
Irish Forestry Sector 

BACKGROUND

This paper’s primary aim is to broadly assess the challenges and opportunities facing the forestry sector with a view to establishing a framework for its development over the medium to long term.

The Irish forestry sector is a relatively new but important indigenous industry.  The national forest estate has increased from a modest 89,000 hectares in 1928
 to 730,000 hectares in 2008.  Of this, approximately 333,000 hectares (46%) is privately owned and the remaining 397,000 hectares (54%) is State owned, primarily by Coillte Teoranta.  Up to the 1980s almost all afforestation was undertaken by the State.  It was not until the introduction of the State/EU funded forestry grant schemes that private landowners, mainly farmers, started to plant significant amounts of forest.  The species composition of the national estate is 25% broadleaf and 75% conifer species.  

CURRENT SECTORAL GOALS

In 1996, the Government published ‘Growing for the Future’, an ambitious strategy for the development of the forestry sector in Ireland to 2035. The strategic plan concluded that, in order to reach a scale of timber production large enough to support a range of processing industries, the national forest estate would need to increase to 1.2 million hectares (17% of total land area) by 2030. It aimed to achieve this by increasing afforestation levels to 25,000 hectares per annum to year 2000 and 20,000 hectares per annum thereafter from 2001 to 2030.  

Other goals include:

· Market development, particularly for small diameter timber (e.g. energy)

· Ensure appropriate management of the existing forest resource,

· Improve supply chain efficiencies in the farm forestry sector,

· Ongoing research and development

Sectoral Analysis
Coillte Teoranta, the state-owned forestry company is the largest producer and processor of timber in the country. It owns and manages over half of the national forest estate, provides 90% of annual roundwood supply, owns two wood-based panel manufacturing facilities and a sawmill.  

The processing sector is comprised of four wood-based panel manufacturers (including the two owned by Coillte).  The sawmilling sector is centered around ten medium to large scale sawmills.  In addition, there are a small number of standalone sawmills.  

The private sector forest estate is relatively new, with almost 80% (c.265,000 hectares) having been planted in the past 20 years.  Over 12,000 farmers have planted forests as part of their farming enterprise, with the average size of farm forests being c. 8 hectares. The crop rotation in Irish forestry is typically 40 years, though it extends to over 100 years for species such as oak and beech. Crops planted over the past 15-20 years ago are just beginning to come into the first thinning stage. Consequently, only a small portion of the national timber harvest is derived from privately owned forests.

Economic

General Economic Climate - While forest products are part of the international trading system, the Irish sawmilling and wood-based panel sectors are heavily dependant on the domestic and UK construction markets.  The downturn in the international economy has resulted in decreased demand for forest products globally and this has impacted on both import and export markets in Ireland.  A reduction in construction output has led to a significant reduction in domestic production levels and exports in 2007 and 2008.  See tables below
Timber exports 2006-2008

	Product
	000m3
	000 m3
	000 m3

	
	2006
	2007
	2008

	Sawnwood
	392


	381
	389

	WBP
	827
	757
	614

	
	000 tonnes
	000 tonnes
	000 tonnes

	Pulp & paper
	67
	85
	77

	Total Value
	?
	€425m
	€318m


Timber imports 2006-2008

	Product
	000 m3
	000 m3
	000 m3

	
	2006
	2007
	2008

	Sawnwood
	995


	724
	412

	WBP
	384
	358
	264

	
	000 tonnes
	000 tonnes
	000 tonnes

	Pulp & paper
	495
	587
	555


Processing Output - In 2008, the total national roundwood harvest available for processing was 2.272 million m3, down from 3.003 million m3 in 2007 and 3.154 million m3 in 2006.  Coillte supplied 90% of the roundwood supply, with the balance coming from privately owned forests and imports.  A further 1.072 million m3 of wood fibre was available to the processing sector, primarily made up of residues from the sawmilling and panel sectors and post consumer recovered wood (i.e. waste wood).  Of this, c. 317,000 m3 was utilised for energy production by the wood processing sector for process drying, heating and power generation. 

