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Natural Resources Wales (NRW) is a Welsh Government Sponsored Body. It was formed in April 2013 as a result of a merger of the Forestry Commission in Wales (FCW), the Environment Agency Wales (EAW) and the Countryside Council for Wales (CCW). Its wide range of functions seeks to ensure that the natural resources of Wales are used sustainably and that the environment is protected and enhanced for future generations.

NRW is a regulator of business, enforcing environmental protection legislation, but NRW also acts as a land management agent for the Welsh Government. NRW is responsible for the Welsh Government’s Woodland Estate (WGWE) – an area roughly 6% of the land area of Wales (NRW, 2017) and 40% of commercial forest land in Wales.

[bookmark: _Toc5824069]Purpose of this Report

NRW is holding a series of “brainstorming” workshops at various offices around Wales, with the aim of generating ideas which it will later use to plan in detail how to deliver a more sustainable organisation over the next 25 years. Every employee should be involved in contributing to a more sustainable, more prosperous future for the business. The purpose of this report is to bring everyone up to a level of understanding about the business case for sustainability

This report will offer a critique of NRW’s current sustainability strategy, explore the rationale for developing a strategic sustainability action plan, and look at some tools we can use to help ensure our business  is fit for purpose for an uncertain future. Examples will be provided to demonstrate how the tools can be used to assess our current situation.


[bookmark: _Toc5824070]1.0 A critique of NRW’s current Sustainability Strategy

This section will evaluate the documentation that comprises NRW’s sustainability strategy.

[bookmark: _Toc5824071]1.1 Does NRW have a Strategy for Sustainability?

NRW’s sustainability strategy is a suite of documents, as opposed to a single, high-level plan. This framework is outlined in Appendix 1. Derived from a growing legislative portfolio, NRW’s strategy is based on a framework of legal duties, invested powers, and proactive measures. It is important that NRW maintains a register of these “legal and other requirements” as part of its Environmental Management System, to ensure all areas of responsibility are addressed. It is vital to foster connectivity between NRW’s documents, from high-level strategies and plans in the medium-long term, to annual business area plans, and to individuals’ work through personal objectives and targets.

[bookmark: _Toc5824072]1.2 Who is involved in the Strategy?

NRW’s Sustainability Strategy is led from the top of the organisation, having Chief Executive’s and Chairperson’s approval but every area of the business must demonstrate how it contributes, via the Business Plan.

Mandatory training has been rolled out between 2018 and 2019 to all staff, on Sustainable Management of Natural Resources (SMNR), to ensure all officers have a baseline knowledge of sustainability and how their own role relates to SMNR. NRW’s performance management system in principle provides that each member of staff should have SMART objectives that are linked via a “golden thread” to the Business Plan objectives, which are aligned to the Corporate Plan and based on sustainability/SMNR. However, performance management is inconsistently applied and individuals are uncertain how they contribute.

[bookmark: _Toc5824073]1.3 What does the Strategy aim to do?

In its entirety, NRW’s sustainability strategy framework seeks to ensure that NRW delivers SMNR in all its activities, in all its work areas, across Wales and in the long-term. NRW’s Business Plan 2018/19 is a high-level document that provides an overview of the organisation’s specific objectives against a wide corporate remit for the sustainable management of natural resources, covering social, environmental and economic outcomes. NRW is a public body; its income is public money. Therefore it is not run as a commercial enterprise so the Business Plan is not set out as a purely commercial strategy.

[bookmark: _Toc5824074]1.4 How does the Strategy address the Four Root Causes of Unsustainability?

According to Sustainability Illustrated (2013), there are four root causes of unsustainability, which are supported by a collaboration of scientists:

· 1. We extract large flows of materials from the earth's crust;
· 2. Accumulation of substances created by society;
· 3. Physically inhibit nature’s ability to run cycles;
· 4. Barriers to people meeting their basic human needs worldwide.

In order to solve the global sustainability problems, these root causes must be eliminated and so four principles were developed to outline the conditions that would indicate achievement of sustainability:

1.4.1 Principle 1: In a sustainable society, nature is not subject to systematically increasing concentrations of substances extracted from the earth’s crust.

Does our strategy address this principle?
Yes. A combination of plans within our sustainability framework signify that our strategies contain measures to reduce our own demand for earth’s natural resources.

[bookmark: _Toc478493773]1.4.2 Principle 2: In a sustainable society, nature is not subject to systematically increasing concentrations of substances (e.g. chemicals and compounds) produced by society.

Does our strategy address this principle?
Yes. Statements from a range of documents within the sustainability framework indicate the NRW is working towards reducing the accumulation of substances resulting from its operations.

[bookmark: _Toc478493770]1.4.3 Principle 3: In a sustainable society, nature is not subject to systemically increasing degradation by physical means.

Does our strategy address this principle?
Yes in theory. Some of NRW’s plans indicate commitment, but more work needs to be done to fully encapsulate the meaning of this principle so that it does not equate to stopping development from taking place.

