power should only be on strong grounds of national security based on very 

clear objective criteria 
 
(j) The counterfactual test should compare what an overseas person would do with the 

state of the land, and activities on the land, at the time the application is lodged. 
 
(k) There be no new benefit test for water extraction, but if there is to a new benefit test 

that it be confined only to water bottling or bulk water for export.  
 
(l) If tax is to be referred to in the Overseas Investment Act then it should expressly refer 

to tax compliance as a component of the good character test. 
 
(m) The requirement of advertising of farmland be strengthened rather than abolished. 
 



4 
 

(n) Decision deadlines should be imposed and they should be tailored to each of the Act’s 
consent pathways. 

 
 
3. FEDERATED FARMERS AND OVERSEAS INVESTMENT 
 
3.1 In July 2015 Federated Farmers adopted a policy position on overseas investment. 
 
3.2 The policy position acknowledges that overseas investment in the New Zealand 

economy is both necessary and beneficial as it provides: 

 Much needed capital for investment; 

 Generates jobs; 

 Increases incomes; 

 Improves competition and consumer choice; 

 Improves productivity; 

 Assists in the spread of technology and innovation; and 

 Fosters trade links. 
 
3.3 This is also true in the context of farming but overseas investment in rural land has 

proved to be a highly contentious issue for New Zealanders, including many farmers.  
In this context, the policy position noted that: 

 Purchasers must abide by New Zealand’s rules and regulations and should be held 
to the same requirements as New Zealand owners. 

 Business activity and employment of labour results in taxes paid in New Zealand  

 Spending on the business needs is generally ‘local’ so advances the local 
economies  

 The land cannot move elsewhere on the planet 

 Freedom to sell to the highest bidder is a well-recognised property right. 

 Confidence and certainty of investment is paramount. 
 
3.4 For individual farms, Federated Farmers supports overseas investment in New 

Zealand rural land by individuals and corporations provided the investors and the 
investments meet the criteria set out in the Overseas Investment Act.  However, we 
were (and remain) concerned about the potential for mass-aggregation and vertical 
integration so our policy position stated that such investments needed to be subject to 
a higher threshold of benefits and more rigorous post-approval monitoring and 
enforcement of conditions.  The ‘with and without’ benefit test was (and remains) 
supported for these types of investment. 

 
3.5 While considering the Overseas Investment Act to strike a reasonable balance, our 

policy position stated that the Overseas Investment Office (OIO) needed to meet the 
highest standards of transparency and thoroughly assess applications for purchase of 
rural land and enforce compliance with all conditions written into any agreement.  This 
included: 

 Reporting on its website aggregated statistics on applications returned or 
withdrawn, as well as those approved and declined. 

 Monitor conditions for as long as the property is in overseas ownership. 

 Not relying solely on ‘desk-top exercises’ when assessing applications and 
post-purchase monitoring of conditions.  This includes potentially making visits 
to properties and undertaking interviews, especially for significant purchases. 

 Recording when properties revert to New Zealand ownership and reporting 
these statistics on its website. 

 Educating and informing the public, media and politicians on its transparency 
and on how rigorously it undertakes its roles and responsibilities. 
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3.6 Our policy position also stated that the Government needed to adequately resource the 

OIO so it can undertake additional responsibilities while considering applications in a 
timely manner and this has been actioned through increases in application fees. The 
policy position also considered it important for there to be better statistics on the stocks 
and flows of overseas investment in farmland.  Unfortunately the statistics on the OIO’s 
website are not helpful in that respect. 

 
3.7 Since 2015 the main development relevant to farmland was the November 2017 

Ministerial Direction Letter.  The Letter tightened the rules for overseas investment in 
non-forestry rural land (by, for example, extending the ‘with and without’ test to all rural 
land) but relaxed the rules for forestry rural land to facilitate greater investment in 
forestry to meet the Government’s economic and environmental objectives. 

