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Foreword

A

Farmers have a central role in the development of the forest sector in Ireland. AlImost half
of the national forest resource belongs to private forest owners and their role as timber
suppliers is increasing day-by-day.

Ambitious production targets have been forecast for the private sector in the coming years
and farmers face a significant challenge to mobilise the timber resource to achieve these
targets. The sustainable management of the farm forestry resource offers considerable
economic and environmental benefits for forest owners and the rural economy.

It is vital that forest policy supports forest owners to realise the potential of the sector and
overcome the barriers to bring the resources to the marketplace.

Forest cooperation between forest owners offers enormous promise to create opportunities
for forest owners to share information, pool the management and market of the timber
resource, hire expertise collectively or to develop new local value added markets, particularly
in the emerging wood energy market.

This guide aims to provide practical advice and information to illustrate how private forest
owners can cooperate either formally or informally to improve the efficiency of the wood
supply chain and maximise the financial return to forest owners.

Forest owners’ working together holds tremendous promise to increase the economic
viability and long-term sustainability of the private forest sector.

v

Pat Hennessy
IFA Farm Forestry Chairman






Chapter 1: The Challenge Facing the
Farm Forestry Sector

The private forest sector now accounts for 46% of the national forest estate or 5% of total
land area of the Republic of Ireland. There are approximately 19,500 private forest owners, of
which 84% are classed as farmers and they manage approximately 340,000 hectares.

The majority of private forests have been established in the last two decades, with many of these forests now
approaching first thinning stage. A recent COFORD study shows that net production from privately owned forests will
increase to 2.95 million m3 by 2028, this represents an eightfold increase in production over present levels®.

The full production potential of the private forest resource is not currently being realised, with a significant gap between
potential supply and actual output from the sector. Forest owners face a variety of challenges to manage and mobilise
this resource: lack of forest road infrastructure, suitable harvesting equipment, lack of knowledge and risk of windblow.

The biggest challenges facing private forest owners is to manage the large number of small and fragmented forests. The
average holding in the private forest sector is 9 hectares and is often in dispersed locations. Smaller forests are more
difficult to sustainably manage due to higher costs. For example, potential contractors and buyers are less interested in
managing smaller forests as they produce less timber volumes, yet the cost of harvesting and transportation is high.

There is strong demand for a guaranteed consistent supply of timber from the private forest sector. Farmers face a
significant challenge to coordinate timber production to satisfy the growing market demand and take advantage of the
value added opportunities in the market, particularly in the wood energy sector.

One of the most promising approaches to addressing the challenges faced by private forest owners in Ireland is for forest
owners to work together to collectively manage their forests. Forest owner cooperation initiatives can vary from informal
management agreements between neighbouring forest owners to legally incorporated cooperatives.

This guide has been developed to introduce several ways that forest owners can work together to organise and empower
themselves to improve the management and profitability of their forest enterprise.

1. Roundwood production from private sector forests 2009 — 2028. A geospatial forecast. COFORD (2009).




Chapter 2: Forest Owner Cooperation

This chapter outlines the benefits for forest owners of working together to more efficiently
manage and mobilise the farm forestry resource. The forest owner organisation is a proven
structure to organise individual forest owners and optimise the benefits of their forests.

Forest owners have a long history of cooperating, both formally and informally in other parts of the world. For example,
in Sweden forest owner cooperatives buy logs and standing timber from members to sell to sawmills at negotiated prices
that individual forest owners could not achieve.

What is Cooperation?

The word cooperation refers to a variety of formal and informal ways that forest owners can work together for their
mutual benefit. Forest owner cooperation can be as simple as providing moral support to one another when tendering
or just sharing information, alternatively it can extend to the creation of a formal cooperative organisation, which
jointly manages forest resources to increase the economic return for individual forest owners. Collaborative working,
particularly when done through some type of formal structure, is a powerful way of sustainably managing small forests
and increasing marketing opportunities.

Forest owners can cooperate in a variety of ways and for a variety of reasons:

Why Work Together?