1.4.4 Principle 4: In a sustainable society, people are not subject to conditions that systematically undermine their capacity to meet their needs.

Does our strategy address this principle?
There needs to be a lot more work in this area. Reduced procurement of goods and services has been the result of budget cuts and blockages, rather than genuine sustainability drivers and has reduced NRW’s ability to deliver its sustainable land management activities and commercial business.

A constantly developing human resources policy environment shows growing strength of commitment to “do the right things” by staff, however perpetual change processes have reduced wellbeing. Staff surveys have yielded dire results. This is a priority improvement area.

See Appendix 3 for a more detailed example of  potential actions on Principles 1 and 2.


[bookmark: _Toc5824075]2.0 The rationale for developing a Strategic Sustainability Plan

It has been established that NRW already has a robust strategic sustainability plan covering all its legal and other requirements which define its purpose. One of the areas of weakness that has been identified is that NRW does not operate as a business in the traditional sense. A dependence on Grant in Aid means NRW is at the mercy of politics, and politics is undergoing some considerable turmoil presently. A sustainable business is one that demonstrates resilience in the face of an uncertain future. Therefore NRW could benefit from considering some of the more traditional business management practices, which may help drive efficiencies and support best value for public money.

[bookmark: _Toc5824076]2.1 Why should NRW focus on its business case for sustainability?

Sustainability is NRW’s business.

The Environment (Wales) Act 2016 and the Well-being of Future Generations (Wales) Act 2015 together define NRW’s purpose – to pursue the 7 wellbeing objectives via the sustainable management of natural resources (SMNR). Compliance with the Well-being of Future Generations Act means that “we must do our work in a sustainable way, and think about the impact our work can have for people living in Wales, now and in the future”. (https://naturalresources.wales/about-us/what-we-do/how-we-work/the-well-being-of-future-generations/?lang=en)

NRW cannot achieve SMNR in isolation. In order to drive the circular economy (https://systemsinnovation.io/), NRW could work with customers to help join up industries to share resources. This would need Welsh Government leadership and consensus, to avoid perverse incentives and state aid implications.

[bookmark: _Toc5824077]2.2 What are the external environment challenges and opportunities NRW faces?

NRW is subject to a vast number of macro (external) environment forces that are mostly outside its direct influence, from European legislation, UK and Welsh Government legislation, to international market forces and domestic policies, which shape the operating environment. There are also social, cultural and ethical expectations placed upon NRW as a public-sector leader. These demands affect NRW’s ability to operate a commercial timber business. The main tool for considering the range of externalities is PESTLE. This acronym has been developed to capture the range of macro environmental factors which can affect any organisation or business. It refers to the:

Political
Economic
Sociological
Technological
Legal and
Environmental 

aspects of the operating sphere (Kralj, undated). In Appendix 4, an example PESTLE narrative is given for NRW’s timber business.

A simple SWOT Analysis (also see Appendix 5) for NRW’s timber business identifies the following opportunities and threats:

2.2.1 Opportunities

· Timber value high, demand increasing;
· Surplus income to reinvest developing future potential;
· Woodland creation to meet Welsh Government targets;
· Government major infrastructure projects increasing demand for timber;
· Commercial development of renewable energy projects yielding compensatory payments and enabling increased tree planting;
· Political change could provide new opportunities;
· Leaving the European Union could increase price for home-grown timber, positive effects of tariffs or adverse trading conditions on imports. A growing “buy British” movement could add value to Welsh timber brand;

2.2.2 Threats

· Staff losses, loss of experience/expertise, skills gaps;
· Budget cuts, reorganisation, team fragmentation;
· Tree pests and diseases e.g. Phytophthora ramorum;
· Climate Change;
· Medium-long term production drop off;
· Global markets, continued impacts of political austerity;
· Changes to UK, Welsh Government law and/or policy;
· Withdrawal from the EU may present some risks;
· Imported timber;
· Sawmills closing, monopolies;
· Loss of contractors, hauliers;
· ICT, cyber crime, phishing;
· Lost connectivity with former joint bodies, e.g. Forestry Commission;

[bookmark: _Toc5824078]2.3 What are NRW’s strengths and weaknesses and how is NRW positioned to meet the sustainability challenge?

A SWOT Analysis for NRW’s timber business identifies the following:

2.3.1 Strengths

· Physical assets. Substantial, long-established forest resource;
· Vast growing stock, dominated by Sitka spruce, sawmills’ preferred species;
· Built infrastructure (capital), offices, buildings and forest road network;
· Wealth of forestry expertise, experienced foresters and ambitious graduates with a strong sustainability consciousness;
· Assets in close proximity to robust markets;
· NRW is a Welsh Government Sponsored Body, receives grant in aid to compensate for diseased tree clearance and support some road construction;
· Strong reputation for safe, environmentally “clean” harvesting standards;
· Other benefits of public service e.g. job security, pension, work-life benefits;
· Access to expertise in former Environment Agency Wales, Countryside Council for Wales colleagues. Now a joined-up organisation working towards SMNR;
· ISO 14001:2015 accredited, UK Woodland Assurance Standard (UKWAS) accredited, timber is FSC and PEFC certified. https://naturalresources.wales/about-us/corporate-information/managing-our-environmental-impact/?lang=en (08.04.2019)
· Technology developments e.g. in ICT improving efficiency and reducing costs.

