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EXECUTIVE SUMMARY 

 

The experience of GIZ reveals the huge potential of community-based timber harvesting as 

part of the government’s Community-Based Forest Management Program, considering the 

high prices of timber and the low opportunity cost of labor due to limited employment 

opportunities in the upland rural areas. Harvesting of established plantations is perceived to be 

highly profitable and a major source of living of the upland poor. The Young Innovators for 

Social and Environmental Development Association (PO-YISEDA), is an active People’s 

Organization based in Barangay Lunas, Maasin, Southern Leyte, Philippines that was awarded a 

Community-Based Forest Management Agreement (CBFMA) to manage and develop 549 ha of 

forestland with an estimated 170 ha forest plantation of mahogany (Swietenia macrophylla) 

and gmelina (Gmelina araborea) that was established in the 1990s under the Asian 

Development Bank (ADB) funded contract reforestation program. In August 2010, PO-YISEDA, 

through the support of GIZ and the Community Environment and Natural Resources Office, 

Maasin City, was awarded a Resource Use Permit (RUP) and was able to harvest Block 1 (34 ha) 

of the total 5 Blocks delineated for harvesting. The PO is expected to be awarded RUPs for the 

remaining 4 Blocks for harvesting from 2012-2015. This study is intended to produce evidence 

of the potential benefits of a well-planned and organized community-based tree plantation 

establishment and harvesting, and provide inputs for the improvement of related government 

policies and arrangements that will complement the promotion of tree plantation 

establishment and harvesting as a business venture particularly among the smallholders. 

 
The findings of the study reveal that the support given by GIZ and CENRO-Maasin City was 

instrumental for the PO to get a RUP and successfully implement timber harvesting and 

processing, and eventually market its sawntimber product. The PO’s operations, however, 

were unfavorably affected by lack of planning and organizing, not enough knowledge and skill 

in wood processing, and information and/or understanding about the market. The result of the 

cost-benefit analysis for Block 1 timber harvesting shows that the option to sell the stumpage 

as is (PD Option 1) and producing flitches as final product for sale (PD Option 2) will generate 

positive and therefore,acceptable NPV and IRR. The low turn-out in sawntimber production 

due to processing inefficiency has resulted to negative and unacceptable value of NPV and low 

IRR. A potential option for sawntimber production, however, for the PO to improve 

sawntimber processing efficiency to at least 70% and simultaneously produce furniture (6-

seater dining set) and firewood (PD Option 3) which is expected to provide PO YISEDA high 

profit (net present value), internal rate of return and return on labor. This is also the best 

potential option in terms of provision of employment opportunities especially in Barangay 

Lunas where employment availability and source of livelihood are scarce. Consistently, the 

price transmission analysis also indicates that the value per board foot of timber product tends 

to increase as more value-adding activities are made. The realizable profit from timber 

harvesting is highly sensitive to operational efficiency in terms of harvesting and processing of 

timber. The amount of wood actually harvested (based on PO and DENR scaling lists) reached 

84% of the standing timber assessed during the pre-logging inventory, indicating a high initial 
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recovery rate. The further conversion from roundlogs / flitches into sawn timber at the newly 

acquired band saw was very low, however. Based on PO records, the recovery rate reached 

only 20% from the processing of roundlogs and flitches. Although this may be indicative of the 

PO’s lack of knowledge and skill in wood processing and management, one reason may also be 

incomplete PO recording of sawntimber volume that may have been used by the organization 

and its members. Improving the knowledge and skill on sawntimber processing could scale-up 

wood recovery to 70-91% and ensure encouraging margin for profit and make sawntimber a 

promising alternative. The profitability of sawntimber production is also sensitive to the 

prospective market channel and how it is priced in the market. The best market options for 

sawntimber are Baybay City and Matalom in Leyte Province and Sogod, Southern Leyte. 

Maasin City is a potential market being the nearest and least costly in terms of marketing 

and/or transporting. There is, however, a need to find ways by which the PO’s sawntimber 

product can find alternative buyers that will offer higher price. Knowing the market and coping 

with the markets’ quantity demanded and quality standards may enable the PO to gain and 

establish higher price and stable market for its timber products. The theoretical/optimizing 

scenario of setting the DENR’s 25% share on the total revenue from stumpage as the basis of 

computation in the case of flitches and sawntimber production, tends to decrease the amount 

the PO will pay to DENR and therefore will be realizing increases in realizable revenue from 

flitches and sawntimber products. And as a consequence, the PO will realize significant 

improvement in the margin for profit.  