The benefits of working together are well recognised in all sectors of the economy but particularly in land-based sectors
such as agriculture and forestry. This neighbour-to-neighbour approach can provide trustworthy information as well as
low cost and high quality management services. Working together allows individual forest owners to pool the physical
and intellectual resources of individual forest owners to achieve economies of scale. Working together breaks down
many barriers and enables forest owners to access new customers and markets, which offers new business benefits.

10 Reasons Why Working Together is Better




Chapter 3 : Type of Forest Owner
Organisation

This chapter introduces different models for cooperative working to assist you to decide
which model is most appropriate. All the models presented below are just that — models. It is
important that the structure established is tailored to the specific goals of your business.

Itis strongly recommended that groups get professional advice prior to establishing any formal forest owner
organisation.

Informal Organisations

A group of forest owners, typically neighbours, agree to informally use or manage their forests collectively. There tends
to be no organisational body or central control. They work through informal agreements and specific duties may be
written into contracts or guidelines. Informal arrangements between forest owners are common throughout Europe. The
choice of informal organisational arrangement depends on the local situation and individual forest owner demands.

Informal Organisational Types

Table 1. Examples of informal organisational types

Formal Organisations

A group of forest owners agree to formally use or manage their forests collectively. There is an organisational body and
various levels of central control depending on the demands of the group. All formal producer organisations have some
shared characteristics: they are rooted in rural areas, they are member-based organisations, they have a democratic
structure that allows members to control the operation of the organisation and they have an economic function.

Incorporated entities such as cooperatives, societies or limited liability companies enjoy limited liability protection by
the fact they are incorporated. In general this means that officers, directors and members of these entities are not held
responsible for monetary liabilities of the organisation. Informal forest owner organisations do not have this protection.

1. Cooperatives

One of the best known type of formal producer organisations is the cooperative, an “autonomous association of persons
united voluntarily to meet their common economic, social and cultural needs and aspirations through jointly owned and
democratically controlled enterprise” (ICA 2010).

A forest owner producer cooperative is where the producers of timber and other services own and manage the
cooperative for the purposes of marketing or further processing their products and services, or for jointly purchasing raw
material.




The defining characteristics of a cooperative are:

2. Friendly (or Mutual) Cooperative Societies

These are autonomous associations of persons united voluntarily whose primary purpose is to satisfy their common
needs and not to make profit or provide a return on capital. Societies can be differentiated from cooperatives (which
are similar in many respects) by the fact that they operate with their own, collective indivisible funds and not with share
capital. Members pay fees rather than purchasing shares.

3. Associations

The European Commission defines associations as a permanent grouping of natural or legal persons whose members
pool their knowledge or activities either for a purpose in the general interest or in order to directly or indirectly promote
the... interests of its members... the profits from the economic activity shall be devoted exclusively to the pursuit of

its objectives, and may not be divided amongst the members. It is only when the association decides to take on of the
corporate structure outlined in Table 2 that it is registered. Most associations in Ireland remain informal.

4. Other Forest Owner Businesses

These include Limited Liability Companies (LLC) or Limited Liability Partnerships (LLP). They are incorporated businesses
that can function like a cooperative if the forest owners choose to structure them that way.

Corporate Structures for Forest Owner Organisations

In order for a business to be successful choosing the right corporate structure is vital. The articles or rules set the
framework within which the business operates, internally and externally. An introduction to corporate structures most
suited to forest owner organisations is outlined in Table 2.

It is recommended that independent, legal advice be sought before forest owner organisation chooses corporate
structure.



Structure Advantages Disadvantages

Table 2. Corporate structures for forest owner organisations







Chapter 4: Establishing a Forest Owner
Organisation

This chapter describes how to form a forest owner group or organisation but may also

be of interest to existing groups. These steps should only act as a guide to forest owner
organisations, as each group will chart its own path from the idea to the operating stage.
Also, it is important to keep in mind these steps do not have to be carried out in the order
they are presented.

