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Summary

Just over 50% of the productive forest estate in Ireland is less than 25 years of age. The
private component of this estate is even younger. Substantial Government and EU
grant-aid has been the primary driver to the establishment of private forests. The major
factor affecting the competitiveness of the forest — wood / non-wood / services —
consumer chain in Ireland therefore is the limited current supply of raw material and the
uncertainty about the future supply of roundwood from private forests. Most of these
forests are less than 10 hectares in size and are located in inaccessible areas. There are
concerns that, due to the lack of economies of scale, harvesting will not take place. The
lack of silvicultural skills combined with the absence of an organisational structure
among the majority of forest owners makes the economic harvesting and marketing of
the timber output from the forests more unlikely.

Species distributions of state and private forests are dominat&icbs sitchensis

While the species is suitable for a range of end-uses the opportunities to add value are
limited. This is a barrier to the development of value-added enterprises. The
development of enterprises using species other Biaea sitchensiss difficult due to

the limited and irregular supply. The range of non-wood products and services that can
be produced within Picea sitchenfmests is limited.

The main problem and research question for enterprise development in the forest sector
is to identify the appropriate organisational structure that will facilitate the economic
harvesting and marketing of the timber output from small-scale forests. If this structure
is in place a key barrier to enterprise development in the forestry sector will be
removed. Research and development into value-added applications of Irish grown
timber, in particulaPicea sitchensisimber, is required to expand the market for that
timber. Markets for a range of non-wood products and services need to be investigated
further.
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1 Consumption
1.1 State of the art and historical development

The Irish sawnwood market experienced rapid growmtithe 1990s with demand
growing from 580,000 thin 1992 to 1.24 million rhin 2000 (TIDG 2002). This
increase in demand was linked to the high levdimise building that was undertaken
during the period, which saw the number of housaptetions increase from 21,391 in
1993 to 49,812 in 2000. Current projections for £28dggest that 80,000 new homes
will be completed this year. Compared to other Eddirtries the housing stock in
Ireland is very low relative to the population. Ttepid rise in the number of young
adults, strong employment growth, prevailing louenest rates and tax incentives for
residential property were key factors in fuellifgstincrease in house building (AIB
Capital Markets and Merrill Lynch 2000).

The furniture market in Ireland has also grown2003 it was estimated to be worth
570 million euro (at manufacturing prices). Of tHi23 million euro was exported.

1.2 Forest products and services consumption

The population of Ireland has increased steadilgesil946. The population at that time
was 2,955,107. The population in April 2004 wasAndillion, the highest figure since
1871 (CSO 2004). The age distribution of the papatahas also changed during that
period with the percentage of the population agsed than 25 years falling from almost
44% in 1946 to 37% in 2002, while the percentagaldgetween 25 and 44 years (i.e. at
house purchasing age) grew from 26% to 30%.

The distribution of the population between urbahdve urban is defined as towns with
1,500 or more persons) and rural has undergonejar tnansformation in the period
since the foundation of the State in 1926. At thate less than one-third of the
population lived in urban areas. The urban shasar@eased at each successive census
and currently 60% of the population lives in urlzeieas.

The GDP per capita in 2002 was 33,021 euro. Thet mezent data on household
expenditure patterns show that 27.9% of averag&iwé®usehold expenditure was on
food, drink and tobacco in 2000. The percentagexpenditure on housing was 9.6%
with a further 2.5% and 4.6% spent on household-cdwables and durables
respectively (CSO 2001).

1.3 Market demand for forest related products and services by urban population

There are insufficient data available in Ireland qoantify the urban population’s
demand for forest related products and serviceas This section deals with the total
demand for these products and services. The mimkeawnwood in Ireland comprises
construction, pallet, fencing, joinery and furnéudn the year 2000, the Irish sawn
timber market (including Northern Ireland) was estied at 1.48 million f(Table 1)
with a value of 266 million. Although the volume bish timber sold on the lIrish
market has grown, market share fell from 60% inQL&® 42% in 2000. This share
varied between the different market segments witthae of 83% in pallets, 71% in
fencing, but only 29% in construction (TIDG 200Zhe majority of imports of sawn
timber are from Sweden and Finland. It is importanbote that Irish grown timber has
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size and strength characteristics that make it itaida for certain construction uses,
e.g. roof trusses. As a consequence it is estimiu@ronly 694,000 hof the Irish
construction market is actually “available” to tipeocessors of Irish-grown timber
(TIDG 2002: 46).

The market for sawnwood is expected to continugide reflecting the anticipated
requirement of 55,000 new houses per annum oveméxt 10 years (Bacon and
Associates 2003). This strong demand is expectdaktanderpinned, in the short to
medium term, by GNP growth and low interest rafe8 (Capital Markets and Merrill
Lynch 2000).

Irish panel board producers export in the region7/8% of their output, mainly to
Britain. The total demand for these products hasgnown significantly in the past 10
years. It is however expected that demand for nmediensity fibreboard and oriented
strand board will increase by 10% in the short-t€fiDG 2002).

Table 1. Consumption of main wood products in 2@0@eland (includes Northern
Ireland) (‘000 m)

Product category Domestic Imports Exports Apparent
production consumption
Sawn market
Construction 348 818 20 1146
Fencing 151 28 82 97
Pallet 356 41 154 243
Other 33 0 33 0
Sub-total 888 887 289 1486
Wood-based panels 745 284 581 448

The most important non-wood forest products areésBhas trees and foliage. Demand
for Christmas trees has grown in Ireland over thst mumber of years. In 2002 an
estimated 400,000 trees were sold in Ireland. Denfianforest foliage has increased in
Ireland and in larger flower markets in Britain &@dntinental Europe. The Irish foliage
industry started in 1993 and has grown steadilyoieer 150 hectares in 2003.

Forests are the most important recreational fgdiitireland. This is due to the fact that
unlike most European countries Ireland has no trighroam” legislation and no
designated recreation rights of way such as thbae éxist in England and Wales.
Recreation is generally limited to Coillte Teoraiifdne Irish Forestry Board) owned
forests (formerly state forests), as private faréstgeneral are not used for recreation.
The demand for the use of forests has increasestasulally since state forests were
opened to the public in 1970. The most recent eséimindicate that the total number of
annual visits to Irish forests is 8.5 million (Gtim 1999). The range of activities being
undertaken in these forests has expanded. For dgathp demand to use forests for
cycling, mountain-biking, horse-riding, camping &i&s increased especially in forests
near large urban centres.
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1.4 Main problems and research questions in consumption for enterprise
development

Consumption for forest products in Ireland is ldygelated to the housing boom and
related projects (DIY, house extensions). Howewratustrial development has driven
demand for pallets and packaging and infrastructleselopment has driven demand
for fencing and acoustic barriers. Current tremisach of these areas suggest that
further growth can be expected over the next 1@syd&roduct demand is not seen as a
problem/barrier to enterprise development in thredtry/wood products sector.

The greatest barrier to enterprise developmentte®lao limited supply and
consequently the difficulty of achieving scale dewel similar to competing, overseas
companies. The lack of scale limits the amountetdined income that can be spent on
new product development and marketing. Consequelniyh companies may struggle
to keep pace with overseas companies. A barrienterprise development in non-wood
services is the low population density in Ireland.

Annex to Part A: Organisations studying forest products consumption and main
publications and information sour ces

No organisation studies forest products’ consunmpitioany great detail. Responsibility
for reporting on consumption rests with the For8stvice of the Department of

Agriculture and Food. COFORD, the Council for ForBesearch and Development,
cooperates with the Forest Service in meeting naticeporting requirements. There are
no current research projects dealing with foresidpcts consumption. However,

COFORD is about to undertake a major project logpkat the market potential of

engineered wood products in Ireland.
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2 Small-scaleforestry practises
2.1 State of theart and historical development

The total area of private forest in Ireland, i.82370 hectares, can be considered to be
small-scale private forestry. This is because tigere® tradition of forest ownership by
municipalities, churches, or industry. Thus for gerposes of this section private
forestry is considered to be synonymous with sisedile forestry.