The total wood fibre requirement of the wood-based panel (WBP) sector was 1.389 million m3 in 2008, output amounted to 779,000 m3, with 75% of output exported.  The wood fibre requirement of the sawmilling sector was 1.511 million m3 in 2008, primarily in the production of construction timber, pallet and fencing products.  Total output from the sawmilling sector amounted to 753,000 m3.  The bulk of construction timber was sold on the domestic market, while pallet and fencing products make up the bulk of sawn timber exports, almost exclusively to the UK market.  

Demand for wood biomass for energy use decreased in 2008, largely as a result of the reduced output by the wood processing sector, which is by far the largest user of wood for energy in the country.  However, in recent years a relatively small but rapidly increasing demand for wood biomass, in the form of woodchip, wood pellets and solid log, has developed among commercial and domestic users following the introduction of government grants for renewable energy installations.  It is envisaged that demand for wood biomass from the energy sector will increase in the short to medium term.
Employment - A study completed on behalf COFORD in 2006
 provides estimates of employment levels within the industry.  The findings concluded that for every 100 jobs in the forestry sub-sector, another 90 full-time equivalent jobs are provided within the economy, giving a multiplier effect of 1.9.  In 2003, direct employment in forestry was 3,780.  Using the multiplier of 1.9 the additional employment impact is 3,402, giving a total employment figure of 7,180 within the forestry sector.  Direct employment in the wood products sub-sector was 6,870, which increases to 12,246 when an average multiplier of 1.78 is applied to the different elements of that business viz. panel boards, sawmills and non-furniture related wood products.  Total employment within the indigenous forestry industry, therefore, is estimated to be in the region of 20,000.

Planting rates - Despite the ambitious targets laid down in the ‘Growing for the Future’, the rate of afforestation has declined in recent years, falling to 6,249 hectares in 2008.  Only 54% of the envisioned target (155,000 hectares) has been planted.  The reasons for the decline are complex but, with the benefit of hindsight, the targets were probably over-ambitious and probable did adequately appreciate the other competitive land use options available to farmers. It is also relevant that the targets were set at a time when planting levels were at an all time high (nearly 24,000 hectares in 1995 and 21,000 in 1996).

One critical factor was the decision by the European Commission in August 1999 that Coillte Teoranta was not entitled to receive annual [non-farmer] forest premiums.  The European Court of Justice subsequently upheld this decision.  In the 10 years from 1990 to 1999, 30% of all afforestation was on Coillte land.  The Commission decision effectively put Coillte at a financial disadvantage when competing in the marketplace for lands to afforest.  As a result, the company reviewed its planting programme and only 1,000 hectares of new forests have been planted since 2000.  
The current crisis within public finances and the major corrections in spending currently underway may also adversely impact on planting targets. While this will not effect the availability of raw material in the short to medium term, it will impair roundwood supply over the medium to long term. It will also have an adverse effect on the nursery and other forestry related infrastructure that is dependent on a continuous and robust planting programme.  Furthermore, Ireland will fail to meet our climate change mitigation targets from forestry with resultant penalties or the need to purchase carbon credits to compensate for the loss of carbon that would otherwise have been sequestered by trees. 

Producer Profitability – In 2008, Coillte reported total timber sale volumes of 2.3 million m3, down from 2.6 million m3 in 2007.  The company reported profits of €9.2 million (down 77%) from total sales of €87.8 million, reflecting reduced demand for logs and panel products and lower product prices due to an unfavourable Sterling/Euro exchange rate. 
The vast bulk of the private sector forest estate has been planted since 1986 and few of these forests will be available for final harvest before 2020.  In 2008, just over 5% of the total roundwood harvest was derived from private sector forests.  The volume of timber from private sector forests fell sharply in 2008, from c. 400,000 m3 in 2007 to c. 118,000 m3, reflecting decreased demand and roundwood prices.  