 

This optimizing situation will tend to decrease the amount that the PO will be paying to DENR 

for the 25% timber production share, and thus will be realizing higher revenue from its tree 

products resulting to higher net return from timber harvesting and processing business. Under 

this theoretical scenario and with particular focus on sawntimber production as an option (PD 

Option 3), a 70% wood processing efficiency will already give the PO a positive NPV of 

P12,201.67 and higher IRR of 14% (Table 4-6). The potential sawntimber + furniture + firewood 

option (Poten PD Option 3) will give a significantly higher NPV of P293,166.33 and an IRR of 

30% at 70% sanwtimber processing efficiency. 

 

The government’s policy and arrangement for the issuance of Resource Use Permit (RUP), the 

Environmental Compliance Certificate (ECC) requirement for every harvesting to be made, and 

the PO-DENR 75%-25% Timber Production Sharing scheme (unclear basis) are serving as 

disincentives rather than incentives for PO-YISEDA to eagerly continue its engagement on 

timber harvesting business. A review of these restrictive and complicated policies and 

arrangements is badly needed, and necessitates the commitment of DENR to improve and 

synchronize in line with the basic principles of community-based forest management and 

consistent with the provision of incentives for tree plantation establishment as stipulated in 

the Revised Forestry Code of the Philippines (Presidential Decree 705, 1975). A review is 

likewise necessary of the imposition of government tax on the gross revenue realized by PO-
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YISEDA for the sale of its timber products rather than on the usual value of the standing stock 

as the basis of taxation. 
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1 BACKGROUND AND RATIONALE 

 
The study aimed to establish primary baseline information on the community timber 

harvesting in the established forest plantation of PO-YISEDA, determine its economic worth 

through the conduct of cost-benefit analysis, and identify and analyze potential value chains 

for the harvested timber.  

 
Over the last decades, the Philippines has transformed from being one of the net exporters of 

timber to a net importer (GTZ 2009, LASCO and PULHIN 2006 as cited by GIZ 2012). The 

demand for timber in the Philippines is increasing, while its natural forests cannot anymore 

provide the needed supply of timber in a sustainable way due to the ruthless exploitation in 

the past decades. Forest plantations have been looked upon as the only possible means for the 

Philippines to secure its domestic supply of timber and to avoid costly imports from 

neighbouring countries. In the recent political development, the government has recognized 

this issue which led to the declaration of a total log ban in natural forests. Support was also 

given for sustainable community-based harvesting operations in forest plantations under the 

Community Based Forest Management Program (CBFM). In 2004, almost 6 Million ha of 

forestlands were under community-based forest management from which 1.57 million ha 

under the stewardship of 690,687 households were issued with Community-Based Forest 

Management Agreement (CBFMA) (FMB, 2004 as cited by GIZ 2012). CBFMA is an agreement 

entered into by the government through the Department of Environment and Natural 

Resources (DENR) and a local community, represented by a People’s Organization (PO), as 

forest managers, which has a term of 25 years and renewable for another 25 years. It allows 

organized communities to harvest timber from plantations and second-growth forests subject 

to existing rules and regulations on timber harvesting, on the condition that the area will be 

protected and managed according to the principles of sustained-yield forest management. The 

harvesting of timber trees is expected to provide great opportunities for livelihood 

improvement of concerned POs operating within CBFM areas.  