At the beginning of the 2bcentury just over 1% of the land area of Irelanasw
afforested. The forests which had covered the cpurft,000 years previously had been
cleared for agriculture, to provide wood for hoysasd for shipbuilding. By the early
decades of the ¥8entury, Ireland was a timber-importing countrysh farmers, who
were tenants on land owned in the most case byntdeséandlords, were subsisting on
small pieces of land. They could not afforest #uedl because they did not own it but
afforestation was not desirable anyway because tieegled the land for agriculture.
The landlords did however afforest. Those rearirfgnaily on a few hectares of poor
land looked enviously at woodlands on the estafeth@ aristocracy, which were
maintained primarily for hunting and sport. Withetpassing of the Land Acts in the
late 19" century ownership of the estates was transfercedhé tenant farmers.
Landlords cleared most of the forests before thesfier of ownership. The new owners
then cleared the trees that remained so as to eetm@vsymbol of landlordism while
also maximising the area available for agriculturgerest in planting trees fell and
remained low until the 1980s despite the availgbiif state afforestation grants after
1930. The limited amount of private planting thaasmundertaken was by the small
number of landlords that remained in the countrd avho had a tradition of tree
planting. The net result was that prior to 1980vast majority of landowners in Ireland
had no interest or tradition in forestry.

In 1981 the first round of EU funding for afforetstam was made available in Ireland as
part of the Western Package Scheme of EU-grantsRe&gC 1820/80). Funding under
this scheme provided for up to 85% of the costfomst establishment. Only farmers
living in the western, more disadvantaged partthefcountry were eligible to apply for
these grants. Despite the availability of the gréarimers were not only slow to adopt
forestry as a farm enterprise but were extremebtagomistic towards it especially in
western counties. There were a number of reasanthif® attitude. First, there were
historical reasons, i.e. the association of foyesith landlordism; second, forestry was
perceived to be only suitable for useless land onntain tops thus it was perceived as
an insult to suggest that a farmer’'s land was dnlyor forestry. Third, large non-
resident farms in poor country areas which werenadted for subdivision by the Land
Commission were being bought up by developers dalbef pension funds, banks and
insurance companies. As a result farmers saw thsirhope of consolidating their
fragmented farms disappearing. Emotions exaggetat@xtent of this problem. The
introduction of 100% establishment grants, andhese in 1987 to compensate those
afforesting for income foregone, removed a majarieato afforestation. The latter
scheme was replaced by the Forest Premium Sched@9hh Under the conditions of
this scheme farmers were paid a premium for thet 0 years of the rotation to
compensate them for loss of income from land remdwvem agricultural production.
The net result was a substantial increase in miydnting rising from a mere 300
hectares in 1982 to a peak of more than 17,000atexctin 1995 (75% of total
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afforestation) (see Figure 1). In 2003, privatenpieg rates fell to 8,969 hectares as a
direct result of cutbacks in funding for foresthyis not clear how the introduction of
the Single Payment Scheme in January 2005 willuenfte afforestation levels.
However, the concession for forestry which alloasfers to continue to receive their
full single payment as well as the full forestryegrium (under certain conditions)
should encourage increased afforestation by farmers
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Figure 1. Afforestation rates (State and privatdyeland 1980-2003.

2.2 Small-scaleforest holdings

Small-scale forest holdings are a relatively newrmmenon in Ireland. In 1973, there
were only 81,963 hectares of private woodland ofctt83,102 hectares were scrub
(Purcell 1979). However, since that time, 196,4&6tares have been afforested. It is
estimated that there are in the region of 17,00@llsscale forest holdings with an
average holding size of 10.6 hectares. Howeveryrhatdings are less than 10 hectares
(Table 2).

Table 2. Distribution of private holdings estabédhbetween 1990 and 2002 in Ireland

Area (hectares) Number of holdings
<2 2,075
>2<4 3,088
>4 <6 2,265
>6<10 3,189
>10<20 3,269
>20<50 1,504
>50<100 209
>100 39
Total 15,638
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Most of the owners of small-scale forests are fasm@&pproximately, 61% of the forest
area planted post 1990 was by full-time farmer8p b¥ non-farmers and the remainder
by part-time farmers. Among the non-farmers the tmosmmon group were
professionals or business owners (Wall and Ni DAubA998). Survey data can be
used to indicate the age of those afforesting, Wity+two percent of owners surveyed
by Wall and Ni Dhubhainil§id) aged between 31 and 50 years with only 4% lems th
30 years. The vast majority of owners are marrf€@¥4) and male.

As mentioned previously, almost all private plaiatas in Ireland are less than 20 years
old. Reflecting the fact that the earlier afforéista grant schemes were only available
on lands afforested in 12 western counties, thergbdivate plantation (i.e. greater than
15 years) are found in the west of the countryaA®nsequence of the age structure of
private plantations the volume of wood harvesteddt is limited but expected to rise.
In the year 2003, of the total timber sales of 8,200 ni, only 5%, or 162,000 frwere
sourced from private plantations. As the privateests mature output is expected to
increase to over 1 million frannually by 2015. Private forests are not operth&o
public and their use for recreation, hunting andeotnon-wood activities by persons
other than the owners and their families is nepl&i

2.3 Small-scaleforest practices

The objectives of small-scale forest owners, amdnlanagement and work undertaken
in their forests, are primarily influenced by thect that these owners are almost
exclusively in receipt of either an afforestatialamt or a combination of the grant and
an annual premium. The afforestation scheme untieahvthese subsidies are available
has timber production as its main objective. Recefpthe subsidies is subject to the
forest owner adhering to strict guidelines whichee this objective. For example, if
conifers are to be planted they must be plantédragtre square spacing. In the case of
broadleaves the spacing is commonly 2 m by 0.79me. plantations must be fenced
and a management plan produced. Given the oveagrigtimphasis on timber production,
it is not surprising that in a survey of over 10@vate forest owners 90% gave the
production of timber for sale as the main objecfioe their forest (Ni Dhubhéin and
Wall 1999). Forty-five percent had planned to usme of the timber output on their
farm as fencing or fuelwood. The provision of retien for the owners and their family
was an objective for 42% of owners. Thus despigeetmphasis on timber production in
the grant schemes, there is evidence of multipfemanagement objectives among
small-scale forest owners.

Few forest owners undertake the work in and managewf their woodland. Instead
they employ management companies to do this. Tloeeatation grant covers all the
costs incurred by the person establishing a farestiding an overhead to reflect the
cost of hiring a company to undertake the work. #8m80% of small-scale forest
owners surveyed in 1996b{d) utilised the services of a management companyewhi
the remainder did their own planning and executibralmost all operations. Many
farmers only plant once in their lifetime and witb inherited tradition/experiences,
coupled with the fact that there is a 100% grarailable for establishment, many of
them consider that there is no point learning nkillss Furthermore, they may consider
that there would be a greater risk of them notiv&ug the grant (receipt is subject to
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successful establishment of the plantation) if thegre to undertake the work
themselves rather than employ a professional fonestagement company.

Most land that is afforested is marginal agricidtdand and in upland areas conifers are
planted while in lowland areas broadleaves aretpthnThe most common conifers
planted includePicea sitchensjd_arix X eurolepisandPseudotsuga menziesgihile in

the case of broadleavégaxinus excelsigrAcer pseudoplatanysuercusspp. and
Fagus sylvaticaare most commonly planted. As the quality of |gahted during the
earliest EU-funded afforestation grant scheme was,ghe older of these plantations
comprise pure conifers. Research work on a sanfptieese older plantations suggests
that the growth rates will be quite high with aremge vyield class of 21 ‘ma*an®
recorded (Redmond et al. 2003). As a consequertagarm lengths of between 40 and
50 years are expected. The thinning of these glantais expected to start shortly. The
limited amount of harvesting that has taken placeate has been undertaken by the
sawmills to which the timber was sold.