 
3.8 Although not in scope for this review, Federated Farmers is very concerned about the 

relaxation of the rules for forestry land, especially for land slated for conversion from 
pastoral farming to forestry.  Many farmers are deeply worried about the economic, 
environmental and social impacts of forestry conversions on their rural communities.    

 
3.9 It is common for farmers to have small forestry blocks (exotic and native), and/or aspire 

to plant parts of the farm in forestry. Most farmers also plant trees for aesthetics, animal 
welfare (sun and shelter) and water quality purposes (erosion control and riparian 
management). Farmers are generally very supportive of tree planting initiatives and 
would willingly plant more trees if they could guarantee a reliable and decent income 
off the land that remains, plus know that their regions and local communities will 
continue to survive and thrive. 

 
3.10 However, farmers are concerned about a myriad of forestry-related matters, which 

affects their relationships with forestry companies and their support for further 
afforestation policies, including the more favourable treatment for forestry under the 
Ministerial Direction Letter. These concerns are listed in an Appendix to this 
submission. 

 
3.11 Recommendation: Federated Farmers recommends that its concerns about the 

November 2017 Ministerial Direction Letter, in particular its more relaxed rules 
for forestry, be noted for the record. 

 
3.12 The remainder of this submission addresses the key proposals contained in the 

consultation document. 
 
 

4. WHAT SHOULD WE SCREEN? 
 
4.1 What should we screen looks at to what extent the Government should screen: 

 Investment in land that is considered ‘sensitive’ only because it is next to particular 
types of land which have sensitive characteristics (‘sensitive adjoining land’); and 

 Short-term lease of sensitive land. 
 
Sensitive Adjoining Land 
 

4.2 Federated Farmers agrees that the current definition of sensitive adjoining land is 
broader than necessary.  It should not be necessary for overseas investors to go 
through the consent process to buy commercial land in an industrial area just because 
the land is next to a local recreation reserve and even though there might already be 
public access routes that would not be affected by the proposed purchase. 
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4.3 Of the two options put forward we would prefer Option 1.  That is, only screening land 

adjoining the foreshore and seabed and particular sites of significance to Maori (e.g., 
land adjoining and Maori reservation and land adjoining land that includes a wahi tapu 
or wahi tapu areas).  

 
4.4 Going beyond this to continue screening land adjoining sites of ‘environmental, 

cultural, or historic significance’ and/or where public access is ‘important’ (i.e., Option 
2) adds too much subjectivity and therefore uncertainty and unnecessary cost and 
delay.  At worst, these factors could be used to stymie beneficial investment. 

 
4.5 Recommendation: Federated Farmers recommends that the requirement for 

screening of sensitive adjoining land be confined to land adjoining the foreshore 
and seabed and particular sites of significance to Maori (e.g., land adjoining and 
Maori reservation and land adjoining land that includes a wahi tapu or wahi tapu 
areas). 

 
Leases of sensitive land 
 
4.6 Federated Farmers agrees that requiring overseas investors to get consent if they plan 

to lease sensitive land for a period of at least three years is too short and is likely to 
discourage leasing in favour of buying outright.  The minimum lease period should 
certainly be increased.  We consider 10 years for rural land to be a fair threshold for 
what would no longer be considered short-term in the farming context. We would be 
comfortable with either of the two options put as both have 10 years as the threshold 
for rural land.  We are neutral on the duration of lease for non-rural land. 

 
4.7 Recommendation: Federated Farmers recommends that the minimum lease 

duration before screening is required should be increased to 10 years for rural 
land. 

 
 
5. WHO SHOULD WE SCREEN? 
 

5.1 Defining an ‘overseas person’ is straightforward when that person is a natural person 
but we agree it can become complicated when that ‘person’ is a business or entity with 
multiple owners.  The current threshold of 25% overseas ownership results in many 
New Zealand incorporated and headquartered companies being considered an 
‘overseas person’ for the purposes of the Act.  This requires screening even though 
overseas investors would not gain a meaningful level of control or change in control 
over a sensitive asset. 

