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I. What are your views on allowing the Forestry Commissioners to 
enter into joint ventures, with the intention of participating in renewable 
energy programmes on the national forest estate? 
 
In principal James Jones & Sons Ltd (“JJSL”) does not have any objection to 
the proposal of participation in renewable energy programmes.  The 
renewable energy programmes should however be backed up by proven 
scientific evidence that the outputs are likely to yield lower CO2 emissions and 
meet the Government targets. 
 
For this proposal to be widely accepted by the entire Scottish forestry industry 
there needs to be ecoconditionality between all of the government’s aims and 
targets.  This will require an approach that balances all the environmental and 
economic needs of the entire supply chain.  Legislation and standards must 
be clearly defined to safeguard all of the interests and variances that exist 
between sectors. 

 
There are some fundamental issues which would need to be addressed which 
would ensure unqualified support: 
 

1. Will the afforested land area that might be designated to renewable 
energy programmes be replaced in other areas? This is vital to ensure 
a net increase in forested area to maintain carbon sequestration form 
forests in the UK. 

2. There are currently a large number of wind farm proposals awaiting, or 
having been granted, planning approvals.  This has meant that a 
significant volume of standing timber will be felled in a very short period 
of time, and sold to a market that is currently contracting (mill 
slowdowns, mill closures, additional downtime, redundancies, poor end 
user demand etc.).  This is clearly devaluing the financial returns to the 
Forestry Commission when it can least afford diminishing revenues.  
The principal projects are per the following table: 

 
 Site Volume Proposed 

completion date 
 Bien an Turk, Argyll 80,000T August 2009 
 Arracliach, Ayrshire 150,000T Infrastructure to be 

completed 2009 
 Clyde 350,000T September 2010 
 Harestanes, Ae 150,000T Start 2010 
TOTAL  730,000T  
 

3. Significant volumes such as these being marketed in a short period of 
time create problems for the entire supply chain. 



a. Dislocation of harvesting machinery (currently a major issue) 
b. Dislocation of haulage contractors (currently a major issue) 
c. Disturbance on other long term contract agreements (currently a 

major issue) 
d. Effect on price throughout the supply chain (currently a major 

issue) 
4. Where areas are deforested for renewable energy programmes what 

action will be taken to ensure certification of the harvested timber?  
There is evidence currently that much of this volume will be unlikely to 
be certified (Reference: UKWAS Interpretation Panel. Note 7. October 
2008).  How will this issue be resolved? 

5. Will the revenue generated by these joint ventures be ring fenced back 
in to new replanting schemes or will the revenue stream be utilised to 
fund other renewable energy programmes?   What guarantees will be 
provided? 

6. Failure to restock felled areas or to replant new areas will create 
uncertainty in the sawmill and panel board sectors and will result in the 
postponement, or more likely the cancellation, of any major processing 
investment programmes. 

7. Who will be granted the ultimate responsibility for decision making, 
regulation and arbitration on these investments and programmes: 

a. FCS? 
b. Government? 
c. Ministers? 
d. Trusts? 
e. JV Partners? 

8. Will the Forestry Commission, in the future, be allowed to sell standing 
or harvested timber to the proposed joint ventures even if it is an equity 
participant?  What conditions will be applied to ensure competitive 
tendering? 

9. What conditions will be placed on energy generators looking to clear 
fell large land areas? 

a. Restocking 
b. Comparable land coverage of forestry on alternative sites 
c. Certification issues also apply to this point as per point 4 above. 

10. On page 5 of the Paper, the following statement is made:  “…and, if it 
were possible to release capital from the estate, this could provide 
additional funding for woodland creation.  Both these opportunities are 
currently constrained by legislation, but suitable provisions in the 
Scottish Climate Change Bill could help remedy this.” 

a. The current repositioning programme already releases capital by 
selling off certain areas with the intention of purchasing land for 
more productive forestry. 

b. The “suitable provisions” should therefore be capable of ring 
fencing the proceeds and providing the “additional funding” 
required. 

 
There is significant concern within the timber processing sectors that a 
headlong rush in to renewable energy programmes will starve the sector of 



roundwood, particularly of the smaller diameter logs.  The small roundwood 
harvested from the UK’s forests contribute the following key facts: 

1. JJSL has invested more than £100M in sawmilling capacity in Scotland 
over the past 25 years and sales of pallet and packaging products 
account for more than 40% of turnover per annum. 

2. 8,000 direct jobs in the UK in the wooden pallet and packaging sector 
3. These jobs are supported by more than 20,000 direct and indirect jobs 

in the UK sawmilling and forestry sector. 
4. In UK 60M wooden pallets are produced per annum and the majority of 

the UK’s pallet boards are supplied directly from UK grown forestry and 
processed in UK owned sawmills. 