2.3.2 Weaknesses

Whole-organisation:
· Bureaucracy; Public sector red tape constrains business commerciality;
· Gaps in leadership / management support for staff;
· Gaps in governance on some areas; Can lead to indecision, or questionable decisions;
· Limited integration – to be resolved by re-organisation?
· Staff shortage, morale low; Staff Surveys critical of change management;
· Budget cuts; UK austerity hit Welsh and NRW budgets hard;
· Perpetual change damaging progress;
· Reorganisation reducing career pathways;
· Dispersed geography of work contradicts travel policy/hierarchy - public transport impractical/impossible. Fleet dependent on petrol/diesel.

Forestry/timber:
· Lack of positive engagement with WG;
· No Board forestry representation; Lack of advocacy/understanding of forest operations and commercial potential at a high level;
· Multiple pervasive cultural issues impacting business;
· Breakdown in governance led to accounts being qualified and reputational damage;
· Bulk implementation of new process/procedures reducing performance;
· Lack of performance measurement and internal/external reporting;
· Unclear roles and responsibilities;
· Reorganisation is reducing staff numbers / morale in some teams;
· Poor customer services levels;
· Loss of quality training & development scheme; No pathway for forestry skills development;
· Forestry salaries below market value, losing staff;
· Land bank. Procurement / resources shortages limiting forest road construction and restocking of land with new trees for future business;
· Procurement obstructing harvesting operations.

[bookmark: _Toc5824079]2.4 How can NRW create value through action on sustainability?

As has been demonstrated, NRW has a clear vision, purpose and robust sustainability strategic framework. Its current Sustainability Strategy requires thorough interpretation and detailed Action Planning at every level throughout the business. Each function or team will be required to produce an ambitious long-term plan to meet the 4 Principles outlined in Section 1 and deliver Sustainable Management of Natural Resources. These Sustainability Strategy Action Plans should be working documents, continuously under amendment to ensure relevance.

2.4.1 Leading inward
Currently, NRW operates broadly in line with similar-sized businesses managing the environmental impacts of their own organisation. NRW must think differently and create exemplar infrastructure and practices that demonstrate that a different – more sustainable – business model is possible, practicable and affordable.

NRW should:
· Be bold and be prepared to take unconventional steps to effect change.
· Look at every aspect of what we do and how we do it, talking to our staff to identify ways of working more efficiently and effectively.
· Conduct cost-benefit analysis of any proposed change, and monitor actual change, to demonstrate clear benefit.
· Engage and consult with our employees to build their sustainability competencies, earn their commitment to co-operation and ensure the effects on them are not deleterious.
· Make best use of technological developments to improve efficiency, improve staff experience and reduce consumption of resources.
· Measure and manage performance to ensure we build momentum towards our targets.

2.4.2 Leading outward
NRW occupies a unique and privileged position as the only public body in the UK principally tasked with delivering Sustainable Management of Natural Resources on behalf of its sponsor government. The duties and powers that NRW holds, enables it to take decisive action to advance sustainability and act as an exemplar. However, it is important that it does not act in isolation or ignore others’ good work. NRW has a responsibility to share good practice and develop best practise with similar bodies, to contribute to the advancement of others and the “bigger picture” of sustainability across invisible borders.

NRW should:
· Lead by example, measuring and monitoring our own performance and communicating this to our stakeholders in an accessible way.
· Work with our partners, suppliers, and customers to raise awareness of our sustainability obectives, and seek collaboration.
· Set up joint working groups with the industry sectors we regulate, to enable collaboration on priority areas of sustainability.
· Develop detailed assessments of our impacts on our human and non-human stakeholders and regularly adapt our Sustainability Strategy Action Plans to continuously reduce our negative effects on our ecosystem.
· Review progress and provide regular reports to Welsh Government


[bookmark: _Toc5824080]2.5 Who are NRW’s stakeholders? Why and how should they be considered?

As an influential public-sector body utilising public funds, it is important to map the range of stakeholders who might be affected by NRW’s Sustainability Strategy and business model, using a “cradle to grave” or “life cycle” approach to each activity.

To realise robust sustainability management, NRW should reflect the embeddedness and interdependence of its business with the natural ecosystem (Starik & Kanashiro, 2013). A full, organisation-wide activity map is required, with a corresponding analysis of all the stakeholders that interact with these activities and how they interact. This analysis should include all the human and non-human stakeholders. Please see Appendix 7 for an example Process/Stakeholder Map for Forestry/Timber Sales. Appendix 8 is an extrapolated list of human and non-human stakeholders.