 
5.2 We agree this needs to be addressed.  We prefer a variation of Option 3 where 

screening would be imposed on domestically incorporated and listed bodies corporate 
where more than 49% of the economic returns flow to overseas persons and/or where 
an overseas investor (and associated investors) have control rights at a level of 25% 

or more.  The variation reflects our view that not all overseas investors are the same 
or will have the same interests. 

 
5.3 We note this will only apply for domestically incorporated and publicly listed 

corporations and would not apply to the many bodies corporate that are not publicly 
listed.  These would likely be the vast majority of entities applying to purchase rural 
land.  Presumably they would continue to be subject to the current 25% threshold for 
overseas ownership.  
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5.4 We would therefore support Option 4’s approach of enabling domestically incorporated 
bodies corporate to apply for an exemption from the Act subject to meeting a list of 
criteria on pages 34-35 of the consultation document  These include being 
incorporated and headquartered in New Zealand, at least 51% owned by New 
Zealanders, New Zealanders controlling the Board, etc. 

 
5.5 Recommendation: Federated Farmers recommends that the definition of an 

overseas person as it applies to bodies corporate be amended to: 

 More than 49% of a domestically incorporated and listed body corporate the 
economic returns flow to overseas investors; and/or 

 An overseas investor (and associated investors) have control rights at a level 
of 25% or more. 
 

5.6 Recommendation: Federated Farmers recommends that a domestically 
incorporated (but not necessarily listed) body corporate should be eligible to an 
exemption from the Act subject to meeting the criteria listed on pages 34-35 of 
the consultation document. 

 

5.7 With regard to the treatment of portfolio investment, the dispersed ownership of these 
vehicles is likely to make them low risk as they have no or only limited ability to 
influence any material control of the entity they are investing in.  On balance, we would 
prefer Option 2 where there is a class exemption for portfolio investors that are 
beneficially owned and controlled by New Zealanders, including superannuation funds.  

 
5.8 Recommendation: Federated Farmers recommends that in relation to portfolio 

investment there be a class exemption for investors that are beneficially owned 
and controlled by New Zealanders 

 

5.9 We have no comment on technical issues, such as tipping points for requiring consent 
or treatment of incremental investments above a 25% interest.  

 
 
6. HOW CAN WE IMPROVE THE SCREENING PROCESS? 

 
6.1 The issues canvassed in this area include consideration of whether the Government: 

 Is gathering the right information about investors and investments. 

 Can consider the most important features of an investment when making decisions 
on consent. 

 Is safeguarding the right things when making decisions on consent. 
 
Investors’ character and capacity 

 
6.2 Federated Farmers agrees that the investor test imposes compliance costs 

disproportionate to the risk posed by most overseas investors.  The problems with the 
investor test discussed on page 52 of the consultation paper provides a compelling 
case for change. 

 
6.3 Of the options put forward, we would support Option 3’s bright-line checklist approach, 

as outlined on pages 56-57 of the consultation paper.  These will focus requirements 
on the most significant issues (e.g., criminal convictions, adverse findings from 
securities agency, bankruptcy, disqualifications from running a business, and 
confiscation orders) and it should be more objective and provide greater certainty than 
the current test and it should reduce compliance costs. 
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6.4 We also agree with the other proposals that:  

 New Zealanders (e.g., who are directors of an overseas owned company) should 
not have to satisfy the investor test; 

 A test of corporate character be introduced to apply to non-natural persons, with 
the proviso that the test must focus on the most significant issues and be based on 
clearly defined and objective measures. 

 A standing consent for the investor test should be available so investors do not 
have to go through the investor test process every time they apply for consent (but 
on the understanding they would still need to go through the benefit to New Zealand 
test). 

 
6.5 Recommendation: Federated Farmers recommends that with regard to the 

investor test:  

 A bright-line checklist approach be adopted, focusing on the most significant 
issues as listed on page 56-57 of the consultation document. 

 New Zealanders should not have to satisfy the investor test. 

 A test of corporate character be introduced, subject to it being based on the 
most significant issues and using clearly defined and objective measures. 