5. In Europe 400M wooden pallets are produced per annum. 
6. In Europe wood packaging provides a market for almost 20% of timber 

production. 
 
Due consideration must be given to the processing sectors to ensure that they 
remain vibrant and able to support UK pallet producers.  Demand for UK 
produced pallet and packaging is very elastic.  The biomass sector through 
economies of scale, government subsidies and purchasing power could 
squeeze the competitiveness of UK sawmill producers and restrict the flow of 
palletwood and small roundwood timber.  Two key recent statements support 
the view that the two sectors can exist together, but requires thorough 
scrutiny: 
 

1. “If 30% of the waste wood currently sent to landfill were used, it would 
generate 2,600 Gwh of electricity and save 1.15M Tonnes of CO2 
equivalent emissions.” (Defra, Waste Strategy for England, 2007) 

2. “Forestry…can make a significant contribution to reducing greenhouse 
gas emissions…by using wood as a substitute for energy intensive 
materials.” (UK Government, Securing the Future – Delivering the UK’s 
Sustainable Development Strategy, 2005) 

 
The Government should also not be blinded to the supply chain benefits that 
the wood processing sector provides towards mitigating climate change, 
particularly in the construction sectors.  Failure to support the sawmilling and 
panel board sectors would represent a gross misjudgement and would 
prevent architects, specifiers, house builders and contractors from meeting 
the challenges of zero carbon housing and high scoring environmental 
profiling.  The following are key statements which should not be overlooked: 
 
Whilst renewable energy programmes can meet Government targets, these 
should not disguise the benefits that trees and forestry have on the 
environment.  A few key facts are listed below: 

1. Commercial woodlands absorb 1T of CO2 per m3 of growth (Edinburgh 
UNECE/FAO, State Centre for Carbon Management) 

2. On average trees absorb a tonne of carbon dioxide for every cubic 
metre’s growth – and they produce almost three quarters of a tonne of 
oxygen – helping to create the air we breathe. 

3. Other respondents will argue more coherently the scientific facts and 
benefits. 



4. Substituting a cubic metre of wood for other construction materials 
(concrete, blocks or bricks) results in savings of between  0.75 and 1.1 
tonne CO2. 

5. A tonne of brick requires four times the amount of energy to produce as 
sawn softwood, concrete five times, glass six times, steel 24 times and 
aluminium 126 times. 

6. 3 tonnes of CO2 can be saved by using timber frame from the 20 tonne 
CO2 footprint of a typical 3 bedroom detached house. 

7. Wood also provides a more cost-competitive solution to achieving 
higher ratings levels for the Code for Sustainable Homes, through the 
materials credits. 

8. Waste wood from the demolition of buildings at the end of their life can 
provide a useful bioenergy resource as a substitute for fossil fuels. 

9. Using waste wood as a carbon neutral energy source increases the 
CO2 benefit of using wood as a construction material in the first place 
and will be reflected in even better LCA scores. 

10. Already the advantages of timber frame, the lower on-site labour costs, 
the reduced construction time, earlier weather-tight conditions and 
reduced snagging, have led to significant growth in timber frame’s 
share of the UK’s new housing starts. 

11. Timber frame now accounts for over 22%, from just 12% at the 
beginning of the decade. 

12.  ‘The thermal conductivity of softwood timber is typically some 6 times 
lower than brickwork or heavyweight concrete block, over 8 times lower 
than concrete, almost 400 times lower than steel and over a thousand 
times lower than aluminium.’ This means wood is more effective at 
preventing heat loss than any other mainstream construction material. 
TRADA, Energy Efficient Housing – A Timber Frame Approach, 1989 

 
In conclusion, JJSL does not object to the Government’s Climate 
Change aspirations and targets.  However, the following key points must 
be agreed to unless the Government wishes to see the contraction of 
rural employers, a vibrant industry and a sector which contributes 
significantly towards carbon emission reductions: 
 

1. Funds raised must be ring fenced within the Forestry Sector, both 
now and in the future.  Legislation will be required to safeguard 
this core premise. 

2. Where afforested land is converted in to other forms of renewable 
energy programmes, replanting equal to or greater than the felled 
forestry must be carried out. 

3. Where commercial forestry is removed, a proportionate amount of 
commercial replanting must be carried out. 

4. Renewable energy programmes must be phased and planned to 
avoid the wholesale “dumping” of felled material on to the market 
at any one time. 

5. A solution to the certification problems must be agreed before a 
headlong rush into clear felling, without commercial restocking, is 
carried out. 