Where proposals have the potential for positive or negative effects, NRW should conduct consultation. For major projects, NRW should consider working in partnership with other stakeholders/organisations to:

· pool human and capital resources.
· enable joint progress
· demonstrate leadership
· listen to others’ views and ideas
· learn and adapt its approach
· mitigate potential negative consequences
· enhance NRW’s reputation
· further its successes towards SMNR.


[bookmark: _Toc5824081]3.0 Summary

NRW’s general purpose and entire business plan has sustainability as its primary objective. However, at present its trajectory appears to demonstrate slow progress within entrenched societal institutions and structures. The organisation is well-positioned to make a substantial, meaningful contribution to sustainable development in Wales if it is prepared to challenge norms and innovate using cutting-edge technology. Detailed action planning is required to cascade high-level, aspirational outcomes to every level of the business and to every officer. Further training and competence development is required to equip staff to work together and with others to add value and be efficient with public resources. To restore staff wellbeing, a period of organisational structural stability is required, to enable officers to re-establish, while at the same time leadership will cascade sustainability messages, embed cultural improvements into personal objectives and involve staff in progressive workstreams to positively change NRW’s sustainability approach.


- - - - -

Word count: 2,717 not including title and contents pages.




[bookmark: _Toc5822607][bookmark: _Toc5824082]Appendix 1 - NRW’s Sustainability Strategy Framework

The table below demonstrates the strategy, with particular reference to the forestry/timber sales part of the business. Further mapping is required to illustrate the full breadth of strategy applicable to other business areas.

	NRW’s Sustainability Strategy Framework

	Document Title
	Document Type (e.g. Policy, Strategy, Plan)
	Term
	Strategy Implication

	Well Being of Future Generations Act (Wales) 2015
	UK Act / Wales legislation
	Perpetuity (until superceded)
	Imposed duties upon Welsh public bodies to set objectives to achieve the wellbeing goals in accordance with the sustainable development principle. 7 well being objectives.

	Environment (Wales) Act 2016
	UK Act / Wales legislation
	Perpetuity (until superceded)
	Modified and clarified NRW’s general purpose, to “pursue sustainable management of natural resources in relation to Wales”.

	Natural Resources Policy (WG NRP)
	Welsh Government policy
	Periodic (TBC)
	Sets high-level policy direction and area priorities, which NRW must align its own work programmes to.

	Corporate Plan 2019-2022
	NRW Strategy
	3 years
	Top level business strategy for the whole organisation.

	NRW Enterprise Plan 2017-2022
	NRW Strategy
	5 years
	Describes how NRW will conduct its commercial / revenue-generating activities to raise income in a sustainable way.

	Area Statement
	NRW Plan
	Continuous
	By (new) local area team, how NRW will deliver SMNR for the unique environment in that area. Under the Environment (Wales) Act 2016. Feeds into WG NRP.

	Forest Resource Plan

	NRW Plan
	5 years
	By forest resource area, how the woodland estate will be managed, harvested, restocked, in order to meet UKWAS standard and our forestry objectives.

	Natural Resource Plan
	NRW Plan
	TBC
	For smaller, discrete areas, specific SMNR plan to ensure an intergrated approach to managing resources in that environment.

	NRW Timber Marketing Strategy 2017-2022
	NRW Strategy
	5 years
	Medium term plan to deliver multiple benefits from the WG Woodland Estate, e.g. timber, recreation, carbon, wellbeing.

	Business Plan 2018-2019 (Managing today’s natural resources for tomorrow’s generations)
	NRW Plan
	1 year
	Interprets the Corporate Plan, enables new ways of working, implementing WG Natural Resources Policy, embedding 2015 Wellbeing Act objectives, involving stakeholders, collaboration.

	NRW Finance Report
	NRW Report
	1 year
	The profit and loss details for our business.

	NRW Annual Report and Accounts
	NRW Report
	1 year
	A comprehensive report on our achievements against Business Plan targets including environmental, social, wellbeing outcomes.

	State of Natural Resources Report (SoNaRR) 2016
	NRW Report
	4-5 years
	Provides the first baseline report for current progress on SMNR, linked to wellbeing.

	Well-being Objectives (WBOs) 2017
	NRW Strategy
	Continuous
	Established the initial wellbeing drivers for all NRW’s work.

	NRW Environmental Management (System) / Environment Policy
	NRW Policy / Strategy / Plan
	Continuous
	NRW’s EMS is a business tool for managing sustainability impact of the organisation’s own operation.

	NRW Timber Sales Plan 2018-19
	NRW Plan
	1 year
	Specific annual sales targets to meet Marketing Strategy goals.

	NRW Values and Behaviours 2019
	NRW Policy
	Continuous
	New V&Bs introduced to promote staff cooperation, engagement, professionalism.

	Performance Development Plans (PDPs)
	NRW Plan
	Annual
	Every member of staff should know how their work contributes to SMNR and Values and Behaviours.



