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Long-term sawlog supply is becoming a major concern for Irish sawmillers
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	· Some Irish sawmillers opposed Coillte's takeover of Medite. 

· Glennon Bros bought a Scottish sawmill in 2005. 

· Grainger imports some longer length sawn timber. 

· It has invested in value adding and CHP. 
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By Sally Spencer
The wood-based panels sector hasn't been the only one to keep a weather eye on Coillte's acquisition of Medite; Ireland's sawmillers have also been preoccupied with the change of ownership.

Glennon Bros, for example, opposed the state-owned company’s bid. “One of our key concerns was the bringing together of an extremely dominant log supplier and an extremely dominant wood chip purchaser in one small market,” said joint managing director Mike Glennon. “About 90% of sawlog supply in the Republic of Ireland comes from Coillte and sawmills in the southern half of the country sell virtually 100% of their woodchips to Medite. As Coillte is now dominant in the market for both woodchips and pulpwood, it has become the gatekeeper for anyone wanting to enter the industry.

“Medite is a very good company with a strong management team and an established, successful brand,” he continued. “Given these facts, we saw no need for state involvement.

“However, it's happened and we're pragmatic,” he said. “We all need to move forward and there needs to be a much closer working relationship between all the players in the Irish forest products industry. We're committed to playing our part in that process and look forward to working positively with all parties. We would, however, like to see some safeguards put in place – a regulator or ombudsman, for example.”

Raw material supply is a very sensitive issue in Ireland. Many primary processors invested heavily on the back of predicted log supply which, according to Coillte's latest figures, will provide more pulpwood than large logs. “The timber supply from Coillte forests is set to flatten out and will be relatively flat for the next 10 years,” said Gerry Egan, Coillte's group director for corporate affairs. 

The gap will be filled, he believes, by the private forestry sector, although he concedes that predicted volumes are “theoretical”. “There are 14,000 private forest owners with an average 8ha of woodland. The challenge is to get to a position where we're emulating the Finns and Swedes where the culture develops in such a way that all the timber that gets put in the ground actually gets harvested and harvested in a timely way.

“In one way we would be the envy of other countries because we have a market for every stick of timber that's produced on the island at home. So the private sector can have confidence that the industry will absorb any additional supply as it comes on.”

Key changes
Glennon Bros, for one, hasn't been holding its breath for the private sector to come on stream and tight supply has persuaded it to make some key changes to its strategy. It decided not to rebuild the line at its Longford site following a major fire in the summer of 2004, opting instead to carry out all its primary processing at Fermoy in Co Cork. The Longford site now operates as a kiln drying, stress grading and treatment centre for the business and is ideally situated as a distribution base for the northern half of the country. 

It also began to look to Scotland for both supply and production. Glennons began shipping logs from the west coast of Scotland in 2003 and these imports now account for 100,000m3, or around 25% of its raw material. 

The company's Scottish affiliation doesn't end there, however. In October 2005 it bought the privately-owned Windymains Sawmill, situated just south of Edinburgh, from Jim Harrison, who is still involved in the business. Run autonomously under the leadership of chief executive David Rodger, formerly of BSW, the mill has an 80,000m3 capacity and turns Scottish-grown timber into high quality fencing and treated carcassing for the construction industry. “It's a good, positive business with lots of potential,” said Mike Glennon. “We want to build and develop it further.” 

Combined Irish/Scottish production is now over 290,000m3, of which 70,000m3 is sold in Great Britain and turnover at the end of 2006 was €60m, €10m of which was attributable to Windymains. 

Glennons continues to concentrate on adding value – products such as Glendeck and Glenfence have joined the range for example – and on kiln-dried carcassing, which accounts for 60% of its output. With drying capacity of 180,000m3, it is the biggest supplier of kiln dried carcassing in the British Isles. 

Over at Enniskeane in Co Cork, Grainger Sawmills Ltd has been similarly pragmatic, adopting a principle of redistributing eggs into various baskets. 

“Coillte's supply is flat and businesses like ours need to grow,” said finance director Pat Twomey. “There is a supply shortage and private growers are the long-term answer, but there's nothing happening in that area at the moment.” 

Imports
Fortunately for Graingers, links with overseas suppliers and markets have always been important. It supplements its requirement for longer lengths with imports of sawn timber, adds value by planing and by heat treating its pallet and packaging output, and exports around 31% of its production. 

“We were frightened by the log supply situation,” said Mr Twomey, “so we haven't invested in primary processing in the last two years.” Instead, investment to the tune of €10m has been made in adding value and in a combined heat and power plant. The latter satisfies all the sawmill's heating requirements and enables it to sell 2.2MW of energy onto the National Grid.

“The CHP plant has raised our profile and given us the opportunity to move into pellet manufacturing without more major investment,” said Mr Twomey. 

While that may put Graingers in an enviable position, it's operating a policy of look before you leap. “If the demand for pellets rises it will increase the [log supply] problem as it will compete for the same resource. This will kick in very quickly because we're very close to having a viable market for pellets in Ireland.

“We prefer to look at the market for pellets before looking at the prospect of manufacturing them,” added Mr Twomey. “But once satisfied, it wouldn't be a huge project for us as we already have the CHP plant to do the drying. 

“We need industrial users of heavy volumes as well as domestic users to create the demand. It's a juvenile market that's going to grow. In the future, sawmills will have two products, sawn timber and energy.” 