6. Clear felling windfarm areas, and burning the material is not a 
viable solution. 

7. Further clarification is required on what the definition of “joint 
ventures” means. 

8. The effect of continuing subsidies, ROC’s etc on the energy 
sector’s ability to pay more for log classes which have an intrinsic 
value to the processing sector must be fully evaluated and 
considered. 

9. Will the joint venture partners be eligible to participate in the lease 
and cutting rights too? 

II. What are your views on allowing Scottish Ministers and Forestry 
Commissioners to offer leases and cutting rights over parts of the 
national forest estate? 
 
The offering of leases and cutting rights is not a new proposal, and the 
Consultation Paper offers no real guidance on the strategic direction that is 
likely to be adopted.  There are 19 principal concerns which are laid out 
below: 
 

1. Michael Russell stated on 4th December 2008 that he would agree to 
the establishment of a working group to look at the terms of any lease.  
If this working group does not materialise or is censured in some way, 
JJSL will not support the consultation process or the resultant Bill.  
Without a working group, clear terms of reference and assurances that 
the findings will be pursued, industry has no confidence that its genuine 
concerns will be heard or acted upon. 

2. JJSL is supportive of Government Scottish Forestry Strategy objectives 
and especially of increased woodland cover.  A critical balance of 
commercial vs non commercial species must be maintained in order to 
provide the long term security to the processing sector. 

3. Do these Scottish Forestry Strategy objectives however require the 
dismembering of FC to achieve the stated objectives? 

4. Government objectives can be delivered just as well by a combination 
of State and Private forests. 

5. FES incurred a deficit of £29.1M (2007-08), despite an income increase 
of £5.4M to £42.1M from sales of timber.  Leasing off 25% of the most 
productive land and forestry will only exaggerate any future FES 
deficits and reduce future income streams. 

6. Will money raised from leases be hypothecated to more woodland 
cover and in particular productive forestry? 

7. It would appear that any money raised could be utilised in other climate 
change objectives for a low carbon economy.  From a processors 
perspective this will be unacceptable and could result in a tightening of 
supply, and the slow death of a currently vibrant rural economy. 

8. There are clear examples, historical and present, where the private 
sector has withdrawn from harvesting and marketing of wood where log 
prices drop below a particular level. 

9. Already within the first few weeks of 2009 JJSL is aware of a number of 
private forestry investors who will not be bringing timber volumes to 



market.  One investment portfolio harvested in excess of 200,000T in 
2008 and have indicated that they will withdraw from a similar 
programme planned for 2009.  Private growers have the liberty to do 
so, but this will increase the already intolerable margin pressure on the 
sector. 

10. It is stated that the lease will be for a period of 75 years?  Will the lease 
be transferable and tradeable?  What safeguards would the 
Government instigate to prevent any tenant receiving a significant 
capital gain on disposal?  Would the Government participate in any 
capital gain? 

11. If the lease is tradable how could the Government control any 
subsequent tenants?  How could the Government prevent a 
subsequent tenant from operating in ways which could be detrimental 
to the forestry sector? 

12. It is suggested that a term of 75 years has been recommended by the 
Scottish Executive's Environment and Rural Affairs Department, and 
their financial advisors, and that a discount of 15% has been factored.  
A greater opportunity for competitive tendering and financial liquidity 
would be for shorter management contracts of say 5 years. 

13. Which areas are likely to be leased? 
14. If leases do not comprise entire Forest Districts, fragmentation of the 

remainder will inevitably lead to increased management costs on the 
remainder 

15. If the areas are fragmented does this mean that there will be a greater 
probability of multiple owners, thereby increasing the uncertainty for 
processor groups? 

16. If there are multiple owners leasing smaller areas of land this could 
increase the probability that timber is not brought to market in a 
managed and proactive fashion in a downturn. 

17. Multiple ownership will create fragmentation and decrease 
transparency of production forecasting and forward management and 
harvesting programmes. 

18. If the first lease is deemed to be a success by Government, there is a 
presumption that the remaining 75% of the plantation and productive 
forestry could be leased at a future date.  What guarantees, if any, will 
the Minister provide that this will not take place? In the meantime 
considerable uncertainty will prevail in the industry and is certain to 
stifle vital rural development and investment. 

19. There is no indication within the paper that gives any information on the 
possibility/ probability that renewable energy programmes may exist or 
occur within the leased land.  What provisions and conditions will be 
made to ensure that FCS benefits from the resultant revenue streams, 
rather than the tenant?  What guarantees will be made that these 
revenue streams are committed back to replanting programmes? 