The key role that the availability of grants andermpiums played in attracting
landowners into forestry, should not be undereggchaThe afforestation grant covers
all the cost of establishment and the majorityhafse planting already own the land so
do not incur the additional cost of land purchaseddition, many of those that afforest
do so on marginal land thus the opportunity costcafverting land to forestry is
negligible. In any case the annual premium, whelpaid for the first 20 years of the
rotation, ranges in value from 209 euro to 500 peohectare. Given that many Irish
farmers earn annual family farm incomes less tt@heuro per hectare the attraction of
the premium is clear. The tax-free status of atbme from forestry is an additional
incentive to afforest. Thus the owners’ investmeantsmall-scale forestry would be
considered minimal.

Despite the representation of farmers in privatedoy, there is very little integration
between forestry and farming in individual farm&eTforests are fenced for the whole
of the rotation. Much of the work undertaken in tbeest is done by contractors rather
than the owner thus further reducing the levehtdraction between the two activities.

A sizeable number of private forest owners are nembf forestry co-operatives which
evolved from dairy co-operatives. For example,\estern Forestry Co-operative and
20 farm-owner forest-producer co-operatives havwe nwer 2,500 members owning
16,000 hectares of forestry in over 4,000 smalhfaitons. A further co-operative
grouping, which stemmed from the Western Forestofo@erative, is the Forestry
Development Association in the Kilkenny/Waterforddis/Offaly region. This
association has over 400 members.

Because many landowners plant small areas, toteftmmomies of scale, better visual
layout, accessibility and marketing, the WesterreBwy Co-operative tries to get land
adjoining an existing plantation afforested to agbi a target minimum size of 20
hectares for a group. While this is developed as onit each farmer retains full

ownership of his/her plantation. It will be co-ardied by the co-operative for selling as
one unit in the interest of efficiency. A small nioen of the members of the Western
Forestry Co-operative are involved in joint forgslevelopments.
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2.4 Policy framework and production conditions

The primary piece of legislation that regulatesfiry in Ireland is the 1946 Forestry
Act. This legislation contains the provisions fdret promotion of forestry, the

development of afforestation, and the productiod anpply of timber. Its provisions

also cover the compulsory acquisition of land, éxtinguishment of easements, the
creation of rights of way and the introduction @fstrictions on cutting down and

injuring trees. The Act also deals with the licagsof tree felling and reforestation

obligations. The Forestry Act 1956 facilitates #oguisition of land for the purposes of
the Forestry Act 1946. The Forestry Acts, 1946 4886 are currently being reviewed
as they were enacted at a time when: the foreateestas smaller; timber shortages
following the Second World War required strict qohbf felling; and the environment,

amenity and multi-purpose forestry had not yet gmeéras important issues. The
National Forest Standard published by the Foresti@eoutlines criteria and indicators
relating to the national implementation of Susthladorest Management.

As highlighted earlier almost all afforestationireland is grant-aided. Receipt of this
grant-aid is subject to the adherence to stricirenmental protection controls. These
include a set of eight environmental guidelineatie) to interactions between forestry
and: water; the landscape; archaeology; biodiwersand aerial fertilisation. The
remaining three guidelines relate to forest hamgstnd the environment, forest
protection, and forest recreation. The Code of Bestst Practice describes for each
forest operation the best operational practiceotdntial adverse impacts. Grant-aid is
also available to the owners of private forests ifmodland improvement, the high
pruning of conifers, and the shaping of broadleaVé® building of roads within the
forest is also financially supported. Recently moees to establish woodland with
native species only, or to improve existing natweodlands have become available
under the Native Woodland Scheme.

Current Government policy is laid down in “Growifgy the Future: A Strategic Plan
for the Development of the Forestry Sector in mdlawhich was published in 1996.
Among the policy aims included in this plan was afforestation target of 25,000
hectares per annum to the year 2000 and 20,00@rpam in the period 2001-2030.
The Minister for Agriculture and Food recently apped consultants to carry out a
review of forest policy in Ireland. The report pused by these consultants has recently
been completed (Bacon and Associates 2004).

There is no research institution specifically datkd to small-scale forestry in Ireland.
However, research institutions such as COFORD haweed research into small-scale
forestry. The Dept. of Crop Science, Horticulturel d&orestry has undertaken some of
this research with COFORD funding. Teagasc (ThehlrAgriculture and Food
Development Authority) has also been engaged mares into small-scale forestry.

Formal education in forestry in Ireland at degreeel (full-time four year degree
course) is provided by one University — Universitgllege Dublin. Diploma courses in
forestry are available at two institutes — the Wfate Institute of Technology and the
Galway-Mayo Institute of Technology (three-yeat-firhe courses). The Forest Service
and Teagasc organise 20-hour training courses rigstfamperations. The courses are
open to private landowners who are planning torafibor have recently afforested part
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of their land. The agencies also organise a latgeber of field days at demonstration
forest sites. Currently, training courses in thimghhave been organised. Uptake of these
courses is generally poor with over 78% of privdeest owners surveyed by Ni
Dhubhéin and Wall (1999) indicating that they had attended any of these courses
and indeed had no formal education in forestryining for those wishing to work as
forest workers is provided through the Teagascegell Ballyhaise in Co. Cavan.

Teagasc employs 12 farm forestry advisors natignalio are responsible for forestry
extension.They provide a range of technical services to fasna@d organise field days
and demonstrations for forest owners in conjunctith the Forest Service.

The national state Forest Service currently empl@ysforesters. However they no

longer have a direct role in providing extensiorviees. Instead their role is to promote
forestry, to ensure plant health regulations anedgebserved and to audit existing

grant-aided plantations to ensure all that all emmental guidelines and the Code of
Best Forest Practice are being adhered to. ThesF&@ervice does however provide
extension services indirectly by providing funditwgother agencies, e.g. Teagasc, to
employ extension foresters and to provide trainptggrammes for private forest

owners.

2.5 Supporting and limiting factors for enterprise development in small-scale
forestry and barriersto entrepreneurship

Supporting factors

Availability of incentives. The availability of incentives in the form of esiaghment
grants and annual premiums makes it attractivéaftdowners to afforest land.

Existence of forestry co-operatives and associations. A number of forestry co-
operatives and associations have been operatinglamd for a number of years.

Presence of forest management companiess A number of long-established
management companies exist who offer forest owaessrvice, which includes the
establishment and early management of their far@stsncreasing number of these
companies will now manage the forest for a perigdto and including first
thinning.

Limiting factors

Size and location of small-scale forests: The majority of small-scale forests are less
than 10 hectares and located in inaccessible areas.

Lack of knowledge or experience of forest management: The owners of small-scale
forests have no inherited tradition or knowledgéooést management.

Economies of scale: In light of points 1 and 2 above it is difficult ®nvisage how
harvesting can be undertaken economically in setlle forests. Few forest owners
have the experience of harvesting timber and fewlavtnave the equipment to
undertake this work. The lack of economies of seadeld make harvesting within
these stands an unattractive option for harvestmgtractors especially as most
harvesting is mechanised in Ireland.

For a landowner wishing to afforest land therefave barriers to his/her involvement in
afforestation. As highlighted above there are idde@umber of factors supporting such
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a decision. On the other hand, for those wishinguchase land for afforestation, the
high land prices in Ireland are a barrier. For ¢h@sshing to develop an enterprise
based on the products of small-scale forests thierex number of barriers. The forests
are small and access is poor and harvesting theetiproducts in these forests presents
logistical and economic challenges. Also littl&kmown about the quantity or quality of
wood and non-wood products in small-scale forests.

One of the key areas of research in the area ofi-suae forestry is to identify the
most economic means of harvesting in small-scalkests and to identify the
appropriate marketing methods for the harvestedymts.