 
The experience of GIZ has shown that the potentials of harvesting of established plantations by 

communities are huge considering the high prices of timber and the low opportunity costs of 

labor due to scarce employment alternatives particularly in upland rural areas. Harvesting of 

plantation forests is perceive to be highly profitable and could be the main income source of 

poor communities in the Philippines’ upland areas. The Young Innovators for Social and 

Environmental Development Association (PO-YISEDA) is one of the POs that were awarded 

with CBFMA within the city of Maasin, Southern Leyte. Philippines. It is one among the 

recognized active and stable organizations under the jurisdiction of the Community 

Environment and Natural Resources Office (CENRO), Maasin City. PO-YISEDA has been assisted 

by DENR since 1999, but because of the very limited resources of DENR, its CBFM activities 

were not effectively sustained. The CBFM area is 549 ha which has a potential area for 

development of 131 ha as indicated in its Community Resource Management Framework 

(CRMF). Afforestation with mahogany (Swietenia macrophyla) and gmelina (Gmelina arborea) 
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on a total area of approximately 170 ha took place in the early 1990’s under a former 

reforestation project funded by the Asian Development Bank (ADB). 

 
In August 2010, PO-YISEDA was able to obtain a Resource Use Permit (RUP) from DENR for 

forest harvesting. In 2011, the PO was authorized to harvest trees within a delineated block 

having an estimated total area of 34 ha. As indicated in the approved RUP, the PO was granted 

to harvest a total of 669 trees with an equivalent volume of 414.7 cu.m. In its actual ground 

operation, however, a total of 535 trees was harvested with an inventoried volume of 331.62 

cu.m (PO-YISEDA 2012). The PO is expected to be issued with RUPs for the harvesting of trees 

within the remaining 4 blocks for the period 2012-2015. With the issuance of the first RUP, GIZ 

through its capacity building activities, has extended technical support to PO-YISEDA in the 

form of equipment and tools for harvesting and wood processing, and training on proper and 

efficient harvesting of trees in plantation. 

 
In the Philippines, potential livelihood improvement through sustainable community-based 

harvesting of timber trees, particularly in plantations is perceived to provide an incentive for 

people living in the uplands to sustainably manage forest resources. Unfortunately, not all 

political decision makers share the same opinion. It is, therefore, the aim of this study to 

produce evidence through research of the potential benefits for livelihood improvement of a 

well-planned and/or organized community-based tree plantation establishment and harvesting 

operation. In the long term perspective, this study is expected to provide a significant input in 

improving policies and arrangements that will favor and promote community-based tree 

plantation establishment and harvesting, particularly in the issuance of RUPs and overcoming 

contradicting regulations. 

 
 

2 THEORETICAL FRAMEWORK 

 
The study dealt with the economic assessment of the whole timber value chain which focused 

on timber harvesting, transport, processing and marketing of timber and other related tree-

based products (Figure 2-1). The analysis centered into looking at the profitability and labor 

employment potential of three different Production Decision Options (PDOs). Production 

Decision Option (PD Option)1 is when the PO sells the stumpage to an entrepreneur who does 

the felling, yarding and hauling of harvested timber using its own staff and equipment. PD 

Option 2 is when the PO carries out the felling, squaring, yarding, and hauling of squared 

logs/flitches to the forest road or major pick-up point where they are sold to a buyer. PD 

Option 3 is when the PO does the harvesting of stumpage, processing and marketing of 

sawntimber/lumber produced. The analysis also dealt with a presentation of Potential 

Production Decision (Poten PD) Options for the PO to be guided of and choose from as 

alternative value-adding options. Potential options include the PO utilizes the slashes/debris 

and slabs into firewood, and market in addition to flitches production as Poten PD Option 1. 

Poten PD Option 2 is when the PO does firewood production and marketing as part of 
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sawntimber production and marketing venture, and Poten PD Option 3 is when the PO engage 

25% of sawntimber produced to 6-seater dining set, in addition to sawntimber and firewood 

production and marketing.  

 

The PO-YISEDA has received a band saw and other harvesting equipment as support from the 

GIZ’s EnRD Community Based Forest Management Component (CBFM). The equipment 

support has enabled PO-YISEDA to harvest timber in a probably more convenient and efficient 

manner, and processed the harvested timber into lumber. The sale of lumber was done by the 

PO itself part of which was sold to local market, and a given volume shipped and marketed to 

Cebu. Other than timber or lumber as the primary and dominant product, the study has also 

considered in the analysis the production of other tree/wood-based finish products such as 

furniture and firewood as part of the value-adding activities of PO-YISEDA, which were 

perceived to maximize timber utilization efficiency, create greater job opportunities 

particularly for the local people, and improve its realizable income. The study also examined 

other key economic and social factors that may be affecting the organization’s timber 

harvesting venture. Government (DENR) policies and arrangements such as permitting system 

and Timber Production Sharing Agreement (TPSA) were also examined in terms of their effects 

on the worthiness of PO-YISEDA’s timber harvesting business. 