 A standing consent for the investor test be made available. 

 
Screening the impacts of investments 

 
6.6 Federated Farmers considers the benefit to New Zealand test to be complicated and 

duplicative.  There are 21 economic, environmental and cultural factors listed on pages 
61-62 of the consultation paper.  We also note that there is no ability to consider the 
costs or harms and that there are gaps, such as assessing harm to public order, public 
health and safety and national security. Overall, we agree that the test can result in 
uncertainty, unnecessary costs, and time consuming processes while not capturing 
some matters that possibly should be considered. 

 
6.7 We agree that change is needed and on balance we would support the approach taken 

in Option 2, which would involve significantly simplifying the benefit to New Zealand 
test (as per paragraph 202 on page 69 of the consultation paper) while introducing a 
substantial harm test covering threats to public order, threats to public health and 
safety, and threats to essential security interests. 

 
6.8 There is however one additional criteria we consider very important to add to the 

simplified benefit test. While the test has a criteria for ‘economic benefits to New 
Zealand’, there is nothing in the test that provides the local rural community any 
assurance that there will be benefits for it from the investment.  This is especially the 
case when farmland is converted to forestry which might have national economic 
benefits but too often results in loss of jobs, depopulation in local rural communities, 
and flow-on impacts on local businesses, schools, and other public services, as well 
as damage to roads and environmental impacts (e.g., sediment and forestry ‘slash’).  
If forestry investors can take steps to address these concerns then this might help build 
greater acceptance of this type of investment in affected rural communities.  

 
6.9 Our acceptance of a substantial harm test is on the understanding that the proposed 

factors are not intended in the normal course of events to apply to farmland.  More 
generally, the substantial harm test should be used only rarely and that decisions must 
be based on very clear objective criteria that does not enable decision-makers to abuse 
the test by declining legitimate investments on spurious grounds which are more about 
politics than sound public policy.  An example of abuse is the United States declaring 
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that imported cars and car parts, steel, and aluminium threaten its ‘national security’ 
so justifying protectionist policies. 

 
6.10 Federated Farmers would not support options that would provide Ministers with too 

much discretion, for example applying a ‘national interest’ test (Options 3 and 4) and 
the power to ‘call-in’ investments that would not normally be screened (Option 5). We 
believe these options would likely be a disincentive to investment due to increased 
uncertainty, higher compliance costs, and a likely general perception that New Zealand 
will not be open to or welcome of investment. 

 
6.11 If there is to be a ‘call-in’ power it should only be on strong grounds of national security 

with very clear objective criteria that minimises the potential for abuse and ensures 
that it would only be used extremely rarely. 

 
6.12 Recommendation: Federated Farmers recommends that the benefit to New 

Zealand test should be significantly simplified with a substantial harm test 
included subject to it being based on very clear objective criteria. 

 
6.13 Recommendation: Federated Farmers recommends that as well as ‘economic 

benefits to New Zealand’, the simplified benefit test as set out in paragraph 202 
on page 69 should include ‘economic, social and environmental benefits to local 
communities’. 

 
6.14 Recommendation: Federated Farmers recommends that any ‘call-in’ power 

should only be on strong grounds of national security based on very clear 
objective criteria. 

 
The counterfactual test 
 

6.15 With regard to the counter-factual test to be used when assessing benefits to New 
Zealand, Federated Farmers would support Sub-Option A, where the counterfactual 
test would compare what an overseas person would do with the state of the land, and 
activities on the land, at the time the application is lodged.  This would avoid the 
complexity and unpredictability in referring to a theoretical counterfactual test and 
would thereby reduce compliance costs and provide more certainty. 

 
6.16 Recommendation: Federated Farmers recommends that the counterfactual test 

should compare what an overseas person would do with the state of the land, 
and activities on the land, at the time the application is lodged. 