Annex to Part B: Organisations studying small-scale forestry and main
publications and information sour ces

Organisations studying small-scale forestry indnel include:

Teagasc - which provides integrated research, adviand training services for the
agriculture (including forestry) and food sectols.has also been involved in
research on farm forestry.

Western Forestry Co-operative Society Ltd - whibased on the forestry co-operative
movement in Denmark. It has a wide range of fumsidncluding undertaking
research into farm forestry.

Dept. of Crop Science, Horticulture and Forestnhe TForestry Section of this
department has been involved in research into ssoale forestry.

The primary publications and information sourcesnall-scale forestry are:

The Irish Timber Grower’s Assocations Forestry Yemk. Published every year, the
book includes statistics and information relatiogtivate forestry.

Forest Service, Department of Agriculture and Food.
(http://www.agriculture.gov.ie/index.jsp?file=fotegpages/index.xml).
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3 Wood-processing industries
3.1 State of theart and historical development

The historical development of the wood processimtyistry in Ireland was linked to the
availability of the raw material resource. The larda under forests has increased from
1% in the early decades of the last century to atm0% in recent years. In the first
half of the 28' century small privately owned sawmills processetgh percentage of
hardwoods. State afforestation programmes undertbikethe Forest Service focused
almost exclusively on planting coniferous speciesthe second half of the century
sawmills predominantly processed softwoods. Othan the Forest Service, which had
two small sawmills, the vast majority of mills wegpdvately owned. Currently there is
no primary processing undertaken by the State.akly owned sawmills are rurally
based and dispersed around the country.

In parallel with the growth in raw material suppéysmall number of privately owned
sawmills made substantial capital investments im@ry and secondary processing
machinery. An Irish privately owned chipboard plamts established in 1959. This was
subsequently acquired by Finsa in 1984, the lagpniSh owned board manufacturer.
Medite (now Weyerhaeuser) established a mediumitgefisreboard plant in 1983.
This was followed by the establishment of an oednstrand board (OSB) plant by
Louisianna Pacific and Coillte Teoranta in 1996.ill& which had a 35 per cent
shareholding, has subsequently acquired outrighteoship of the plant. Masonite, a
US based company, established a door skin manufagtolant in 1997.

In parallel with the increase in planting of conifes softwood species, the Forest
Service commissioned the Institute for Industriak®arch and Standards (IIRS) in 1964
to undertake research and development on a rang@ftefood species to ascertain their
physical and mechanical properties. This work tethe production of technical data to

international norms for the material. In turn, ti@ta were used to develop national
standards and were subsequently fed into the dewelont and production of European

standards (ENSs).

The introduction of National Standards for struatduimber grading and certification in
1988 necessitated the development and implementafigrading and quality control
systems in the plants. Training and certificationrses were developed for the industry
covering primary processing and manufacturing. @ualontrol systems for timber
grading, marking and manufacturing operations weegeloped. The training and
certification work was undertaken under the supsenyi control of the Timber Quality
Bureau of Ireland (TQBI), a representative body stdite, semi-state and industry
interest groups. Parallel quality control schemesenestablished for timber roadside
fencing and the use of timber in local authorityub® building programmes. The
training and certification work subsequently tramefd to the National Standards
Authority of Ireland (NSAI) in 2001.

Ireland participates fully at European level in C&Nvork on the development of
timber standards. A representative Timber Stand@uissultative Committee works
with NSAI on national and European standard devalm work. NSAI has also
established an advisory board comprised of indusfpyesentatives to assist and review
the ongoing range of timber training and certificatwork. The work ranges across
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sawmilling, board manufacture, preservation, phgmitary regulations, timber frame
manufacture, roof truss manufacture, timber fengmigery, etc.

3.2 Wood-processing industries

There are three primary categories of wood prongssilreland. They are:
* Sawmilling;

* Panel board manufacture;

* Furniture/Joinery.

Sawmills

There are approximately 70 mills in total. Most gmily owned businesses. Five large
mills dominate the sector each with single shifhual saw log processing capacity in
excess of 200,000 A further four medium sized mills have processigacity in
the region of 100,000 InThe processing capacity of the remaining millsigmificantly
smaller. The large and medium sized mills procegzaimately 90% of saw logs.
These mills only process softwood logs. The prinsggcies i®icea sitchensis

Saw logs are categorised into two categories -elargl small saw logs. The large saw
logs have a top end over bark diameter of 20 +Tme. top end diameter of the small
saw log is in the range 14 — 20 cm. Logs of 7 -ettop diameter are categorised as
pulpwood and are primarily used in panel board rfesture. The volume of saw logs
processed annually is a little over 2 million cubietres. Log harvesting is undertaken
in the main by harvesting contractors. A furtheX rhillion cubic metres of pulpwood is
generated.

Sawn timber output from the mills in 2003 was ire ttegion of 1.2 million cubic
metres. This was processed into four primary catego

» Construction timber;

» Pallet timber;

* Fencing timber;

« Decking, garden shed and garden furniture timberpoments.

The breakdown of sawn timber output is roughly 4@sstruction, 33% pallet and 22%
fencing, and 5% other. Turnover for the sector walse region of 270 million euro.

The domestic market is the primary market for Igstwn timber. Approximately 30%
of output is exported to Britain in the form of |ed) fencing, decking, garden shed and
furniture components. Residues, in the form of relelaips, sawdust and bark, represent
approximately 50% of output from logs. The cleaipstare used as a raw material by
the medium density fibreboard and hardboard dowor glants. Sawdust is used by the
chipboard plant and as a boiler fuel while the banrimarily used as a bark muilch.

In 2004 two of the large sawmills installed comhineeat and power (CHP) plants
utilising biomass from sawmill residues in the foahsawdust and bark. The first is
fully commissioned utilising heat for drying kilnsnd the excess energy is being
supplied as electricity into the national grid. Teecond plant which is due to be
commissioned in December 2004, will utilise heatr fdrying kilns and the
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production of pellets while the excess energy Wwél utilised to generate electricity
for the national grid.

Over the past 4 to 5 years the large sawmills ieees excess of 100 million euro in
primary and secondary processing facilities. Paratsearch and development work
was undertaken by larger sawmill companies. This taageted at the automation of
primary processes, increased volume throughputrovga added value and overall
efficiency within the plants.

Panel Board Mills

The panel board mills are regionally based achdossountry. The Weyerhaeuser MDF
plant with an output capacity of approximately 400 n, utilises clean chips and
pulpwood raw materials. The Coillte OSB plant hasoatput capacity of 350,000°m
and utilises pulpwood raw material. The Finsa cbgl plant with a capacity of
125,000 m utilises pulpwood, sawdust, chips and recycled&m The Masonite door
facings plant has an output capacity of 120,000amd utilises clean chips as its raw
material.

A high percentage of the output from the panel daaills is exported to the UK,
mainland Europe and beyond. Exports account for 8990% of OSB and MDF
production while for door facings they account forexcess of 90%. Approximately
50% of chipboard production is exported.

There are five panel board mills operating withie tsland of Ireland. They include an
MDF plant, an OSB plant, two chipboard plants amtbar facings plant. All are part of
a larger group employing in excess of 250 peopleeyTare therefore not classified
within the SME category. With the exception of 8B plant which is part of Coillte
Teoranta, the rest of the panel board mills are emlvivy multinational timber
companies. Employment within the sector is appraxely 1000 (TIDG 2002).
Turnover is in the region of 265 million euro panam.