However, despite the reduced output from private sector forest in 2008, increased volumes of small diameter roundwood, mainly from first thinning operations, have started to come to market in recent years and are forecast to reach 1 million m3 by 2015.  Prices for small diameter logs from early thinning operations have improved significantly in the first 8 months of 2009, due primarily to increased demand from the wood energy sector.  Standing timber from early thinning has increased from c. €2/m3 earlier in the year to c. €6/m3 in recent months.  If the grower can harvest and extract the timber to roadside, prices of up to €25/m3 are currently being achieved.  Thinning is a vital management activity, where poorly performing trees are removed to allow space for the remaining trees to grow.  Heretofore, first thinning operations were unprofitable but necessary to ensure a quality final crop.  It is envisaged that international economic recovery and increased demand for timber over the next few years, including demand for wood biomass from the renewable energy sector, will present new market opportunities, and indeed challenges, for private forest owners.  Many private forest owners have little experience of timber harvesting and marketing, so initial facilitation is required to enable private forest owners to service the market and exploit those opportunities by, for example, pooling resources and operating as clusters to make thinning operations viable.  

Processing Sector - The processing sector has been badly affected by the downturn in construction activity.  In 2008 many sawmills closed for short periods in an attempt to match output with demand.  As a result, output in 2008 declined by 28% compared to 2007.  The sector has invested c. €100 million in recent years in new plant and machinery in order to boost the sector’s long term viability by ensuring that the sector has the processing capacity to respond to the increased timber production expected from the private sector forests over the next 10 years and beyond.

Wood Energy - In 2008, Ireland’s first commercial wood pellet facility commenced production in Co. Kilkenny and has the capacity to produce 75,000 tonnes of pellets per annum.  A further plant near Laois has also recently commenced pellet production at its plant near Portlaoise and a wood pellet production facility with the capacity to produce 60,000 tonnes of pellets per annum is planned for Co. Mayo.

Environmental 

Sustainable Forest Management - Ireland is committed to ensuring that all forest development complies with the principles of Sustainable Forest Management (SFM).  These principles are reflected in the Irish National Forest Standard and the Code of Best Forest Practice. Compliance with the Code of Best Forest Practice and the supporting environmental guidelines is mandatory for all forest operations approved or licensed by the DAFF and failure to comply can result in withdrawal of the approval or licence.   
Forest certification schemes provide independent verification that timber is produced in line with the principles of SFM.  Coillte’s forests have been certified by the Forest Stewardship Council (FSC) certification scheme since May 2001, confirming that they are managed in accordance with SFM.  There is currently no independent national forest certification scheme for Ireland.  However, two independent national forest certification schemes are currently being developed under the FSC and PEFC certification schemes. Forest certification is important. It provides assurances to consumers that timber and timber products are sourced from sustainably managed forests.

Climate Change– Forestry has a key role to play in response to the challenges posed by the proposed reduction in Ireland’s GHG emissions.  Afforestation has three key benefits to offer in terms of the national climate change strategy, i.e.

· Sequestration – by sequestering greenhouse gases from the atmosphere

· Abatement – by converting agricultural land, mostly used for livestock rearing, from a condition of emission to one of sequestration
· Substitution – by replacing imported carbon emitting fossil fuels with indigenous carbon neutral renewable wood fuels in the production of heat and power.
Over the five year period 2008-2012 Kyoto-eligible afforestation will contribute 11 million (Mt) of carbon dioxide to national compliance with greenhouse gas emission targets. Post 2012 the contribution could almost double to over 4 Mt per annum by 2020.  

However, sustaining the benefits from the afforestation programme beyond 2020 is directly linked to the level of afforestation. Since 1990 an average of 14,000 hectares of new forest has been planted per year and the annual afforestation is falling year on year. Given that the average crop rotation from establishment to final harvest is in excess of 40 years, a further 20-25 years of afforestation, at a minimum annual planting rate of 10,000 hectares, is required to reach a sustainable contribution to greenhouse gas emission reduction targets, while also satisfying wood energy and sawlog production demands.

Strengths and Weaknesses
The following analysis of the strengths and weaknesses should result in a better understanding of the sector’s current position prior to setting out a sectoral action plan.

	Forestry Sector Strengths



	· The forestry sector is a major employer and contributor to export earnings. 