 
Water extraction and the Act 

 
6.17 The regulation of water extraction is managed through the Resource Management Act 

and the Government is advancing reforms to freshwater management to strengthen 
requirements water quality and water allocation, while charging for exports of bottled 
water is being separately considered by the Government.  These are the best tools for 
managing issues around water extraction, including water bottling.  Adding a further 
test through the Overseas Investment Act could be duplicative and even contradictory 
and would likely add compliance costs and uncertainty. 

 
6.18 We therefore support the status quo with no special test on water extraction.   However, 

of the two options for change, we would prefer Option 1 which would confine any 
benefit test to water bottling or bulk water for export.  We would not support Option 2, 
which would apply to any water extraction as that would capture any irrigated land, so 
casting the net far too widely. 
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6.19 Recommendation: Federated Farmers recommends that there be no new benefit 

test for water extraction, but if there is to a new benefit test that it be confined 
only to water bottling or bulk water for export.  

 
Tax 

 
6.20 Federated Farmers acknowledges that tax arrangements are already considered 

under the good character test.  However, if tax is to be explicitly referred to in the Act, 
we would prefer Option 1, which would expressly include tax compliance history as 
part of the investor test.   

 
6.21 The other options (certification on tax avoidance and compliance with tax law, and 

requiring overseas persons to obtain binding rulings from Inland Revenue that their tax 
arrangements would comply with New Zealand law) would significantly increase 
compliance costs and perceptions about New Zealand’s openness to investment, 
without necessarily adding additional value to the decision-making process. 

 
6.22 Recommendation: Federated Farmers recommends that if tax is to be referred 

to in the Overseas Investment Act then it should expressly refer to tax 
compliance as a component of the good character test. 

 
Maori Values and Special Land provisions 

 
6.23 Federated Farmers has no comment to make on the consultation paper’s discussion 

on Maori cultural values or Special Land provisions. 
 
Farmland advertising 
 
6.24 Federated Farmers acknowledges there are problems with the requirement for 

farmland to be advertised on the open market before consent can be given to an 
overseas person to purchase it.  We have heard of cases where advertising is 
undertaken after a conditional sale and purchase agreement has been entered into 
with an overseas person and that no New Zealand offers, even very competitive ones, 
were considered, making the requirement a farce in the eyes of many of our members.  
The forms of advertising method are also outdated and inflexible. 

 
6.25 This is argued as a reason to scrap the requirement for advertising (Option 2) but we 

prefer Option 1, which would strengthen it by requiring advertising before a sale and 
purchase agreement to be entered into and by modernising the advertising 
requirements.  Requiring advertising of farmland is consistent with ensuring that New 
Zealanders have the opportunity to acquire, enjoy and use farmland and that overseas 
investment in farmland is a privilege. 

 
6.26 Recommendation: Federated Farmers recommends that the requirement of 

advertising of farmland be strengthened rather than abolished. 

 
Timeframes for decisions 
 
6.27 Federated Farmers agrees that at an average of 100 days it takes far too long for 

decisions to be made.  Recent increases in resources for the OIO should help and so 
should changes proposed in this review that will simplify and streamline application 
processes and tests.   
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6.28 We would also support the imposition of a deadline for decisions.  We would prefer 
Option 2, which would impose a decision deadlines tailored to each of the Act’s 
consent pathways, with the option for extensions.  This should ensure relatively 
straightforward pathways are decided upon much more quickly.  Having clarity on how 
long it should take for a decision to be made for each type of pathway should also 
provide more certainty to investors. 

 
6.29 Recommendation: Federated Farmers recommends that decision deadlines 

should be imposed and they should be tailored to each of the Act’s consent 
pathways. 

 
 
7. ABOUT FEDERATED FARMERS 

 
7.1 Federated Farmers is a member-based organisation that represents farmers and other 

rural businesses. Federated Farmers has a long and proud history of representing the 
needs and interests of New Zealand’s farmers. 