Panel board mills are stand-alone operations larite They are not integrated as mills
are elsewhere in Europe. Over 300 million euro iwgssted in manufacturing facilities
in a ten year period (TIDG 2002). The companieseuiatte research and development
work and have established a successful track remfoimghovative product and process
development combined with efficient plant utiligati

The cost of freight and transport is an issue fishl board mills relative to their
European counterparts with better market proximitfransport represents
approximately 12% of the costs of the Irish boantisn{TIDG 2002). Energy costs
represent approximately 7% of overall costs. Unlkard mills elsewhere in Europe
with biomass-based power plants feeding into th#omal grids thus significantly
reducing the cost of power, Irish panel board mhldsre not as yet established power
plants on their sites.
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Furniture Manufacture

There are 409 companies in the furniture sectorl@yimy 6,615 people. The output
from the sector in 2003 was 570 million euro (athofacturing prices). Of this, 123
million euro was exported. The market size at fét¢ael was 1.3 billion euro of which
800 million euro was domestic furniture. The baklrneas contract furniture. Irish
manufacturing market share was 30% in domesticitiun and 50% in contract
furniture.

The key furniture sub-sectors are as follows:
» Living/dining/bedroom;

» Kitchen/bathroom;

* Bedding;

* Upholstery.

Changing market requirements demand high levelsinobvation from furniture
manufacturers. Larger companies undertake ongesegarch and development work on
new furniture ranges in response to changing fastiends and lifestyle needs.

3.3 Wood processing industries practices

In sawmilling there has been a transformation otpssing capacity and efficiency over
the past 4-5 years. High levels of investment itomated primary and secondary
processing have created sawmilling facilities om w#gh some of the best mills in

Europe. The emphasis is on volume throughput, logildyand market value

optimisation. As shown earlier, the primary catég®rof sawn timber produced are
construction, pallet, fencing and garden timber gonents. Sawn timber products
compete with imported timber from Scandinavia, Betics, Russia, Germany and
South America in both the Irish and British markdtaported timber is generally

purchased through Irish or British based timbernégeacting on behalf of overseas
producers on a small commission basis.

The value added machined timber end of the marketl un areas such as flooring,
joinery and furniture manufacture is dominated mmpaorted timber. Fast growiicea
sitchensisis unsuitable for use in these areas. However,esormor softwood and
hardwood species such Bseudotsuga menzigsRinus sylvestrisLarix spp., Fagus
sylvaticg Acer pseudoplatanuQuercusspp, etc are used. The volumes are low and log
supply is fragmented. Some of the small sawmillscggdise in processing the minor
species. Coillte Teoranta, the Irish Forestry Bpaabrdinates the limited supply of
sawn timber from some of the mills. It kiln drieadamachine finishes the timber.
Employment within the mills is in the range of 2-{i@ople. These small family-owned
mills are spread across the country. In relativense the volume output from these
mills is very low. The sawn products produced aemegally used to service niche
speciality market needs within areas such as funaitjoinery, flooring, wood cratfts,
etc.

Sawmilling capacity currently exceeds sawlog supplgproximately five per cent of
sawlog raw material is imported from Scotland. @®iTeoranta supplies approximately
seventy per cent of sawmiller's needs. The balaacsupplied from The Northern
Ireland Forest Service and private growers.
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High levels of investments were made in large aediom sized sawmills in automated
processing and optimisation machinery and equiprogat the past five year period.
Further investment is now being made with the itegtan of combined heat and power
(CHP) plants in some mills. Research and developmeninnovative process and
product development in both sawmills and boardsmslongoing.

Market prices are dictated by a number of fact8eswvn structural timber is to a large
extent dictated by the Scandinavian timber pricethenmarket. Irish timber is generally
about three per cent below the Scandinavian pRe#iet and fencing timber prices are
driven by competition between Irish, Baltic and Blian suppliers and competitive
pressures amongst manufacturers. In the board memuhg sector, prices are
determined by supply/demand in British, Europeath global markets.

3.4 Policy framework and production conditions

In 1996 a strategic plan for the development of fiwestry sector in Ireland was

published (Growing for the Future: A Strategic Plam the Development of the

Forestry Sector in Ireland). It recommended thaldisthment of a Timber Industry

Development Group (TIDG) to report on the downstreside of the industry. The

TIDG was established in 2000 with terms of refeeettcmake recommendations for the
optimum development of the industry sectors whiatpss and market Irish wood and
non-wood forest products, and to identify econommarketing, technical and

infrastructure issues that impact on the abilityhe sector to improve competitiveness
and to capitalise on opportunities presented by Nh&onal Development Plan for

forestry.

The TIDG report was published in 2002. The repavtiewed the forestry and
processing sectors together with markets for Itistber. It identified challenges and
opportunities and made recommendations for the feayard into the future. The
optimum utilisation of the available wood resoumeer the coming decades in a
manner that builds an internationally competitipegfitable and sustainable industry
was a primary strategic objective. It recommendied $cale be built across the industry
through a combination of capacity utilisation, calidation, strategic alliances, joint
ventures, acquisitions, international expansion @y@perative initiatives in areas such
as R & D, marketing etc. A common R & D policy fesed on competitiveness, market
development and customer satisfaction was recomeaend

A TIDG steering group was established to direct amdrsee the broad research and
development work involved in the production of H®G report. A working group was
also established to undertake the initial researchanalysis necessary to facilitate the
TIDG steering group in its deliberations. The StegerGroup membership included
representatives from Government Departments ofrgnse Trade and Employment,
and Marine and Natural Resources, Coillte TeoraBt#gerprise Ireland, COFORD,
Irish Timber Council, Irish Timber Growers Assoaat, Irish Timber Trade
Association, National Furniture Manufacturers Asabon, SFADCO, Udaras Na
Gaeltachta and a panel board manufacturer.

The above Government Departments, state agenctkdiraber trade representative
bodies together with third level universities atleges are the primary institutions that
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influence policy and direction in wood processiNgtional and international standards,
market requirements and conditions are importansiderations in formulating sectoral
and sub-sectoral policies and strategies.

Development assistance is provided to companiesugifvr semi-state development
agencies such as Enterprise Ireland, SFADCO, UddéaaGaeltachta, Local Enterprise
Boards and COFORD. Financial support is providedrésearch and development,
human resource (HR) development, training, managenuevelopment, mentor
programmes, feasibility studies, etc. The NatioSshndards Authority of Ireland
(NSAI) implement product certification schemes $dructural timber grading, timber
preservation, roof truss manufacture, timber fram@nufacture, phytosanitary plant
health compliance for timber pallets and packagetg, The NSAI also provides lIrish
Agreement certification for products and compondhts satisfy stringent test and
analysis to determine their end use suitability. M®AIl Timber Standards Consultative
Committee with representatives from the timber @scttrade associations, state and
semi-state bodies work together on the developroémtish standards and European
norms. A similar representative advisory body waskth NSAI on the timber training,
certification and quality control programmes.

3.5 Supporting and limiting factors for enterprise development in wood processing
industries and barriersto entrepreneur ship

Some of the primary supporting factors are as fedto

Business Environment: There is a good business environment and thergaod
business supports within the country.

Integrated Industry: The industry is integrated from log supply to saling, HP,
board manufacture, pallet, fencing, etc.

Domestic Market: There is a strong domestic market with record Ewél house
completions.

Export Markets: Large volumes of sawn timber are exported to BritAi one-day
delivery service is provided on a roll on/roll dfésis. Board products are exported to
European and world markets.

Capital Expenditure: High levels of capital expenditure have generatedgssing
efficiencies on par with international norms.

Some of the primary barriers to entrepreneursteparfollows:

Capital Intensive: Primary sawmilling, board manufacture and secongsogessing
are highly capital intensive.

Raw Material Supply/Cost: The volume of raw material is relatively low comgerto
other European countries. The cost of the matesiain issue between processors
and suppliers. The volume of sawlogs projected 2004 is 3.1 million m and
pulpwood 0.8 million M (TIDG 2002).

Sawmilling Capacity: Large investments in primary processing createdesoner
capacity within the sector. This created increasethpetition for raw material
supplies.

Cost Base: The cost of labour, insurance, energy, services ae¢ relatively high.