Further work is required to expand the Framework to capture the full suite of strategy documents and workstreams to ensure all staff are aware of how their work contributes to the wellbeing goals and SMNR.





[bookmark: _Toc5822608][bookmark: _Toc5824083]Appendix 2 – Examples of how NRW might articulate the 4 sustainability principles


· Principle 1: In a sustainable society, nature is not subject to systematically increasing concentrations of substances extracted from the earth’s crust.
· Principle 2: In a sustainable society, nature is not subject to systematically increasing concentrations of substances (e.g. chemicals and compounds) produced by society.
· Principle 3: In a sustainable society, nature is not subject to systemically increasing degradation by physical means.
· Principle 4: In a sustainable society, people are not subject to conditions that systematically undermine their capacity to meet their needs.

NRW could test how the four principles of sustainability relate to the 7 wellbeing goals.

	Table 1 – Inter-relationships between sustainability principles and wellbeing goals

	Wellbeing Goal
	Principle 1
	Principle 2
	Principle 3
	Principle 4

	A prosperous Wales
	
	
	
	

	A resilient Wales
	
	
	
	

	A healthier Wales
	
	
	
	

	A more equal Wales
	
	
	
	

	A Wales of cohesive communities
	
	
	
	

	A Wales of vibrant culture and thriving language
	
	
	
	

	A globally responsible Wales
	
	
	
	



Principle 1: In a sustainable society, nature is not subject to systematically increasing concentrations of substances extracted from the earth’s crust.

We will take progressive steps to reduce our consumption of natural resources, minimising procurement of new physical items, reducing fossil-fuel based business travel, minimising non-renewable energy use, and will facilitate re-use and recycling of waste at every opportunity. We will work with our supply chain, partners and customers to promote our policies and objectives, seeking to influence those with whom we do business and collaboration, to share our values and aspirations, and to help us all become more sustainable. We will agree new standards and mutual expectations on the consumption of natural resources and explore acceptable ways of reducing use whilst maintaining or improving service levels.

Principle 2: In a sustainable society, nature is not subject to systematically increasing concentrations of substances (e.g. chemicals and compounds) produced by society.

We will reduce our usage of chemicals and artificial substances across our organisation. We will procure goods manufactured using recycled, renewable and/or recycleable materials and with life cycle analysis in an effort to understand our embedded carbon burden and as a starting point to actively reducing it. We will aim to reduce our waste to zero. We will work with businesses through our regulatory and permitting systems, to encourage industry to actively seek ways to reduce the use of chemicals and other harmful substances. We will explore avenues to promote or incentivise positive investment whilst satisfying state aid rules.

Principle 3: In a sustainable society, nature is not subject to systemically increasing degradation by physical means.

We will embrace our responsibility for the stewardship of the Welsh Government estate by being an exemplar of sustainable natural resources and land management and, in our capacity as a regulator and working with our partners, strive to ensure that others take their own responsibilities seriously also. We will work to ensure that natural systems for water cycling, nutrient cycling and the carbon cycle are functioning effectively, taking steps to minimise human interference where practical and where tangible benefits are proven.

We will take action to protect environments, landscapes and ecosystems from physical degradation, for example through working with the Welsh Government on development and planning policy, our business customers through the permitting/licencing system, with our local authority partners in development planning and control, etc. We will take pro-active as well as reactive steps to protect habitats and species and will seek funding for habitate restoration and re-wilding programmes to undo previous degradation.

Principle 4: In a sustainable society, people are not subject to conditions that systematically undermine their capacity to meet their needs.

We will take responsibility for the goods and services we procure, taking steps to ensure that everything we buy is from an ethical source, locally sourcing goods and services where possible (to reduce carbon and to support local economies and employment) and within Procurement legislation. We will talk to our suppliers and ask for evidence of their own ethical policies, making it clear that we aspire to trade fairly and sustainably.

We will trust and enable our employees to work flexibly and responsibly to achieve a good quality of life, meeting their and their families’ basic needs but also achieving personal and professional fulfilment. We will act upon all reports of behaviours which fail to meet our expectations as set out in Values and Behaviours.


Please see Appendix 3 for an example of a more detailed assessment we could undertake to explore more options for sustainable working against Principles 1 and 2.




[bookmark: _Toc5822609][bookmark: _Toc5824084]Appendix 3 - Example of brainstorming of potential actions to meet NRW strategy and sustainability principles 1 and 2

	Action:
	Existing Sustainability Strategy:

	
	Yes
	No

	Aim to reduce our electricity consumption
	
	

	Seek ways to generate our own electricity
	
	

	Source our grid electricity from green/clean suppliers/tariffs
	
	

	Reduce our consumption of natural gas
	
	

	Explore new options for biomass
	
	

	Reduce our business travel, setting clear targets
	
	

	Phase out petrol and diesel cars from our fleet, replacing with hybrid and electric
	
	

	Install vehicle charging at all our main offices/depots
	
	

	Provide a new car share system to enable colleagues to find travel buddies easily
	
	