Step-By-Step Guide to Establishing a Forest Owner Organisation

The following is a step-by-step guide to establishing a forest owner organisation:

Step 1: Hold an Initial Meeting

The best starting point is an informal meeting with a small group of forest owners that allows for full participation and
expression of ideas. An outside facilitator or resource person may be useful to guide the meeting and encourage greater
participation.

At this meeting the proposal to establish forest owner producer group should be presented and discussed. Some of the
issues to discuss might include:

e Why form a forest owner group?

e Who will be the members?

e What will be the activities of the group?
e What type of organisation will it be?

e What resources are needed?

e Where will the resources come from?

Step 2: Assess the Local Interest

The success of a forest owner organisation depends on the interest and involvement of forest owners in the locality.

An effective way to assess interest is to hold one or more informational meetings. These meetings provide a forum for
public discussion on the idea of forming a forest owner group and to decide the direction of the organisation. In advance
of the meeting key forest owners that have a presence in the community should be invited. It is often useful to prepare a
survey in advance that can be handed to interested parties to gather more detailed information on their forests, as well
as accessing the particular needs and interests of the members.




Step 3: Develop a Vision

Every new group should start with a vision or mission statement, which is shared by the members of the group. A clear
vision helps to focus the efforts of everyone involved. It should outline the overarching purpose of the group: what it
does, why and for whom.

Step 4: Elect a Steering Committee

If there is agreement to set up a forest owner organisation, during subsequent meetings a steering committee should be
elected. The steering committee is the decision-making body, composed of members of the group that are responsible
for providing guidance on overall strategic direction. The most important role of the steering committee is to provide
leadership as the organisation proceeds through its formative stages. A simple structured steering committee needs at
least a chairperson, secretary and treasurer to function properly.

Chairperson Secretary Treasurer

Table 3. Roles and Responsibilities of the Steering Committee

Step 5: Develop Rules and Governance Structures

Itis critical that the rules of the group are established from the beginning and that the core principles are closely
followed. The written rules outline what is expected from members and what they can expect from the group. Every
organisation needs a set of rules to regulate its activities to avoid problems and misunderstandings.

The rules of a group should be developed through discussion between the members around the following items:
1 Official name, objectives, activities and location of the group.

2 Definition for membership of the group: open to forest owners, how to become a member, duration of membership,
duties and responsibilities of members, membership fee, purpose of membership fees etc.

3 Leadership and election procedures: types of leadership positions, duties of the committee members, number of
members to be present at elections, duration of term etc.

4 Meetings: when meetings take place, duration of meetings, number of members needed for decisions, unanimous or
majority decision-making, reporting absence etc.



5 Record keeping: records to be kept include: official membership list, governance structures, members’ information,
minutes from meetings, correspondence, financial records, inventory of equipment etc. and who is responsible for
keeping the records.

6 Financial procedures: where to keep savings, rules of spending, cheque signatories, use of profits etc.

7 Disciplinary action against members: what to do if committee members do not carry out duties? What will happen in
relation to ongoing absenteeism? What to do if membership fees not paid? Etc.

Step 6: Recruit & Maintain Membership

Recruiting new members is an ongoing process and should start following the first meeting. Many forest owner
organisations in the process of being formed attract new members by:

¢ Hosting informational meetings with guest speakers.

e Host forestry field days on forest road construction, harvesting, sawmilling, processing etc.
e QOrganise training courses or workshops.

e Organise mail outs to forest owners in the area.

e Promote forest owner groups at local shows, events, marts etc.

All these activities provide a good indication of the level of interest and keep people informed about the development
process. Also meeting with forest owners can inform the direction of the business plan and the membership fees
collected can help pay for the writing of the business plan (see Step 8).

If a forest owner group is to succeed and retain members it is critical that members are active and engaged. Ultimately
if an organisation is delivering real benefits to its members then members will continue to see a value in remaining with
the group.

Step 7: Undertake a Feasibility Study

At this stage of development some organisations may choose to conduct a formal feasibility study to determine
whether there are insurmountable obstacles to the development and success of the organisation. It is up to the steering
committee to decide whether a formal study or an informal checklist approach is more appropriate.