Environmental Regulations: Compliance with environmental regulations can add
significantly to the establishment and on-goingt€os
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High Penetration of Timber Imports. There is a high level of sawn and machined
timber imports into Ireland from suppliers in Scearadia, the Baltic countries,
Russia, Germany, France, US etc. Importers seelpetitime advantage on price,
guality and continuity of supply.

Irish Raw Material: The dominant species in IrelandRgea sitchensislt represents
more than 80% of the volume output from Irish ftsedt is a good sawlog for the
production of structural, pallet and fencing tingdt is also a good species for use
in the production of panel board products. Howedag to the characteristics of the
timber it is not suitable for machine finishing guexts such as timber flooring,
architrave, skirting, panelling, door framing, jery, interior furniture, etc. The
supply of minor species such harix X eurolepis,Pseudotsuga menzieskjnus
sylvestris Quercusspp.,Fraxinus excelsiorFagus sylvaticeetc is fragmented and
not of a scale to support large scale manufactuopeyations in the above areas.
Supplies of Irish grown minor species are suffitiensatisfy the needs of smaller
scale manufacturing enterprises.

Annex C: Organisations studying wood processing industries and main
publications and information sour ces

The primary research institutions undertaking regeavork for the timber sector
include University College Dublin, University Calje Galway, University of Limerick,
Dublin Institute of Technology and Regional TeclahiColleges around the country.

Education and training is provided by the colle@isged above. Dedicated education
and training is also provided by FAS, The Indusffiaining Authority, The Institute of

Wood Science through distance learning programmeshy the National Standards
Authority of Ireland (NSAI). In-house company traig is provided by a range of
specialist consultants.

NSAI provides certification and monitoring servicesross a range of activities
including timber grading, roof truss manufactuimber frame manufacture, roadside
and farm fencing and timber in Local Authority himgs It also provides a wood pallet
and packaging phytosanitary monitoring scheme & rédguirements of the FAO of
United Nations (ISPM) No. 15.
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4 Non-wood forest products and services
4.1 State of theart and historical development

Since the expansion of forest cover in Ireland fradow of just over 1% of the land
area at the beginning of the"™26entury to a current 9.7% (2002) of the land afiee,
emphasis in state forest policy has been on tinpbeduction. There has been little
emphasis on the development of the non-wood predaictl services that forests can
supply. The private forest estate in Ireland isywssung, as highlighted elsewhere in
this report, and the primary objective of forestnagement in private forests is timber
production. As a result there is little, if any,maewood products and services being
produced in private forests. At the same time theneo tradition in Ireland of using
non-wood products. For example, berry picking angsimmoom picking in forests are
not routinely carried out by the general publionfarly, there is no tradition of deer
hunting in Ireland. Thus non-wood forest productd aervices are limited in Ireland to
forest recreation, Christmas tree production (sewe study 1) and forest foliage (see
case study 2).

The common law in Ireland is that one cannot entdp anyone else’s land without

consent. If one does it is considered trespasss Tunlike many other European

countries there is no “right to roam”. If forest w&rs opt to allow access to their forests,
they could be liable for injuries incurred by visi to the forest either for recreation
purposes or to pick berries etc. Some protectioprazvided to landowners without

insurance under the Occupiers Liability Acts 1988 4997.

Statistical information on non-wood products andvises in Ireland is very limited.
The following however are some useful websites:
Christmas trees:
www.real-irish-christmas-trees.com
www.kildarechristmastrees.com
www.coillte.ie
www.emeraldgroup.ie
Recreation:
www.coillte.ie
www.teagasc.ie
Foliage:
www.coford.ie

Only a small number of organisations are involvedhe study of non-wood forest
products and services. Teagasc has been involvexs@arch on the foliage industry in
Ireland. Some research on recreation has beentakdarby COFORD estimating the
value of recreation as well as visitor numbersaséts in Ireland. COFORD has also
funded research on Christmas trees. A project, faisged by COFORD, reviewing the
markets for non-wood forest products has recemgnicompleted (Collier et al. 2004).
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4.2 Case studies of successful marketing strategies

Case study 1: Christmas tree production

The Christmas tree industry has grown dramaticaler the past 20 years. The
suitability of the Irish climate for growing conife gave rise to the development of a
commercial Christmas tree sector in the 1970s &804 The sector expanded in the
1980s when farmers and other businessmen startegkoww Christmas trees for
investment purposes. The older Christmas tree famensg to be located in hilly,
mountainous areas where land quality is poor. Hanethose established since 1990
are located on better quality land. The intentiaswo produce good quality trees for
export on these farms (Bord Glas 2003). In 2002rehwere an estimated 600
commercial Christmas tree growers of which fivengfeéhristmas trees on a large scale.
Coillte Teoranta is one of the top growers. In ltdteere were 4000 hectares under
Christmas trees and the total farmgate value ektrarvested was estimated to be 7.5
million euro (Bord Glas 2003). The most common sgegrown areAbies procera
(60% of sales)Abies nordmanniandPinus contorta(30% of sales).

The market for the Irish Christmas tree industny ba divided into two categories. The
first of these involves trees of moderate qualitpwn on small-scale sites as a
subsidiary enterprise (Ryle 2000). These treessaitable for the Irish market, which
amounts to 400,000 trees annually. The second aategvolves high quality trees
grown on a large scale by about five landownergséhenterprises exported trees worth
approximately 4 million euro in 2002 to the UK, @mmny, France, Belgium,
Netherlands, Switzerland and Italy. However, thiehlmarket is currently saturated and
this has led to a downward pressure on pricestdmaency is for increased demand for
high quality trees and it is becoming increasirdjfficult to sell low-grade trees.

There is no regulatioper sein the industry which is one reason why good stias on
the industry are limited. Furthermore, there is aemtral body responsible for the
industry. While the Irish Christmas Tree Grower’'ssaciation was founded in 1991,
only 80 Christmas tree growers are members.

Christmas tree growing is treated like any otheestry enterprise in Ireland in that the
profits accruing from forestry are exempt from ime tax. However, unlike

afforestation for timber production, no grant-aighcéntives) is available for the
production of Christmas trees.

In most Christmas tree farms, the owner and hisgngployees are responsible for all
the planting, harvesting and marketing of the tréBsere is no evidence of joint
ventures or networking within the industry (withetlexception of the exchange of
information that occurs as part of being a memib&ihe Irish Christmas Tree Grower’s
Association).
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Case study 2: Foliage production

The Irish foliage industry commenced in 1993 and geown steadily to over 150
hectares in 2003. The value of production in 20@3 .0 million euro of which 80%
was exported. Industry estimates that this figundd rise to 300 hectares by 2006. The
main cultivated foliage species includucalyptus Pittosporum and Viburnum A
significant proportion of the foliage exported isldvor woodland foliage. The main
woodland species ambies proceraPinus spp. andBetula spp. withRhododendron
being the main wild species.

There are an estimated three companies involvéat@st foliage, all based in the south
of the country. The enterprises are owner/familyness and all would be considered
SMEs. The largest accounts for over 70% of thd ta@tiue and employs 50 persons. All
foliage is harvested by hand with workers paid qmege level arrangement.

The area involved in cultivated foliage productisnprivately owned and there is no
general access to the public. Wild and forest f@igs harvested from private and state
owned properties. In the case of the latter, onstrabtain a licence to harvest and the
harvested foliage is certified.

No formal links exist between the various compatiesan interagency co-ordination
group was formed in 2002, Foliage Ireland. It cosgs representatives from Bord Bia,
Teagasc, Enterprise Ireland, County Enterprise @oand industry representatives.
This group oversees the orderly and professionaleldpment of the industry.
Contractual arrangements are in place with hamnvgstompanies and landowners.

4.3 Conclusions: Supporting and limiting factors for enterprise development in
non-wood forest products and services production and barriers to
entrepreneur ship

The supporting and limiting factors for enterpridevelopment in NWFP and the
barriers to entrepreneurship vary from product iedpct. These factors are therefore
outlined separately for the three primary NWFP meldnd, namely recreation,
Christmas trees and forest foliage.