	Improve our teleconferencing services and mobile phone network coverage
	
	

	Promote home working as an alternative to commuting
	
	

	Provide solar chargers for staff working on site
	
	

	Monitor the use of electricity and fuels and report to staff regularly to raise awareness
	
	

	Reduce the use of chemicals across our business, from fuels, oils, cleaning chemicals etc
	
	

	Keep a central register of all chemicals and systemically reduce procurement
	
	

	Review our asset register and make available to all staff seeking to purchase new items
	
	

	Identify ways to purchase second-hand, refurbished or recycled products
	
	

	Seek to use our own timber in construction projects
	
	

	Aim to undertake more of our business in a paperless way, reducing printing
	
	

	Use recycled paper and recycle our waste paper
	
	

	We recycle or compost all of our waste (zero waste)
	
	


 
This basic assessment of our current internal sustainability activities shows that whilst we are already doing many things to reduce our consumption of natural resources, there is more we can do to reduce the accumulation of substances derived from the earth. We need to expand this exercise to clearly demonstrate the pathways by which we contribute directly and indirectly to wellbeing goals and where we need to focus our efforts.


[bookmark: _Toc5822610][bookmark: _Toc5824085]Appendix 4 - Example of a PESTLE assessment for NRW’s timber business

	PESTLE Criterion:
	Description of Aspects of the Organisation:

	Political
	High influence.
UK and Welsh Government legislation and policy affect NRW’s business.
NRW is a Welsh Government Sponsored Body and acts as the forest management agent for the Welsh Government, the landowner of the forest estate.
NRW is subject to all the WG’s sustainable development legislation, policies, principles and agendas. NRW is subject to the Environment (Wales) Act 2016, the Wellbeing of Future Generations Act 2015 and has a legal imperitive towards sustainable management of natural resources (SMNR).
NRW enact WG’s demands for onshore wind energy and other renewable energy on the woodland estate.
The WG historically supported a large Long Term Contract (LTC) with Western Bio-energy, a major biomass energy plant in Margam, and other grant aided developments.
NRW also self-regulates on matters of ecology, environmental protection and diseased tree clearance.


	Economic
	High influence.
The global, regional and local market conditions affect NRW’s timber business.
The value of the Pound in relation to the Euro has a particular influence on domestic timber prices and NRW’s customers+.
Britain’s withdrawal from the EU may improve the demand of home-grown timber and reduce the competitiveness of imports.
Potential sectoral growth at present demonstrated by high demand.
Home building industry is active. Major infrastructure projects (e.g. HS2) (also Political) will affect demand for timber for shuttering and construction material.
Tax breaks on forestry land investment could change in future, affecting investors/speculators.
Subsidies such as Renewable Heat Incentive (RHI) affect smaller-scale investors in biomass, this has been a growing industry/market.
NRW provides interest-free credit, which may influence customers’ choice of NRW as a supplier by improving affordability.
Austerity – both political and economic – has impacted NRW’s budget significantly in the last few years. The organisation has had to restructure and reduce staff numbers and work programmes.


	Social / Cultural
	High influence.
Over the past couple of decades, the British public have embraced the “green” agenda and have exerted a greater demand for ecologically-sensitive land management.
People also want to enjoy leisure time in the forest estate, which creates health and safety challenges for the operator of a working forest.
Society has also become very socially intolerant of industry and perceived inconveniences of harvesting near homes. Trees are increasingly valued intrinsically and their timber value unappreciated. NRW experiences an increased level of public scrutiny and complaint about its activities.
The wider austerity policies of the national Government have led to the general public demanding better value for public money.
The knock-on effects of Budget constraints, reorganisation and Job Evaluation on NRW’s workforce has been overwhelmingly negative.
The public have a greater expectation of Health and Safety, which has undergone a positive cultural change in the forestry sector as a result.

Ethical
Medium-High influence.
NRW, as a public sector body, has to observe a greater number of ethical considerations than perhaps some private organisations. The public sector / civil service strive to – and to an extent are expected to – lead by example and set the standard for doing good business, protecting the environment and providing social outcomes.
FSC certification, attained through strict conformance to UKWAS standards, provides assurances that NRW produces timber and trades in an environmentally sustainable and socially responsible way.
NRW has policies and procedures governing public communication and consultation, to ensure that the views of all appropriate stakeholders are taken into account through all decision-making, to ensure no-one is adversely affected by NRW’s activities.
NRW is required to restock all land that is clearfelled with new trees to ensure continuity of commercial forestry for future generations. At present, NRW holds a “land bank” of unstocked land.
There is an ethical requirement to consider the needs of future generations to benefit from timber income from the Welsh Government’s commercial forest.