Itis also helpful at this stage to contact other more established forest owner organisations to learn about their
experiences in addressing these critical questions.




Checklist for forest owner to consider before establishing a Forest Owner Organisation

Step 8: Prepare a Business Plan

If the feasibility study results are favourable, the next step for the steering committee is to carry out a detailed business
plan. Most groups find it useful to seek outside expertise to write parts or the entire business plan. The business plan
serves two primary purposes:

e To provide a blueprint for the development and initial operation of the organisation.
e To provide supporting documentation for potential members, financial institutions and other investors.

The business plan must be tailored to reflect the resource base, organisational structures, and members’ needs of the
forest owner group. The business plan is a live document that is never complete; it develops with the growth of the
organisation and should evolve over time to fit the changing needs.

Activities that could be outlined in the plan include: engaging in educational and other service programmes; in
purchasing, processing and marketing activities or a combination of these depending on the needs and interests of the
members.

Business Plan Template




Step 9: Secure Finance

Forest owner organisations vary greatly in the amount of capital they need to get up and running. The business plan
should include the amount and type of finance required by the group as well as a strategy to secure it.

The financial needs will vary depending on whether the group is providing educational training, resource management
services, timber or non-timber product marketing services, value added product processing and timber marketing
services, or a combination of these services.

Itis important to remember that the type of organisation adopted (i.e. the legal structure) has implications on how
capital can be raised and also defines the financial commitments expected of members.

Public Sector Funding

Funding

Rate Description

Table 4. Matching Funding Requirements with LEADER

Step 10: Elect a Board of Directors

The first general membership meeting is convened when the steering committee decides that enough members have
joined the organisation and the business planning process is far enough along so that a clear direction for the group has
been established. This meeting marks the transition from an interim board of directors (steering committee) and interim
set of rules to a formally elected board and formally approved constitution.

The Board of Directors is the body that takes ultimate responsibility for the organisation to ensure that the needs of the
members are met as efficiently and effectively as possible. It is a very good idea that a new board of directors receives
training on how to be an effective decision making group.



Duties and Responsibilities of a Board of Directors

Step 11: Register the Company

In order for the forest owner group to formally register as a company in Ireland they must have a written constitution,
which is comprised of: Memorandum of Association and Articles of Association. A company's memorandum and
articles are of fundamental importance in that they set out the constitution and internal rules of your organisation. The
rules and governance structures outlined in Step 5 will form the basis of the constitution.

For more information on the steps involved in forming a company go to www.formacompany.ie or to register your
company go to www.cro.ie.

Description of a Company’s Constitution

Step 12: Recruit Staff

Hiring dedicated staff is crucial to the success of any forest owner organisation. The manager may be employed on a full-
time basis or contracted to deliver specific services, depending on the size and complexity of the group’s activities. One
or more personnel may be hired earlier in the development process as consultants to help with training, feasibility study,
business plan etc.

Step 13: Begin Operations

Often the best way for the forest owner organisations to develop is for members to initially informally work together

to manage, harvest or market timber, while the group is developing the formal structures of the forest owner
organisation. This will help to keep members motivated and provide educational opportunities to learn more about
forest management. Experience has shown that the first few months and years of operation are difficult for forest owner
groups, with many new groups failing.

Examples of Forest Owner Organisations’ Management Operations







Chapter 5: Key Lessons to be Learned

This chapter outlines the main lessons learned from other forest owner organisations both in
Ireland and internationally. It clearly shows that establishing a successful forest owner group
requires patience and hard work. There is no right way for forest owners to work together to
improve forest management and maximise the economic benefits but there is a wrong way.

Lesson 1: Good Leadership

Good leadership is critical to the success of a forest owner organisation. Good leadership skills can be defined as those
actions and behaviours that support your leadership - your ability to influence, motivate, and direct others to accomplish
the mission and improve the organisation; while always maintaining good relationships and the trust of people involved
with the organisation. It is very important that the leaders of the organisations are supported and provided with training
to enable the organisation to achieve it goals.