Recreation
A recent report (Collier et al. 2004) on the NWHlustry in Ireland identified the
following factors as hindering development in tbeekt recreation sector:
* The lack of data on the current level of partidipatin and demand for forest-
based recreational activities;
* The cost of public liability insurance for forestioers;
« The free access to state forests enjoyed by therglepublic which limits the
development of commercial amenity activities insthand private forests.

The low population density in Ireland is also ailing factor to enterprise development
in forest recreation.
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Christmas trees

Many Irish landowners got involved in Christmasetpgroduction in the late 1980s and
1990s on very small areas of land. Maintaining gule@ supply of trees from such
small farms is difficult but is a vital requiremeahimarkets are to be maintained. Some
of these owners did not have the expertise therasetw available to them, to produce
the quality tree that is required for the markedn€equently many of these trees will
not be harvested. For those wishing to enter trenbas of Christmas tree growing
technical advice or extension services are notl@val The lack of silvicultural skills
among Christmas tree farm owners and the limitedlahility of extension services are
the key limiting factors for enterprise developmehturther limiting factor is that the
main tree species used in Ireland for ChristmassirBbies procera is site type
specific. There are few areas in Ireland with tkeeption of the Leinster where it is
possible to grow high qualitbies procera

Forest foliage
Foliage production and processing is a viable ent& if carried out on a large scale —

a minimum size unit of 10 ha is necessary. Therensrmous competition for the
commodity product in the market which is impactisgriously on price and
subsequently returns. Important factors includees€¢o market and up to date market
information. Investment in foliage is made for arked 3 to 5 years away. Therefore
market intelligence including future trends is kitAn important factor affecting the
competitiveness of foliage production is the needthy ahead of competition in terms
of volume supply as ‘new’ species and in turn ‘ne@ral products are regularly
introduced. The market for foliage is very buoyantd responds immediately to the
supply of innovative, quality produce grown in astsunable and environmentally
conscious manner. This must be maintained and pimhesd by a comprehensive
research programme with sensible production andtetiag strategies.

The key barrier to entrepreneurship in foliage pathn is the high capital investment
required for cut foliage establishment and the langin period before any real income
is realised. This can vary from 3 to 5 years dependn species and is particularly the
case with cultivated ornamental species. The ldclkotid data on management of
forests for foliage production is limiting the déwement of the business. Certification
and licensing can also impact.

Research requirements

There is a variety of research questions relatig§\WFP that need to be addressed. For
example, more information needs to be collectethose who currently use forests for
recreation purposes. The market demand for neveagonal facilities also needs to be
investigated. Research is seen to play a key roldeveloping the foliage industry.
Teagasc and the foliage industry are involved imioer of research projects (see
www.teagasc.ie). However, those in the industry ldoacknowledge that further
technical research in the areas of foliage prodacsind processing is critical for the
future. There are threats from new pests and diseagPhytophtera ramorugPsyllid
insect pest orPittosporumto name but two. Environmental pressures are rigrthe
industry to examine alternative methods of weedroband adopt biological methods
of pest control. Collaborative research with coestiwith a vested interest in foliage
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production on topics such as the biological conwbl Psyllid on Pittosporum is
required.

New forest and associated ornamental species oeee identified to satisfy a hungry

and competitive market. Already, market researatwsha demand exists for foliage

from a range of forest species and other non-wooduyzts including mosses, lichens

etc but there is limited solid scientific informai available on the impact of harvesting
foliage from a number of these potentially suitafideest species and products. In
respect of mosses, there are environmental conoertise sustainability of harvesting

in the woodlands in the long term. Furthermoreréheeeds to be a management
protocol for foliage production developed for indiwal species and this can only occur
if research is carried out.

Continuous market intelligence is critical to emsthat the development of the foliage
industry progresses in an orderly and professiomahner. The market for foliage is
continuously changing as new products such as kmscgand gifts continue to be
developed and this impacts dramatically at the arymevel where specifications on
products can vary from one season to the next. dhége can only be dealt with
effectively if there is good research and develapineking place.

COFORD has been involved in research on some didfieelements of Christmas tree
production (Hendrick 2002). These include a stutlgable fir provenances, a study of
serious diseases in noble fir, as well as a stdidigld methods to reduce the severity of
current season needle necrosis (CSNN). Furtheramgseneeds to undertaken on
species/site type interactions; provenance seledtioAbies proceraand nutrition
requirements of Christmas trees.
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5 Forests and owner ship
5.1 State of theart and historical development

Ireland was once covered by forests, which devel@iter the last Ice Age. However,
the clearance of these forests for agriculture andupply fuel and raw material for
industry left just over 1% of the land area undeme$t at the beginning of the 20
century. In the aftermath of the First World Wae trategic importance of having an
ample domestic supply of timber was highlighted,pkasising the need for an
afforestation programme. However, in an effort tswre that land fit for agriculture
was not afforested, the Department of Agricultutaced a ceiling on the price that
could be paid for land for forestry. This policystected not only land acquisition rates,
and consequently afforestation rates for the falhgwiifty years, it also influenced the
type of land afforested. The majority of the fosesstablished by the State between
1920 and 1980 were located in upland areas or glabd, on land marginal for
agriculture.

While state grants were available for private foxeffom 1930, planting by the private
sector was negligible until EU grant-aid for affstation was introduced in 1981. The
introduction of compensatory payments in 1987 &downers who afforested and the
Forest Premium Scheme in 1990 accelerated priVatgipg rates (Figure 1). In 1989
afforestation by the private sector exceeded stifdeestation for the first time and this
trend has continued to the present day. Overatiredtation rates peaked in 1995
(Figure 1). The fall in private planting rates srtbat time has been attributed primarily
to agri-environmental subsidies available to fasnender schemes such as the Rural
Environment Protection Scheme. These subsidies ¢érav@uraged farmers to keep land
in agricultural use rather than forestry.

In 1989 Coillte Teoranta, a semi-state company, @sablished and it took over the
ownership and management of state forests. Affatiest by Coillte Teoranta has
however been limited especially since 1996. Thidus to a decision of the European
Commission that Coillte Teoranta is a public enaityd as such could not claim the
forest premium. As a result much of the afforestatby the company in the past eight
years has been in the form of joint ventures vatimiers.

The total growing stock in Irish forests is estigthto be 50,859,000 hoverbark. The
average growing stock is low at 74me?, as a result of the age-class structure of the
forests. Just over 50% of the productive foresitess less than 25 years of age.

Timber production from Irish forests has reflectbe trends in planting rates. As a
consequence of the afforestation programmes a2@ieentury timber harvesting from
state forests has increased from 300,000irm1970 to over 3 million Fin 2001.
Reflecting the relatively recent emergence of &agte forest sector, timber harvesting
in private forests is almost non-existent at presbat is expected to rise to over 1
million m® annually by 2015.

Direct employment in forestry peaked in the 1950semv over 5,000 people were
employed in state forests. Despite the high aftates rates over the past 15 years,
employment in forest establishment, managementhamndesting has fallen to 3,780
(Phillips 2003) as a result of increases in labguoductivity and increased

mechanisation of forest operations.
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5.2 Forest Resour ces

Fifty-eight percent of the forest area is owned amahaged by Coillte Teoranta. A
detailed inventory of these forests is availablee Temaining 42% of the forest area is
privately owned and the last complete inventorytloé private forest estate was
undertaken in 1973. The Forest Service is curredtyeloping a national forest
inventory using a systematic sampling system based 2 km by 2 km grid of the
country. It aims to complete the inventory by 2086t withstanding the absence of a
detailed national forest inventory, Coillte Teommgublishes forest statistics and the
Forest Service publishes summary national foresistits on an annual basis. The
latest national forest statistics indicate thatehis a total of 639,330 hectares under
forest with a further 41,000 hectares of other wambthnd (Table 3). In the past five
years an annual average of 0.32% of total agrialltand has been afforested.