 
7.2 The Federation aims to add value to its members’ business. Our key strategic 

outcomes include the need for New Zealand to provide an economic and social 
environment within which: 

 

 Our members may operate their business in a fair and flexible commercial 
environment; 

 Our members’ families and their staff have access to services essential to the 
needs of the rural community; and 

 Our members adopt responsible management and environmental practices. 
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APPENDIX: FARMER CONCERNS ABOUT FORESTRY 

 
Farmers have a number of concerns about largescale forestry, in particular conversion of 
productive pastoral land to forestry.  These are briefly listed below. 
 

 Impact of plantation forestry during adverse events. A large amount of ‘slash’ is present 
and is being created on flood-prone hillsides around the country, endangering 
downstream life and property (as seen in Gisborne and Motueka).  Fire (as in Nelson) 
and snow (in South Canterbury) have also posed risks to neighbouring farms. 

 
 Lack of response, acceptance of responsibility and compensation from forestry 

companies for damage caused by slash events.  
 
 Difficulties getting forestry companies to harvest small forestry blocks on farms, and 

unhappiness with conditions when such blocks are harvested. 
 
 Road safety concerns with congestion/degradation from logging trucks during harvest 

and other busy periods.  Currently, these costs are socialised through rates, road user 
charges/fuel taxes, and in some cases funding from the Provincial Growth Fund. In 
practical terms degraded roads are damaging farmers’ vehicles and increasing the risk 
of accidents; they are a factor in service refusal by posties and other farm service 
providers and they are making it more difficult to attract farm staff. Rural roads 
congested by logging trucks have even forced some farmers to buy radio telephones 
to communicate with forestry companies so they can time their trips (including getting 
kids to and from school) to avoid the trucks. 

 
 Negative economic and social implications of mass conversion of productive farmland 

to forestry under One Billion Trees (OBT).  Many regions are seeing good sheep and 
beef stations being purchased for full conversion to plantation forestry.  This reduces 
rural populations and spending in local economies, and results in closure of schools 
and other rural services.   

 
 Lack of regional economic and social impact analysis by MPI of OBT e.g. impact of 

forestry on local infrastructure, employment opportunities overstated if no local 
processing plants and travelling gangs used. Clean up costs of slash (both public and 
private) not included. Opportunity cost of pastoral land conversion to forestry not 
evaluated etc. Regional councils concerned about the impacts but don't have budget 
to fund necessary research.  

 
 Overseas Investment Office fast track for forestry investment raising concerns (seems 

to be supported by farm sales data in some areas) that the Government is funnelling 
sheep and beef stations into foreign ownership. 

 
 Impact of harvesting, trimming and re-planting on fresh water quality and the 

contribution this makes to sediment loads. This raises equity issues with a permissive 
National Environment Standard for Forestry yet more prescriptive land use rules for 
pastoral farming activities. 

 
 The impact of forestry on water allocation is not well understood or captured in regional 

plans. In contrast, water takes on farms is often strictly regulated.  
 
 Afforestation policy for water quality and climate change purposes is developing in 

silos at both central and local government level, which is a problem because they are 
intricately linked. A few obvious examples include:  wetland regulation and methane 
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emissions, agricultural discharge restrictions and nitrous oxide emissions, climate 
adaption and water take restrictions.  

 
 There are also a raft of issues around climate change policy (e.g., the Zero Carbon 

Act) and the Emissions Trading Scheme’s settings such as:  
 The inability of farmers to gain ETS credits for pre-1990 forestry/bush which is 

sequestering carbon; 
 Farmers have protected or planted trees to help offset their methane emissions, 

which will now be required to be gross reductions under the Zero Carbon Act (if 
passed as introduced), disregarding the recommendations in the recent 
Parliamentary Commissioner for the Environment report, including: limiting 
biological offsets to biological emissions and taking a landscape approach; 

 The ETS’s 1 hectare, 30% canopy cover and 5 metre minimum favours 
afforestation over selective tree planting on farms. These requirements are the high 
range for international standards but there is no reason farmers cannot be 
rewarded domestically; and 

 Perception within rural communities  that all government climate change policy 
settings are pushing productive sheep and beef stations toward afforestation, 
without providing long term absolute reductions in carbon dioxide. 
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