· Afforestation plays a significant role in mitigating climate change through the sequestration of carbon dioxide 

· Significantly increases in production capacity will come on stream from existing forests over the coming decade to meet the planned expansion in renewable energy 

· Wood is a renewable, sustainable and versatile raw material, which is used a wide range of end uses, with demand expected to grow in sectors such as timber frame and medium rise construction  

· A well developed knowledge base, allied to ongoing research to foster innovation and competitiveness, supported by Teagasc which provides growers with relevant research, advice and education information. 
· A strong and profitable commercial state sector 

· A growing asset for the owner, that can be held back to avail of good market conditions.
· Forests provide a range of social, environmental and recreational goods of value to society  



	Forestry Sector Weaknesses



	· The private sector forest estate is generally fragmented, increasing management overheads and harvesting costs 

· Funding constrained to sustain the afforestation programme at a 10,000-15,000 ha annual level 

· The critical mass of forest required to ensure a sustainable supply of timber has not yet been achieved (needs a sustained investment over two decades)

· Exports are heavily dependant on a single market, the UK

· Growers tend to market their timber individually which reduces le bargaining power with processors.

· Lack of knowledge among farm forest owners

· Afforestation and forest management activities overly heavily dependent on State support

· Reluctance on the part of many farmers to afforest lands despite availability of State supports


Future Market Prospects

Historically, timber production and prices have experienced cyclical patterns and this is likely to continue.  In the last two years the demand for timber has contracted internationally due to the continued weakness in the world economy.  Future market prospects for the sector are dependant to a large degree on international economic recovery.  

Unlike many other agricultural enterprises, timber producers can postpone harvesting for short periods, without significantly impacting on the quality of the product, until market prices recover.  However, this is only a temporary measure and postponement of thinning operations for too long can negatively impact on the product suitability and value of the final crop.

In Ireland, the forestry sector has been particularly affected by the downturn in construction activity, which saw output decline significantly in 2008.  However, output is expected to remain relatively stable in 2009 primarily due to reduced output by some European producers which has resulted in increased orders for sawnwood products from the UK.  The Irish processing sector is well placed to increase production levels as international economies recover.

Increasing demand for wood biomass by the energy sector is providing market outlets for small diameter timber from thinning operations and this will improve the viability of forest management activities, particularly among private sector producers, in the medium to long term.

As the private forest estate matures, Irish timber production is expected to increase from c. 3 million m3 per annum to c. 5 million m3 during the period 2008 to 2015.   

Specific Actions

The following specific actions would facilitate the sector to respond to the challenges of an evolving market place. 

Funding the Afforestation Programme

The afforestation programme is capital intensive and wholly dependant on government funding.  One of the primary purpose of the Government’s continued investment in the forestry sector is to create the critical mass required to support an indigenous industry that can achieve a real rate of return on the investment in terms of processing capacity and employment.  The estimated domestic timber production required to achieve this critical mass is approximately 10 million m3 per annum.  This would require approximately 1.189 million hectares of forest (c. 17% of the land area).  In order to achieve this critical mass, and the long-term security of the industry a further 460,000 hectares of afforestation must be planted over the next few decades.  Forest also provide significant additional benefits such as carbon sequestration, wildlife habitats, soil protection and public recreation.  

Despite the decline in afforestation rates between 2005-2008, there is a significant increase in interest in forestry among farmers this year. This increased interest is attributable at least in part to the reduction in average farm incomes resulting from the decline in milk and beef prices and the closing of a number of agricultural support schemes such as REPS. The gloomy economic climate has increased the attractiveness of the guaranteed and tax-free income available from forestry even with recent reductions in premium rates.  In addition, the continuing trend towards part-time farming makes afforestation an attractive option given the reduced labour inputs required.