	Technological
	Medium-High influence.
Demand for renewable energy is having an increasing impact on NRW, with windfarms, hydro and solar developments on NRW land.
As with many primary industries, the tehnological advancement of harvesting equipment can be pivotal to industry productive efficiency. In forestry, developments in timber harvesting machines has dramatically increased productivity and safety. This has inevitably been coupled with increased costs of new machines and difficulty of entry for new contractors/suppliers.
Developments in ICT have also contributed to efficiencies, from email and the Internet, to improvements to sales and contract administration software and security systems. NRW operates an electronic sales system, which replaced the old sealed-envelope bidding methodology which was slow and unsecure.
NRW also now operates an automated timber security PIN system (“mobile despatch”) where once hauliers had to meet a dedicated despatcher and collect authorisation tickets to collect a load of timber. Many timber customers now also self-bill, which means the invoicing for timber is done electronically via a reciprocal software system between NRW and the customer. All this new technology has made further improvements to efficiency although financial gains for NRW are more long-term.
ICT improvements have facilitated agile working and home working, meetings to be undertaken by Skype/teleconference, drastically reducing the need for business travel.


	Legal
	High influence.
Linked to Political and Environmental above, NRW is affected by a complex range of European and domestic (UK and Welsh) legislation, which affect all its activities.
Further to the key environmental Directives noted above, the EU also affect NRW timber sales through Procurement legislation and directives pertaining to sales contracts, trade descriptions, product safety, consumer rights, credit management, etc.
For many years, NRW’s predecessor, the Forestry Commission had a service level understanding with the timber trade, however in more recent years, failure to adhere to the terms and conditions of contracts is leading to more customers expressing their rights and seeking damages or other redress. A possible reason for this is increased supply pressure and competitiveness in the market, with many customers highly dependent on NRW for their business.
NRW as the forest regulator for felling licences, is exempt from the requirement for a tree felling licence however it is required to have a Forest Resource Plan (FRP) for each land management area and each FRP is given a number that acts as a substitute for a felling licence. This also requires, through UKWAS, NRW to re-stock all areas that are clear felled with replacement trees, in much the same way as a felling licence to a private operator.


	Environmental
	High influence.
Climate change is a significant externality affecting NRW in terms of land use, communities/settlements, carbon emissions and industry etc.
As indicated under Political above, NRW acts as a statutory regulator for a number of Welsh Government and higher environmental legislation, enforcing such bills as the EU Directives on Habitats and Protected Species as translated by the Wildlife and Countryside Act, the EU Water Framework Directive, etc. The land management function of NRW is responsible for all facets of environmental protection during the exercise of its duty to manage the land.
The UK Woodland Assurance Standard (UKWAS) is the sustainable forestry management system by which NRW achieves FSC/PEFC certification of its timber products, which most of our customers require for their supply chain.
NRW operates an internationally-recognised environmental management system that is accredited to ISO14001 standard, demonstrating NRW’s commitment to environmental protection.
The spread of infectious tree diseases has impacted NRW over the last 5 or so years as harvesting programmes have been re-prioritised for tree clearance. Phytophthora ramorum disease of larch has decimated the Welsh larch forests. The Welsh Government impose Statutory Plant Health Notices (SPHNs) which require felling within a short timeframe. This has had massive cost, environmental and public access implications and, more recently, reputational impacts on NRW.
Biodiversity loss is an important issue that NRW needs to play a greater role in combating.


	Source: Lemon, 2018
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	NRW’s Strengths
	NRW’s Weaknesses

	· Vast forest estate (physical natural capital);
· Built infrastructure inc. Forest roads;
· Growing stock;
· Staff resource (in some areas);
· “Legacy body” expertise;
· Market-forest proximity;
· Public sector sponsorship, benefits;
· Legacy body unity and shared expertise;
· Single prime objective – sustainable management of natural resources (SMNR).

	· Bureaucracy;
· Leadership, governance;
· No Board forestry representation;
· Staff shortage, low morale;
· Reputation, accounts, publicity;
· Budget cuts;
· Change, management of;
· Training, development;
· Career pathways;
· Low salaries compared to private sector;
· Growing land bank (not restocked).


	NRW’s Opportunities
	NRW’s Threats

	· Timber value increasing, demand high;
· Surplus income to reinvest developing future potential;
· Woodland creation;
· Government major infrastructure projects;
· Commercial development of renewable energy projects;
· Harder “Brexit”, barriers to imports, “buy British” movement.

	· Staff losses, skills gaps;
· Phytophthora ramorum and other tree pests and diseases;
· Climate Change;
· Medium-long term production drop off;
· Continued austerity;
· UK, Welsh Gov’t , law, policy;
· Soft “Brexit”;
· Imported timber;
· Theft;
· Sawmills closing, monopolies;
· Loss of contractors, hauliers;
· IT, cyber crime, phishing (e-sales).
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A very basic audit of NRW’s physical resources (associated with the commercial forestry part of the business) could look like the following:

	Resource Type:
	Resource
	Quantity
	Nature
	Uniqueness

	Physical
	Welsh Government Woodland Estate
	126,000 hectares
	Mix of commercial forest & unproductive native broadleaf woodland
	High

	
	Offices
	6
	Forestry offices across Wales, numerous satellite offices for local Land Management / Forestry staff
	Low