 

 

Figure 2-1: Sample illustration of a timber value chain and involved actors. 

 

 

 

3 RESEARCH METHOD 

 

3.1 Sampling and Data Collection 
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The study considered four groups of stakeholders as reference population who are assumed to 

have substantial experience, knowledge, skills, involvement and concern related to the PO-

YISEDA’s community–based timber harvesting venture. The reference population was stratified 

into four main groups, namely, PO-YISEDA officers and members, DENR-CENRO Maasin staff, 

lumber dealers in Maasin City and Sogod, Southern Leyte, and Baybay City and Matalom, 

Leyte, and wood processors engaged in furniture-making also in Matalom, Leyte. Purposive 

sampling was done to ensure that the sample population for each group of reference 

population is largely represented by people who have the experience, knowledge and interest 

related to the organization’s timber production business. 

 
Collection of primary data was done through field interview of selected key respondents and 

conduct of focus group discussion (FGD) (Figures 3-1 & 3-2). Face-to-face individual interview 

of key respondents was made to get the demographic profile of the respondents, more 

detailed socio-economic data, and their perceptions about government policies and 

arrangements related to PO-YISEDA timber production venture in particular and the 

community-based forest production venture in general. A semi-structured interview schedule 

was used in the conduct of individual key respondents interview (Annexes 1-3). The FGD was 

done as a follow-through survey strategy to validate the primary data gathered from the 

individual key respondent interview. It also served as an opportunity to gain additional 

knowledge and information related to PO-YISEDA’s timber production business. Secondary 

data was also gathered from the records and files of PO-YISEDA and DENR-CENRO Maasin.  

 

 

 

 

Figure 3-1: Face-to-face interview of PO-YISEDA key respondents 
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Figure 3-2: FGD with DENR-CENRO Maasin City key respondents 

 

 

Data collected was based on major activity areas and concerns in timber production business, 

which includes plantation establishment and maintenance, harvesting, processing, marketing, 

and government policies and arrangements. Details of the cost items include labor and 

material costs for plantation establishment and maintenance broken down to costs incurred in 

planning and design, incidental clearing, site preparation, cost of planting stocks, planting and 
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replanting, weed control and fertilizer application, pruning and thinning, and others, including 

certifications. Harvesting costs include costs of labor, equipment and materials, including costs 

of transporting logs from stumpage to roadside or major hauling area. Harvest permits and/or 

certifications and other charges were also part of the costs of timber harvesting data collected. 

The wood processing aspect includes costs related to labor and material inputs, and 

certification from DENR-CENRO. Marketing costs include labor and material inputs, transport 

cost, permits, promotion and rentals, and others. Capital outlays such as the stockyard and 

harvesting and wood processing equipment PO-YISEDA has invested were part of the costs of 

the business venture. Tax and percentage share due to DENR as part of the timber production 

sharing agreement also form part of costs of the PO’s timber harvesting business. 

 
Information on revenue collected include sales of actual tree products produced such as 

stumpage, squared log or flitches, sawntimber/lumber, firewood, and furniture coming from 

harvested tree crops. Prices of timber, firewood and processed wood products such as 

sawntimber and furniture were also gathered together with the existing or identified and 

potential marketing channels.  

 

Part of the data gathered is information on labor utilization and employment and pricing in all 

aspects of timber production, harvesting, processing and marketing. Other important items 

that were included in data gathering were government policies and arrangements related to 

PO-YISEDA’s timber production and marketing operations, and the perceptions of the PO 

officers and members themselves, and the DENR-CENRO Maasin officials on these policies and 

arrangements. Perceptions of these stakeholders were also asked in terms of looking at the 

stability of marketing channels and risks involved considering future demand for the PO’s 

tree/wood products. 