Table 3. National Forest Statistics - Ireland

Overall 1900 1920 1950 1970 1980 1990 2002
Total land under forest
and other wooded land 100,000 70,000132,935 302,665 390,38381,215 680,330

Predominately Coniferous 3,000 3,20(62,935 216,665 290,383873,815 528,008
Predominately Broadleaved 65,500 34,300 37,000 39,000 45,00050,400 82,972
Mixed Forest 1,500 1,500 5,000 7,500 15,000 17,000 28,350
Other Wooded Land 30,000 31,008,000 39,500 40,000 40,000 41,000
Public 1900 1920 1950 1970 1980 1990 2002
Total land under forest

and other wooded land 300 2,100 53,565 213,979 294,98346,446 397,360
Predominately Coniferous 0 30041,265 198,479 274,98324,646 370907
Predominately Broadleaved 300 1,800 4,300 6,000 6,500 7,000 9,053
Mixed Forest 0 0 2,500 4,000 8,000 9,000 10,800
Other Wooded Land 0 0 5500 5500 5,500 5,800 6,600
Private 1900 1920 1950 1970 1980 1990 2002
Total land under forest

and other wooded land 99,700 67,900 79,370 85,500 95,400134,769 282,970

Predominately Coniferous 3,000 2,90Q1,670 15,000 15,400 49,169 157,100
Predominately Broadleaved 65,200 32,500 32,700 33,000 38,500 43,400 73,920
Mixed Forest 1,500 1,500 2,500 3,500 7,000 8,000 17,550
Other Wooded Land 30,000 31,002,500 34,000 34,200 34,200 34,400

Forests where broadleaves are the dominant spectesint for 12% of the total forest

area. However, broadleaf forests comprise only 202%oillte Teoranta’'s estate, while

the percentage of broadleaves within private feresstnuch higher (i.e. 26%). The low

representation of broadleaves within Coillte Tetmanestate is partly explained by the
relatively poor quality land that the company intezt, which was not suitable for the

production of quality hardwood. On the other hahe, better quality land afforested by
the private sector in recent years and the avétialmf higher annual subsidies for

broadleaf planting help explain the higher ratdéfadleaf planting by this sector. The
Government broadleaf planting target has beentsgd% of total annual afforestation

by the end of 2006. The Forest Service is curregxlgmining the actions necessary to
reach this target.
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The dominant species in Irish forestdisea sitchensisiccounting for 66% of Coillte
Teoranta’s estate. The species also dominatesimprikiate sector although the exact
proportion will not be known until the national &st inventory is completed although it
continues to account for almost 60% of afforestatithe dominance of this species can
be attributed to the relatively poor land that wasilable for afforestationPicea
sitchensiswas, and continues to be, particularly suitedhi mnoist Irish climate and
thrived on the wet mineral soils, achieving averggawth rates of 16 tha‘an®. The
average yield class d¥icea sitchensifias increased to 18%na‘an’ in recent years.
This rate of growth, which is the highest in Eurodees have implications for wood
quality and results in trees with a high proportminjuvenile wood. This limits the
ultimate applications for the timber. HowevBi¢cea sitchensig an extremely versatile
timber and is suited for a wide variety of end-usash as structural timber, fencing,
and pallet wood. As a consequence of the fast dgroates the typical rotation féticea
sitchensiss 44 years. Almost all forests in Ireland carclassed as high forests and the
majority is managed for timber production using ¢hear cutting system.

Resource based factors supporting or limiting @miee development in the forest
sector in Ireland

Supportingfactors

Increase in the forest estate: Current governmiamspare that the area under forest
should rise from a current 9.7% of the land arek7% by the year 2030. While it is
unlikely that this target will be reached, the aveaer forest will certainly increase
substantially.

Increase in the supply of roundwood: As Coillte feeia’s estate matures, harvesting
levels will increase. Similarly, output from prieatorests is expected to rise. Recent
forecasts indicate that timber production will isase to almost 5 million hby the
year 2015, assuming that harvesting is undertakenivate forests.

Limiting factors

Species distribution: Species distributions in bibte public and private forest estates
are dominated b¥icea sitchensisThis imbalance is not expected to change in the
short-term although there has been, and will coetito be, an increase in broadleaf
planting and a slight decline in the plantingRi€ea sitchensisHowever, for the
foreseeable future, the output from Irish forest womprise primarily Picea
sitchensis This over-reliance on one species, particularg evhere the end-use
options are not as broad as other species, ancevapgortunities for adding value
are limited, is a concern. It also makes the dgraknt of enterprises using species
other thanPicea sitchensiglifficult due to the limited and irregular supplyhe
species distribution and the type of silviculturabnagement also restrict the
potential non-wood forest products that can be yced in Irish woodlands.

Lack of national forest inventory: The current lagka national forest inventory is
another barrier to enterprise development. Howewnih, the anticipated publication
of such an inventory in 2007, this barrier will mmoved although only national
statistics will be produced.
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3. Wood quality in private forests: Private foresivners have effectively been
responsible for all broadleaf planting in recenange However, these owners have
no knowledge or experience of forest managemenindst instances they have
contracted management companies to undertake tablissment of their forests.
The management of broadleaf species requires muwrk mtensive management
than that of conifers especially if wood of highatity is to be produced. There are
very strong concerns about the quality of managémehese woodlands and about
the resulting wood quality.

5.3 Forest owner ship

The 282,970 hectares of private forest can beifikgss non-industrial private forests
or small-scale forests. The majority of the arég400 hectares) planted prior to 1980 is
in the hands of large estate owners who had aitvadif tree planting. Post 1980 (and
post the availability of EU grant-aid), the privdteests planted (i.e. 187,570 hectares)
are most commonly owned by farmers. The averageddiprivate holding is estimated
to be 10.61 hectares (based on available data 1@®0 to 2002). Coillte Teoranta’s
estate is currently divided into 36 managementsugiving an average management
unit size of 10,732 hectares.

There is no tradition in Ireland of forest ownepshy municipalities, churches, industry
etc. Forest ownership is therefore limited to theteS(i.e. Coillte Teoranta) and private
landowners. A very small area of state forest @,82ctares) is managed by the
Department of Environment, Heritage and Local Goment. Most of this forest is in
National Parks and harvesting is restricted indlegas.

There is no tradition of collecting non-wood forgsbducts in Ireland. Thus, while

Coillte Teoranta-owned forests are open to the ipulihe use of the forests by the
general public is limited to recreation and licahskeer hunting. “Everyman’s right”

does not apply in Ireland and thus the generalipuld not have access to private
forests. Ownership based factors supporting ottilagnienterprise development in the
forest sector in Ireland

Limiting factors

Lack of organisational structures in private forestry: The private forest estate is
owned by an estimated 17,000 private forest ownéfgile some of these are
members of co-operatives or associations, the wagbrity are not. This lack of
organisational structure in private forestry makéesdifficult for a potential
entrepreneur to source suppliers of roundwood.

Monopoly in supply of roundwood: As a consequence of the skewed age-class
structure of private forests, the major supplierafndwood is, and will continue to
be for some time, Coillte Teoranta. Thus entrepuesiewho would require
roundwood would be restricted in their ability tegotiate price levels.
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5.4 Main problems and research questions in forest resources and ownership for
enter prise development in the forest sector

Irish grown Picea sitchensigsimber has size and strength characteristics rieate it
unsuitable for certain construction uses. At theesdime, the species dominates the
Irish forest estate. Research and developmenbihtr applications, such as engineered
products, could increase the scope of the marketighavailable to Irish sawn timber.

Many private forest owners have planted broadleaResearch needs to be undertaken
into the silviculture of broadleaves. The resulfstlois research should be made
available to private forest owners.

The development of an appropriate organisatiomatstre for private forest owners is
imperative. The various organisational structuhed exist in other countries need to be
investigated and their suitability for use in lredeassessed.
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