The Department continues to promote the benefits of forestry and encourage landowners to avail of the generous supports available for planting new forests.  These grants usually cover the full cost of planting, including ground preparation, fencing, plants etc.  The annual premiums, payable for up to 20 years, provide landowners with an annual income while they wait for the forest to produce a marketable product.  During the period January to September 2009, applications for approval in respect of over 13,000 hectares of new forests have been received, an increase of 45% over the same period in 2008, with new applications still being received.  About 50% of approvals translate into trees planted and, on this basis, it is projected that planting levels in 2009 could exceed 8,000 hectares.  However, budgetary constraints will also determine the scale of planting and current projections suggest that funding for the afforestation programme will support no more than 5,500 hectares of new planting this year.  

However, if the planting rates necessary to ensure the long-term viability of the sector are to be achieved, sufficient funding must be available to support an active afforestation programme on an ongoing basis.  

SPS and Forestry

A positive development was the decision by the Council of Agriculture Ministers to make lands planted from 2009 under an Afforestation Aid Scheme eligible for payment under the Single Payment Scheme. It is important that this link with SPS continue so as to maintain the attractiveness of forestry to farmers as an alternative land-use option.

Carbon Sequestration

Over the five year period 2008-2012 Kyoto-eligible afforestation will sequester an estimated 11 million tonnes of carbon dioxide to the value of €165 million (assuming €15 per tonne CO2).  Post 2012 the carbon dioxide sequestration of Irelands post 1990 afforestation could reach 4 million tonnes per annum by 2020.  However, the carbon sequestration potential of Irelands Kyoto eligible forests (i.e. those planted since 1990) is wholly dependant on the rate of afforestation.  

Carbon dioxide sequestration is a valuable resource and every effort must be made to maximise its potential, particularly as projections undertaken by COFORD indicate that if the afforestation rate continues below 8,000 hectares per annum, Irelands forests could become a carbon source by 2037.  

At farm-level, in the event of a greenhouse gas trading scheme for the agriculture sector, consideration could be given to the possibility of allowing farm operators to offset agricultural greenhouse gas emissions with on-farm sequestration from newly planted forests.

Upskilling

The recent downturn in the economy, particularly the building sector, has resulted in a decline in demand for timber and reduced activity in the harvesting sector. This may create an overcapacity in the harvesting sector in 2009. However, demand for a skilled workforce in the thinning and harvesting sector will undoubtedly rise as demand for wood in all sectors, particularly the energy area, increases.

Also essential will be a highly skilled and trained workforce to produce an economically viable output. The optimum use of available technology in telemetrics
 and communications between processing plants and harvesters will be essential.  With harvesting machines costing upwards of €400,000 each, only the most skilled and dedicated personnel can get optimum use from such valuable and technologically advanced machinery. A recent study by Purser Tarleton Russell estimates that, for thinning operations alone, over 175 people will need to be trained in the very specialised harvester and forwarder operating over the next ten years.

Traditionally there has been a high turnover of staff in the more labour intensive work areas. This is a trend that is repeated throughout Europe. The creation of a career path for forestry workers where they would have the opportunity to develop and further enhance their skills would help to address such retention problems.  In any case ongoing support for training will be necessary in the short to medium term.

Unlike other farm crops (and other European countries) there is no traditional knowledge bank on forestry amongst Irish farmers. However, this is slowly changing with valuable work being done by the Teagasc Forestry Development Unit. Teagasc have a number of foresters around the country that engage directly with farmers and organize demonstrations on planting, ongoing management of plantations and thinning and harvesting operations.  These value-adding activities are supported by the Forest Service.   Teagasc also have had significant input to the development of producer groups and the creation of a wood fuel supply chain. Teagasc ongoing involvement in the forestry development area is essential to the development of the sector.

Forest management planning 

The continuation of the national forest inventory is essential to support climate change policy and accounting, for updated forecasts of roundwood production and for regulatory reasons such as to assess the level of harvest against the productive capacity of the forest. 

Consideration also needs to be given to enabling forest management plans for grant aided forests to be submitted electronically to update existing databases and to provide a better basis for roundwood production forecasts. 

Overall, enabling the expected increase in roundwood production from the private forest sector to come on stream is essential to realise the significant investment made by the state and owners over the past two decades. In that regard the development of supply chains to encourage ongoing management of private forests will be necessary to realise potential in the years ahead.