 
 

3.2 Analysis of Data 

 
3.2.1 Cost-Benefit Analysis 

 
Cost-benefit analysis was done and focused on determining the worthiness of YISEDA’s Block 1 

timber harvesting venture. The Net Present Value (NPV), Internal Rate of Return (IRR) and 

Return on Labor (ROL) were determined using an EXCEL-based laid-out program for the three 

actual production decision options and three potential production decision options as follows: 

 

Production Decision Options 

 
PD Option 1 - PO sells the stumpage to an entrepreneur who does the felling, yarding 
and hauling of harvested timber using its own staff and equipment 
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PD Option 2 - PO carries out the felling, squaring, yarding, and hauling of harvested 
timber to the forest road or major pick-up point where they are sold to a buyer  
 
PD Option 3 - PO does the harvesting of stumpage and processing to produce 
sawntimber/lumber and also market 
 
 
 
Potential Production Decision Options 
 
Poten PD Option 1 – PO does the harvesting of stumpage, process into flitches and 
haul to main road/pick-up point plus firewood production and marketing 
 
Poten PD Option 2– PO does the harvesting of stumpage and processing to produce 
and market sawntimber, plus firewood production and marketing 
 
Poten PD Option 3– PO does the harvesting of stumpage and processing and 
marketing of sawntimber, plus furniture and firewood production and marketing 
 
The Net Present Value (NPV) is a measure of the worthiness of an investment project, or the 

amount that the project would contribute to the firm’s wealth or net worth, in present value 

terms (Harrison & Herbohn, 2007). The project is said to be financially viable if NPV is positive. 

NPV was calculated as: 

  

  NPV = ∑    
 
           

   

Where: 

   Ct = net cash flow at the end of year t; Ct=Total Revenuet-Total Costst 

 n = project life or planning horizon, in this case is 20 years for Blks 1-5 

(5 blocks to harvest at 1 block per year) 

    t = time when revenue was realized or cost incurred 

    r = discount rate, 10% as used in the study 

 

The Internal Rate of Return (IRR) represents the percentage rate of return on capital invested. 

IRR is an estimate of the discount rate at which the project would exactly break even, for 

which the NPV would be zero. The project is judged to be financially feasible if IRR is greater 

than the discount rate used. Algebraically, it is the cost of capital r such that: 

 

  NPV = ∑               
    = 0 
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  Where: 

    NPV = net present value 

Ct  =   net cash flow at the end of year t 

  n  =  project life or planning horizon, in this case is 20 years 

   t  =  time when revenue is realized or cost incurred 

   r  =  internal rate of return 

 

The analysis also includes a calculation of the net returns to labour, because, as noted 

by Franzel et al. (2002) and cited by Bertomeu (2006), this indicator is relevant for 

labour-constrained farmers or those with off-farm income-earning opportunities that 

compete for their labour. Adopting Fortenbacher’s (2011) formula, the Return on 

Labour (ROL) was calculated as: 

 

 ROL = (Total Revenue – Input Costs)( / Labour days 

 

 

 

In equation: 

                   ⁄  

Where: 

                                       

                    

                                

 

 

3.2.2 Price Transmission Analysis in the Value Chain 

 
The Price Transmission Analysis examined and compared the pricing of timber and/or wood 

products at various stages in the value chain, considering the different production decision-
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making scenarios. It also traced and compared the various revenue and cost items, margins 

and risks in the various stages of the value chain and the identification and analysis of 

marketing channels for potential integration to the value chain. Price transmission analysis 

substantiates the result of the cost-benefit analysis which is the basis of determining the best 

production decision option that can be adopted by PO-YISEDA. 

 
 
3.2.3 Analysis of PO Utilization Standard, Market, and Related Government Policies 

and Arrangements 

 
Descriptive analysis was also done to describe PO-YISEDA’s timber harvesting and utilization or 

wood processing standard which may have significant influence on the quantity and quality of 

wood products produced, and the realizable revenue and margin for profit. Description of the 

market situation was considered necessary as it may have influence on the pricing of YISEDA’s 

wood products and the demand situation. Examination of government policies and 

arrangements was also conducted to determine how these affect YISEDA’s forest harvesting 

and marketing of tree products. 

 

Assumptions 

 

Several assumptions are herewith made in order to simplify the complex reality of PO- 

YISEDA’s timber harvesting and processing business for the conduct of the economic analysis. 