 
The issue of Long Term Contracts is an extremely important area which will 
require full scrutiny from existing LTC holders.  These have brought about 
stability and security to the sector and any removal of these, now or in the 
future, will negate the levels of support for the Bill. 
 



1. What guarantees will be provided to current holders of Long Term 
Contracts? 

2. Either direct replacements or other safeguarding Long Term Contracts 
contracts need to be adopted by any leaseholder. 

3. The majority of LTC’s are contracted for 5 years with an option to 
extend for a further 5 year period.  Any potential leaseholder could 
simply ignore or waive the “option” which make the Minister’s 
guarantees of honouring contracts meaningless without concrete 
safeguards. 

4. Alternatively a mechanism of “right of first refusal” could be 
implemented to offer the current contract holders the opportunity to 
take up the volume allocations over longer durations.  This would 
ensure stability of supply to processing companies. 

5. What guarantees will be made to ensure that LTC’s will continue to be 
negotiated and issued during the consultation process?  Failure to 
provide these vitally important mechanisms, particularly in the current 
climate, will diminish confidence amongst end users. 

6. The majority of capital expenditure programmes are predicated on 
mutually convenient, long term contracts between FES and private 
enterprises to ensure continuity and security of supply.  Failure to 
support these will result in a contraction of new investments. 

 
The economic downturn in 2008 has been unprecedented and severe.  As a 
result of consultation with industry representatives, FES agreed a series of 
measures that would provide some assistance to processor groups.  This was 
published on 26th November 2008 by Brian Mahony, Director, Forestry 
Commission Harvesting and Marketing, in conjunction with Confor and 
UKFPA. Leasing off circa 25% of productive forestry will remove any fall back 
mechanisms that the Forestry Commission has provided and could result in 
large scale closures and companies entering into administration.   The 
following key points were made: 
 

1. “FC wish to see the forest industry delivered as intact as possible into 
the next upturn and request all involved to contribute to this goal. 

2. In support of these principles the Forestry Commission will aim to 
support both movement of timber and cashflow by: 

a. Continuing to operate its normal contract and credit 
arrangements. 

b. Offering a constructive approach to agreeing reasonable 
extensions to existing contracts with the objective of securing 
completion as soon as is practically possible. 

c. Enabling customers to work existing higher priced contracts 
alongside more recently purchased lower priced contracts in 
order to reduce their impact on cashflow. 

d. Offering customers the opportunity to seek deferral of an agreed 
portion of sums due. 

e. Continuing to offer planned Sales Plan volumes to the market. 
f. Setting sale reserves based on a realistic view of the market.  

FC will be provided with monthly market price information from 
the Trade Associations. 



g. Ensuring that harvesting contractors and hauliers are paid 
promptly in accordance with contract terms and conditions. 

h. FC will enter discussions with any customers who request 
support.” 

 
It is too early to state whether these measures have staved off any more 
redundancies, but this form of public/ private collaboration and partnering 
would be severely limited in the future through the ownership dilution of the 
national Forest Estate. 
 
The current consultation process refers to 25% of the National Forest Estate 
being leased.  The following critical points need be addressed: 

1. The areas under consideration are some of the most productive and 
profitable in the Estate and by current estimates could yield 
approximately 1M Tonnes per annum. 

2. It is understood that in order to achieve this volume, the felled area will 
be eligible for grants thereby increasing the pressure on the already 
poorly functioning process. 

3. The core commercial area of 150,000 hectares would yield in excess of 
1m tonnes of timber per annum on a 50 year rotation. This programme 
of felling would clear some 3000 hectares per annum for restocking. 

4. Based on the current SRDP grant rates for forest restructuring the 
lessee would be eligible for approximately £500 per hectare totalling 
£1.5m per annum. It is also conceivable that a private owner would 
seek additional grants for work required, and currently being carried out 
by FE, to meet UK forestry and certification standards.  Applications 
and demands for grants would commence immediately after the 
approval of the lease. 

5. Inevitably the additional requirement for this new area of “private” land 
will add to the existing burden and requirements for funding on this 
potentially oversubscribed SRDP scheme and lead to the significant 
dilution of existing grant rates or exclusion of valuable projects in the 
future. 

6. Currently the "cost" of replanting felled areas, which is mandatory for 
felling and revenue generation to occur, is covered within FE budgets.  
Following the lease of forestry land from FES this cost will fall to the 
lessee under the support of current and future schemes.  Overall the 
capitalised burden of this could be well in excess of £112M over the 75 
year period of the proposed lease. 

 
In conclusion, the following points need to be addressed: 

1. The setting up of a lease “working group” to set out the 
conditions of the lease terms and conditions must include 
representatives from the processor sector. 

