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BACKGROUND

Forestry has an important and ever evolving role to play
in the Irish economy. There is increasing emphasis on the
role of forestry as an alternative energy source, its
potential to sequester carbon and the provision of non-
tradable goods such as forest recreation. However, despite
the presence of generous forest premium payments and
the decoupling of direct payments, the afforestation rate is
in decline. Therefore given the importance of forestry, a
better understanding of the relationship between policy
and afforestation rates is required.

OBJECTIVES

This project assesses the actual and potential contribution
of forestry to the national, regional and local economy, in
terms of both tradable goods and services and in terms of
public goods as well as building up the capacity to assess
the impact of policy reforms on the sector and assess the
impact of the forest sector on the wider economy.

• To measure the impact on farm afforestation rates on
the wider economy, competing sectors in terms of land
use and the external policy environment.

• To assess the impact of forestry on the regional and
local economy.

• To estimate the non-market (i.e. recreational, scenic
etc.) value of forests.

PROGRESS

A paper on the Situation and Outlook for Forestry 09/10was
produced for the 2009 Teagasc Situation and Outlook
Conference. This paper examined recent trends in planting
and in thinning activity, as well as the state of timber
markets and the consequences for afforestation rates.
A paper was submitted to the Figures for Forests
publication in Freiburg, Germany, on using economic
models to forecast the participation of farmers in
afforestation. A conference paper was delivered on
afforestation by farmers at the Agricultural Economics
Society International conference. An Excel financial model
called Forestry Investment and Valuation Estimator (FIVE)
was developed which has the capacity to analyse the
financial returns in terms of Net Present Value (NPV) of
different afforestation scenarios by species, area,
productivity, grant scheme, and other inputs. It also has
the capacity to assess the economics of thin versus non-
thin scenarios. A sample output from FIVE is presented in
Figure 1 for a thin versus no-thin scenario for a 10 ha Sitka
spruce/Japanese larch forest at age 15.

F O R E S T E C O N O M I C S A M D P O L I C Y

FIRMEC
Modelling the economics of forestry in Ireland

Figure 1: Financial analysis of Thin versus No Thin for a 15-year old mixed Sitka spruce/Japanese larch forest.

Summary Cashflow Analysis - Thin Summary Cashflow Analysis - No Thin

Estimated net present value = € 79,808 Estimated net present value = € 72,902
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ACTIVITIES PLANNED

• Inclusion of forestry in the farm-level greenhouse gas
emissions model.

• Derive aggregate visits and economic value estimates
for potential farm forestry recreational sites.

• Because of the unusual and atypical economic
behaviour that occurred at the peak of the land and
property bubble over the Celtic Tiger period, it has
proven impossible to develop an economic model of
forestry planting decisions based upon historical
aggregate data. For this reason we are using a different
strategy to undertake a choice experiment survey to
quantify potential farm forest planters attitudes under
alternative market conditions. Linking with the
Forestry Development Unit’s farm advisory software,
we will develop a novel survey technique of
presenting income streams associated with alternative
market conditions and planting type, based upon
individual farms’ characteristics, rather than
theoretical characteristics which would be required in
the absence of this software. This survey will generate
a dataset of farm characteristics and planting choices
which can be interrogated using discrete choice
econometric tools to model farmer preferences for
afforestation.
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