Lesson 2: Learn from the Experiences of other Forest Owner Groups

There are 18 forest owner groups in varying stages of development in Ireland (see Appendix 2 for contact details

of these groups). There are also more established forest owner organisations throughout Europe (see Appendix 3).
These groups have a wealth of knowledge and experience that can advise new emerging groups. In addition an on-line
information library has been created on IFA.ie to share experiences and knowledge of more established forest owner
groups in the UK, Europe and Internationally.

Lesson 3: Provide Educational Events

For many forest owners the primary motivation for getting involved with a forest owner organisation is to learn more
about the sustainable forest management of their forest. In the first few months after the steering committee begins to
meet, a field day or workshop should be organised by the group. Hands on experience-based learning is the best way for
members to learn what they need to know.

The organisation should survey its members to determine the types of training or educational workshop of interest
to the members. It might also be useful for the steering committee or board of directors to set up an educational
committee to help ensure the educational needs of the group are being met.



Suggested Educational Programmes

Table 5. Examples of forest owner educational programmes

Lesson 4: Build the Organisations Membership Base

Forest owner organisations should pursue an active membership strategy from the beginning. Even if the group is unsure
of the objectives or the services that will be provided, if should promote the group and encourage forest owners to join
the group to develop a common vision and strategy.

Lesson 5: Develop a Clear Action Plan

There is an inspirational adage that says: people don't plan to fail. Instead they fail to plan. An action plan is a way to
make sure your organisation's vision is realised. It describes the way the group will meet its objectives. Ideally, an action
plan should be developed within the first six months to one year of the start of an organisation. It is developed after you
have determined the vision, mission, objectives, and strategies of your group. If you develop an action plan when you are
ready to start getting things done, it will give you a blueprint for running your organisation.

Itis very important that groups choose realistic goals in their action plan, overemphasising strengths and opportunities
can lead to major setbacks and demoralisation of members.



An action plan consists of a number of action steps:

Lesson 6: Hire a Manager or Coordinator

Itis a good idea to use members’ fees and source funding at an early stage to hire a paid manager or coordinator. Forest
owner organisations that are managed exclusively by volunteers often operate in fits and starts or can stop functioning
all together.

Lesson 7: Evaluate and Review the Organisation’s Plans

Action plans and business plans should be live documents; they should be treated as guidelines and benchmarks.
Experience has shown that the following things can change significantly:

e What forest owners want to learn.
e The type of services offered by the organisation.

e Market conditions and demand for new products.






Chapter 6: Marketing Services

This chapter focuses on the key areas of marketing services provided by forest owner
groups. It shows that forest owner organisations can work closely with forest owners in all
matters related to forests — from planting to harvesting. Nevertheless, the majority of the
services provided by forest owner organisations relate to timber production and timber
sales. Much emphasis is placed on improving access to timber markets and the profitability
of farm forestry.

Marketing Services to Forest Owners

Forest owner organisations have two primary markets: local forest owners (both members and non-members) and sales
of its timber or other products. Members of the group are the most important customers; if their needs are not met it is
likely their commitment both as a member and a customer will be lost.

e Understanding the demands of local forest owners is a prerequisite to success. In order to effectively service its
members an organisation should:

e Determine the service demands of its members and other forest owner.

e Set priorities based on the services requested, it is unlikely especially in the initial years that the group will be able to
satisfy the needs of all members.

e Determine how much it will cost the organisation to deliver these services.

¢ Decide what the organisation needs to charge for the services in order to at least break even and whether members
will be charged a lower rate than non-members.

e Develop a marketing strategy to market services to members and possibly non-members.

Services offered by the organisation can range from:

Marketing of Small Diameter Timber

The primary objective of forest owner organisations and their members in Ireland is the sustainable management of their
forests to increase the economic return. Achieving this objective means the removal of trees during thinning operations,
which will improve tree growth rates and the economic potential of the forest, as well as improve its long-term health.

The marketing strategy for the organisation will be resource driven, due to the age profile of farm forests and the
management objectives of forest owners; the majority of timber, particularly in the early years will be small diameter
timber.