2. A full cost benefit must be carried out in a transparent fashion to 
prove publicly that the leasing of 25% of the most productive and 
profitable forestry area is viable, and importantly to justify the 
cost structure of the remainder of FES/FCS. 



3. Money raised from the lease MUST be ring fenced and utilised 
solely for the purpose of replanting and restocking and to meet 
the 10,000 hectare annual new woodlands target. 

4. Full transparency of the areas chosen and an impact assessment 
carried out in relation to the impact on localised processors. 

5. Multiple, fragmented ownership will not be supported. 
6. Leaseholders must be beholden tot eh existing LTC’s and the 

options that currently exist to roll forward in the future. 
7. Forward management and harvesting programmes must be 

publicly issued, pre lease, to ensure that the security and 
continuity of supply is guaranteed under new ownership. 

8. Guarantees that the Government does not have plans to carry out 
further leases on the remaining 75% of productive forestry. 

III. What are your views on (i) transferring the proceeds from leases and 
cutting rights to a not-for profit trust, for investment in woodland 
creation; (ii) transferring the landlord’s interest in this land to a not-for 
profit trust; and (iii)  Ministers stipulating  the constitution of such a not-
for profit  trust. 
 
The establishment of a trust could ensure that the safeguards that the 
processing and panel sectors require, but it appears to have been given little 
thought or definition by the architects and authors of the Consultation Paper.  
The following issues require to be considered: 
 

1. A not for profit trust appears to offer little other than an additional layer 
of administration and significant cost, performing duties and functions 
currently being carried out by FES. 

2. Under the correct safeguards a not for profit trust could act as a body 
which can define and manage the different and divergent views of all 
stakeholders in forestry. 

3. What would FES do then? 
4. What would be the cost of rationalising FES, and would the proceeds 

from the lease be utilised to meet the significant liabilities of a 
contraction of FES. 

5. No mention has been made during the consultation process of the all 
the other important functions that FES conducts eg planning, 
recreation, forest research, climate change research, publications, PR 
etc.  Who would assume the responsibility for all of these diverse and 
important functions? 

6. The Scottish Executive's Environment and Rural Affairs Department, 
and their financial advisors, appear to have ignored these important 
departments during the due diligence and appear to have 
concentrated solely on revenue generation rather than significant 
practicalities of setting up a not for profit trust which would operate in 
parallel and potentially in conflict with FES if it was set up. 

7. Michael Russell stated on 4th December 2008 that he would agree to 
the establishment of a working group to look at the terms of a long 
term lease.  JJSL would expect that this statement would apply equally 
to any not for profit trust due diligence. 



IV. Are there other actions which need to be taken, or are there other 
changes in legislation which need to be made, in order to allow the 
public and private forestry sector to contribute to Scotland’s target of 
reducing emissions by 80% by 2050?  If so, please outline what these 
are. 
James Jones & Sons Ltd has looked at a number of different scenarios and 
options and would welcome the opportunity to discuss these in more detail.  
The forestry sector and the entire wood chain from cradle to cradle has a 
huge amount to offer to the Scottish emission reduction target of 80% by 
2050.  By potentially stifling the innovation, investment, R&D, employment and 
GVA contribution the Scottish Government, through disturbing the forestry 
distribution channels, will both hinder the industry and not meet the ambitious 
targets. 
 
Through the pursuit of gaining a windfall gain of £200M the Government will 
be potentially jeopardising private enterprises and the entire rural economy for 
short term gain.  This consultation does not provide the safeguards or the 
solutions. 
 
There are a number of specific areas that should be considered, in 
addition to all of the comments already made in reference to the 
questions above: 
 

1. A processing sector group meeting with the Minister to air 
concerns and to provide information on alternative propositions. 

2. The timing of the proposal given the economic downturn 
3. Implementation of the proposed improvement plan and continued 

development of the SRDP and grant mechanisms 
4. Defence of UK processing sector to allow it to contribute to the 

low carbon economy eg construction, environmental profiling 
5. Defend domestic, UK businesses 
6. Simplify the process of changing land use from agriculture to 

forestry 
7. Relax current restrictions to make more land available for new 

woodland creation 
8. Review of the single farm payment mechanism and neutralise its 

effect of discouraging a change of land use to forestry 
9. Employment – in FC and industry. 
10. The environmental costs to any change in ownership 
11. Social/Community impacts 
12. Defend the work and outputs of Forest Research. 
13. If FES in control of a single private operator – at an extreme all 

harvested production could go to Co-Gen. 
14. Can FES be more efficient and cost-effective yielding greater 

returns to Government 
 
James Jones & Sons Ltd 
28 January 2009 
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