Producer Groups

Smaller plantations of 2-3 ha will present some logistical challenges and possible difficulties when they come into the production phase. This issue is currently being addressed with start-up funding provided to a number of initiatives aimed at encouraging local farm forest owners to work together to manage their plantations and to market roundwood. The aim is to encourage forest owners to pool their resources to ensure the continuity of supply of timber and to reduce maintenance, thinning and harvesting costs by using economies of scale. Significant progress has been made to date and the experience gained and lessons learned by the various groups should be of help to other groups that may be formed in the future.  

This is very much a case of farmers working together to extract the maximum benefits from their forests by taking control of the maintenance of the woodlands and marketing of the timber produced. The emerging wood energy market is providing sales opportunities in local areas that had no ready market in the past. The main benefit, however, is that farm forest owners are gaining knowledge and expertise in forestry and are willing to share this knowledge with their fellow farmers.  

More development work needs to be done in this area and the experience gained to date should be harnessed to roll out the initiative on a countrywide basis.  
Innovation & Technology Transfer

There are a number of distinct areas within the wider forestry sector where innovation and technology have a major role to play in improving competitiveness and market value. While each area is separate to some extent, there are clearly overlapping interests.

1.
Nursery sector 

2. Forest establishment and management 

3.
Thinning and harvesting

4.
Timber haulage from forest to processing center

5. Processing technologies including panel board mills, sawmills, and wood energy production

Nurseries

Good quality planting stock is essential for a successful planting programme. Recent technological advances include cold storage of seedlings to prolong the dormant season for plants so that the planting season can be extended beyond the timeframe allowed by the natural seasons. A longer planting season enables better utilization of resources. Research to improve the viability of planting stock has also paid dividends through better survival and lowered costs for replacing failed plants. Improved seed germination and establishment rates have also been secured though funded research programmes.  Further development work is required in this area.

Forest establishment and management

Innovation and research in forest establishment is needed to reduce costs and improve plantation quality, 

Thinning & Harvesting

Harvest planning and scheduling and matching assortments processed to sawmill and customer demand have led to considerable cost savings and efficiencies. There is scope for further cost savings and innovation in this area as modern harvesters come with on-board data capture and monitoring systems which assess stem diameter and log length. Exploiting these data will enable a closer match between demand and supply, particularly when they are enabled to communicate with sawmill, board mill or energy user, through GSM transmission and other systems.  Systems for cost effective thinning and tending of broadleaf crops also need to further investigated.  

Timber haulage from forest to processing centre

Haulage is significant element in delivered-in cost of roundwood assortments. Systems to enable better truck routing, back haulage and location fo harest areas are developing rapidly. There is also ongoing research in this area. Mobile phone coverage, operator skills and software development and acquisition will be central to developing a sophisticated and integrated system. Development of these systems needs to be supported by targeted R&D at both state and company level.

Processing technologies including panel board mills, sawmills, and wood energy production

Until recently all wood pellet fuel was imported to Ireland. This is changing with home production coming on stream in two recently completed facilities.  However, much development works remains to be done in the areas of woodchip and wood pellet supply chains and production, and the development of suitable systems to store and deliver these products in the Irish climate.

Only one sawmill has a CHP plant with the potential for development in this area. Sawmill residues could be recycled by the larger sawmills to provide both heat for drying and the possibility of generating electricity as well.  Continued invesment by sawmills and boardmills and EI in product and process R&D and innovation are essential to maintain market share and grow experts. 
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� The views expressed in this Background Paper do not purport to reflect the views of the Minister or the Department of Agriculture, Fisheries  and Food.





� Minister for Lands and Agriculture , Dáil Éireann, Volume 23, 3rd  May, 1928


� The Socio-Economic Contribution of Forestry in Ireland (ECONTRIB)


� Telemetrics - on board electronic systems fitted to forest harvesters with data capture and monitoring systems including stem diameter, log length and data logging. They are usually PC based and often incorporate ancillary systems such as GSM transmission, satellite navigation and GIS.
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