	
	Forest Visitor Centres
	6
	Bespoke buildings, educational and recreational facilities, cafes, conference rooms.
	High

	
	NRW Branded Vehicles
	50
	Small cars, many converted small vans, limited number of 4x4s, pickups
	Low

	
	ICT & telephony
	114
	Laptops
Tablets
Windows phones with email
	Low

	
	Health, Safety & Environmental resources
	114
	Vehicle First Aid Kit, Personal First Aid Kit, Vehicle Spill Kit and spade
	Low

	
	Health, Safety & Environmental resources
	114
	Personal Protective Equipment (PPE), boots, hi vis, all-weather branded coats, etc.
	Medium

	
	Forestry equipment
	X
	Forest operations / warning signage, fixtures and tools
	Medium

	Human
	Forestry staff
	114
	Technical specialists in various fields e.g. Sales, contracts managers and site supervisors
	High

	
	Business Support Staff
	9
	Administrative officers at various grades supporting timber sales and contracts
	Low-medium

	
	Finance managers
	4
	Manage customer credit and accounts
	Low-medium

	
	Procurement specialists
	4
	Advise on legal process for procuring goods and services to support the business
	Low-medium

	Financial
	Grant in Aid
	£180m p/a
	NRW receives Welsh Gov’t GIA to exercise its duties / functions
	High

	
	Income from energy delivery
	e£10m p/a
	NRW receives income from energy projects on the land it manages
	Medium

	
	Forestry income
	£19m p/a
	Sales budget, Direct Productions budget, Forest engineering and Silvicultural budgets
	Low-medium

	
	Customer credit management
	~
	Finance team control customer debt
	Low-medium

	
	Other income
	£1m p/a
	Income from permits, licences, 
	High

	Intangible
	Staff experience
	114
	Knoweldge and experience of hundreds of forestry staff combines to form NRW’s bank of forestry expertise and wealth of business history and trading relations.
	High

	
	NRW Brand
	1
	NRW has existed for less than 5 years but has a strong brand which presents an image to all stakeholders.
	High

	
	NRW Reputation
	1
	The sum of NRW’s and its legacy bodies’ experience with stakeholders over decades.
	High
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	NRW Timber Supply Chain Process/Stakeholder Map. Source: Lemon (2017).
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In order to achieve a robust sustainability management system, NRW’s Sustainability Strategy should reflect the embeddedness  and interdependence of NRW’s business with the natural ecosystem (Starik & Kanashiro, 2013).

Human Stakeholders may include (with specific reference to forestry/timber):

· UK Government for major infrastructure and energy projects such as windfarms;
· The Welsh Government as legislator, landowner, and NRW’s “sponsor”. Comprised of the Senedd (Assembly Members / politicians) and Welsh Government (civil servants, executives);
· NRW as a regulator of industry under environmental protection legislation and the Welsh Government’s delivery body for its sustainable development agenda in Wales;
· Local / Unitary Authorities / Councils;
· Public Service Boards;
· First responder organisations e.g. Police, Fire Service with whom NRW liaises on major incidents;
· Public Health Wales, Local Health Boards / Trusts;
· External industry bodies such as Confor, UK Forest Products Association (UKFPA), FISA (health and safety of forest workers), FSC Certification body, PEFC Certification body, UK Woodland Assurance Standard (UKWAS) auditors;
· Internal stakeholders, all colleagues, but especially Local Area teams with a delegated responsibility for sustainable forestry, e.g. forest design planners, teams involved in public liaison, communication and access e.g. public rights of way, estates and legal compliance, permits and licencing, civil engineering teams, energy delivery teams, silviculture teams, plant health, forest policy and forest operations teams;
· Forest Operations teams include the Timber Harvesting teams and the Commercial / Sales & Marketing team who are interfacing with external customers;
· Timber customers - sawmills, biomass energy plants, merchants, fencing mills, wood packaging plants, from large companies through SMEs, to one-man firewood producers (Lemon, 2017);
· Timber supply chain – Production - harvesting contractors (and service providers), timber hauliers, forest works managers, consultants;
· Timber supply chain – Processors, manufacturers, construction companies, furniture companies, firewood sellers;
· End users of NRW timber – private householders, farmers, builders, businesses, etc.
· Communities, groups, schoolsand individuals and their respective elected representatives, using the Welsh Government Woodland Estate (WGWE) for access/recreation, leisure/sport, education etc.;
· Wider society benefiting from tangible and intangible ecosystem services provided by the WGWE e.g. air quality, water resources and quality, carbon sequestration, wildlife habitat as well as socio-cultural and spiritual services, etc.

Non-Human Stakeholders may include:

· Animal life;
· Plant life, alga, fungi etc, including communities e.g. vegetation biomes;
· Micro-organisms;
· Atmospheric natural cycles;
· Water cycle;
· Nutrient cycles e.g. carbon, nitrogen;
· Geology and soil;
· Natural sinks for pollutants.
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