A key marketing advantage of forest owner organisations is their ability to collectively harvest their members’ timber
and sort them by grade and tree species. This allows the group to develop long-term contracts or coordinate competitive



bids. The marketing efficiencies by collectively selling timber means that members earn substantially more, in some
cases up to 30% more. The collective selling of timber also creates more opportunities for the sale of small diameter and
low-grade timber in the emerging wood energy market.

Marketing of Value-Added Wood Products

There is a range of options available to forest owner organisations to add value to timber through processing and
marketing. A low cost option for forest owner groups is to outsource the processing to another business while retaining
the role of marketing manager for the sale of the product. The other option available for the group is to invest in
processing equipment such as mobile sawmill, firewood splitter, wood energy chipper, dry kilns etc. and also market the
value added products.

Local and regional timber markets are most suitable for forest owner organisations. The local wood energy market offers
significant potential to add value to small diameter and otherwise non-commercial timber. Forest owner organisations
can assist forest owners to gain access to such markets by pooling the timber resource, grading the various timber
products to maximise return, processing timber and guaranteeing a consistent supply of wood biomass.

The pooling of resources at a central depot for segregation into various products or additional processing can attract
many buyers. A successful multi-product yard requires a skilled manager that can manage the quality of delivery and
storage of the various products and merchandise. In addition, adequate accounting methods need to be established to
separate the various forest products by ownership.

Forest owner organisation’s competitive advantage is generally in niche -
low volume, specialised - markets. When marketing to these niche markets the
following should be highlighted:




Chapter 7: Forest Certification

This chapter examines the growing market demand for certified timber and what this means
for forest owners in Ireland. The increased demand for certified timber is largely driven by
consumer interest in eco-labelled wood products. In response to the growing market for
certified timber, many forest owners need to consider forest certification to maintain and
expand market access.

What is Forest Management Certification?

Forest management certification verifies that the environmental, social, and economic aspects of management
are considered in a balanced way. Certification takes place by the independent assessment that the quality of the
management practised by the forest owner complies with a specified standard. An independent auditor issues a
certificate to verify that the timber is from a responsibly managed forest.

In Europe two schemes dominate: Forest Stewardship Council (FSC) and Programme for the Endorsement of Forest
Certification (PEFC). In Ireland, only the FSC scheme is currently operating, with Coillte holding a FSC certificate for its
forest estate. The PEFC scheme has yet to be introduced but is expected later this year.

The exact process to obtain forest management certification varies depending on the scheme. The general process
involves initial discussions with the certifying body, a pre-assessment to determine additional management
requirements, field inspection and verification of certification subject to satisfying the national forest management
standard. Once certification is granted there are regular inspections and audits.

Description of Forest Certification Schemes

Why Forest Management Certification?

All major sawmills and panel mills in Ireland have FSC chain of custody certification and demand up to 70% FSC certified
timber. As the volumes from the private forest sector increase the market assess may be restricted if forest owners

are not certified. In addition, certified forest owners may be able to improve access to new markets, which increasingly
favour certified timber. For example, in 2008 over 80% of the timber used by the UK sawmill sector was certified timber.
While the level of certification of timber and panel products imported has risen from 56% in 2005 to 81% in 20082

Currently certified timber does not receive a premium price but as demand increases there is the potential that certified
can command higher prices.

2. Nick Moore, UK Timber Industry Certification, Timber Trade Federation



The Role of Forest Owner Organisation in Forest Management
Certification

The cost, additional management requirements and administrative burden of forest management certification are
considered the main barriers for private forest owner. Group certification has been particularly effective at overcoming
these barriers by pooling small forest areas. A group manager can act as an information source and organise the
certification process, to allow individual forest owners to benefit from the economies of scale of being part of a larger
group.

Key points about forest management certification:
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Appendix 2:
Forest Owner Groups in Ireland
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European Forest Owner Organisations
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IFA Head Office:
Irish Farm Centre, Bluebell, Dublin 12.

Tel: 01 450 0266
Email: geraldineosullivan@ifa.ie




