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WHAT ARE THE ECONOMIC IMPACTS OF A 
FOREST?

• Additional source of revenue for land-owner

• Regional economic stimulus

• Provision of raw materials required by regional processors

• Supply of sustainable building materials

• Increased uptake of atmospheric carbon

• Source of carbon credits for offsetting emissions

• Plus – unpriced values such as ecosystem services



POTENTIAL EXTERNALITIES

• Need for fire risk management

• Biodiversity implications

• Loss of agricultural production

• Weed incursions to neighbours



COMMERCIAL PLANTATIONS IN AUSTRALIA
• 1.71 mill ha of commercial plantations in 2022/23– approx. 60% softwood.

• Decline of 13% from 1.95 mill ha in 2016/17.

• Since 2011/12, no more than 4,500 ha new commercial plantations 
established annually.

• This compares to at least 42,000 ha new plantations established annually 
between 1998/99 and 2009/09 (mostly hardwood)

• Many factors influencing reduction , including competition from other land uses

• More softwood plantations required!  Farm plantings can assist as well.



FINANCIAL ASPECTS
• Price of land is major cost for project – IRR of 2.65% likely

• Costs now, major revenue not for 30 years. 

• Do you know the opportunity cost of proposed land area?
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REGIONAL ECONOMIC IMPACTS
• Forest and wood products industry is engine of regional economy for 

MRFH

• Higher economic output than agriculture and tourism in Snowy Valleys

• Forests provide raw materials for wood processing activities

• UC studies for MRFH indicate value-adding of over $500,000 per 
employee 

• In Snowy Valleys, industry supports over 50% of employed positions

• MRFH industry requires over 3 million tonnes of logs per year



SOURCES OF REVENUE FROM MANAGED 
FORESTS

• Production forestry derives revenue from:
• Sale of logs – which are processed to deliver pulp and sawn timber.  

These wood products are then purchased by the construction/building 
industry (house frames, decking, furniture) and packaging (cardboard and 
paper), as well as logistics/transport (pallets)

• Sale of carbon – the carbon sequestered by growing trees can be used to 
derive Australian Carbon Credit Units (ACCU’s)

• Several factors can operate to influence levels of revenue derived



A. FACTORS INFLUENCING WOOD PRODUCT 
REVENUE

• Productivity (MAI – cubic metres/ha/year)
• Genetics

• Silvicultural management

• Competition from weeds

• Price (stumpage - $/cubic metre or tonne)
• Quality of log

• Distance from mill

• Market demand



OUTLOOK FOR LOG PRICES (Supply/Demand)
• Global demand for timber and wood products forecast to quadruple by 

2050 (World Bank).  Demand for construction-related timber in Australia 
expected to increase by 50% by 2050 (ABARES)

• Supply limited – no expansion in plantation area in Australia, imports no 
longer as available as before (25% house frames currently imported)

• So price can be expected to increase over time – although short-term 
fluctuations always expected

• Processors in MRFH area create good local demand



B. FACTORS INFLUENCING CARBON REVENUE

• Carbon recognized as important issue in relation to forest management –
• IPCC 4th Assessment report : “In the long term, a sustainable forest management strategy aimed 

at maintaining or increasing forest carbon stocks while producing an annual sustained yield of 
timber, fibre, or energy from the forest will generate the largest sustained mitigation benefit”.

• J Raison : “The harvesting of sustainably managed native forests .. to produce wood products 
can make a positive contribution to mitigating national net C emissions”.

• Carbon revenue influenced by:
• Growth rate of trees (age)
• Eligibility for ACCU methodologies
• Price paid for ACCU – balance of supply and demand



Carbon Sequestration – impact of age
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Production Forests can take up more Carbon (in total) 
than Conservation Forests



OUTLOOK FOR CARBON PRICES
• In Australia - significant increase in the short to medium term, with ACCU 

prices expected to reach $50 in mid 2025 and potentially $70 by this time 
next year.

• ACCU prices expected to double over the next decade, reaching over $90 by 
2035, according to a survey by the Carbon Market Institute.

• Future C prices – will be driven by policy, market, and international factors

• Win/win result – forestry as tool in path to achieving net zero, at same time 
as stimulating regional economic growth

https://carbonmarketinstitute.org/2024/12/02/businesses-expect-accu-prices-to-double-over-the-next-decade/


POTENTIAL UPSIDE FOR FOREST CARBON 
REVENUE

• Australian forests are under-utilized under existing carbon 
methodologies – 3.27% ACCU’s (Suitor et al 2025)

• Huge potential based on international experience

• Many forest areas excluded under current methodologies

• Current methodologies are complex, restrictive, and expensive

• REFORM AND NEW METHODOLOGIES ARE NEEDED!



CONCLUSIONS
• Forest and wood product industry is a driver of relevant regional economies

• Timber production plus carbon market adds to revenue stream and offer 
diversification benefits for landholders

• Carbon farming can deliver benefits for sustainable land management (and 
ecosystem services)

• Demand outlook for both timber and carbon is strong, indicating attractive 
market prices can be expected

• Growing forests on farms can benefit land-owner, environment, regional and 
national economy and community.
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