The assumptions made for the study are as follows: 

 

1. The period of analysis is 20 years, the period of operation or rotation period when Block 1 

(34 ha) of the entire 170 ha was harvested. 

2. Tree inventory data is accurate. 

3. Market for timber and other wood products is available and prices per unit of tree and 

wood products and costs of inputs in harvesting, processing and marketing are those 

presently prevailing in the market in year 2012. 

4. Labor, equipment, and other resources needed in harvesting, processing and marketing 

are available.  

5. Costs of timber harvesting and processing equipment and tools provided for by GIZ shall 

be assumed to have been borne out of PO-YISEDA’s investment. 

6. PO-YISEDA can train and produce members with good level of expertise in furniture-

making. 
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4 RESULTS AND DISCUSSION 

 

4.1 Description of PO-YISEDA Timber Harvesting and Wood Processing Operations 

 
In November, 2000, PO-YISEDA, through the effort of its active set of officers and technical 

support of DENR-CENRO, Maasin City, was granted a DENR CBFM Agreement to manage 549 

ha of forest land for reforestation, assisted natural regeneration and agroforestry. Under the 

agreement, PO-YISEDA is given the opportunity to harvest trees within the 170 ha tree 

plantation that was established in 1990 through the Contract Reforestation Program funded 

under the Asian Development Bank (ADB) loan. Several members of the PO were able to take 

part in the establishment and maintenance of the tree plantation as contractors where they 

were paid by the DENR the amount of P21,000.00 per ha upon turn-over of the established 

plantation after 3 years. The established tree plantation was then sub-divided into 5 harvest 

blocks, Block 1 of which with an area of 34 ha was inventoried and issued a RUP in August, 

2010. The actual harvesting operation started in March, 2011 (CENRO-Maasin, 2012) with 

technical support given by GIZ in the training of the PO members in the conduct of proper and 

scientific-based tree harvesting operations and provision of harvesting and wood processing 

equipment. 

 
Of the total 669 trees that were approved for harvest within the 34 ha Block 1 area, only 535 

trees with a diameter of 30 cm and above of mostly mahogany and gmelina were harvested. 

The rest was either too remote, difficult to harvest, defective or it was not possible to harvest 

them in the time window given in the RUP. The area actually stocked with harvestable trees 

within Block 1 corresponded to 6.9 ha, based on the inventory map. Thus, the harvest was 

equivalent to only 77.5 merchantable trees per ha. The measured standing volume of these 

trees is 331.6 m3 or just a meager 48.1 m3 per ha. The existence of relatively few harvestable 

trees which has resulted to low realizable volume can be attributed to poor stocking, minimal 

maintenance activity, if there was any, and the absence of thinning operation (Figure 4-1). 

 

Figure 4-1: Predominance of small-diamater trees in Block 1 
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With GIZ technical and material support, however, the PO was able to optimize the timber 

harvesting operation. From the standing volume of 331.6 m3 an actual volume of 118,555.8 

bft. roundlogs and flitches were produced by the PO (equal to 279.6 m3) indicating a high 

harvesting/utilization efficiency of 84% (see also Table 4-1). This convincing harvesting 

performance can be attributed to the provision of training and modern equipment in the 

felling, bucking, squaring into flitches and hauling of logs to the wood processing yard (Figure 

4-3).  

 

The efficiency in the processing of flitches into sawntimber out of the bandsaw was below 

standard, however. The actual volume produced which is equivalent to 23,879 bft. or a wood 

volume recovery of just 20% is relatively low (Table 4-1). This outcome has nothing to do with 

the technical standards of the bandsaw (the supplier himself realizes a recovery rate of 70% in 

his own sawmill), but is indicative of substantial wood waste during the band-sawing operation 

which can be attributed to several factors. First, is the lack of technical know-how and skill of 

the PO crew on wood processing. The other is the absence of organized work plan and proper 

techniques and management in the wood processing plant or stockyard (Figure 4-3). The low 

wood recovery does unfavorably affect the realizable total revenue while the cost of 

processing stands still, and therefore will tantamount to low margin for profit. In addition, 

however, some unrecorded wood utilization by the PO as anorganization and its members 

cannot be discounted. 

 

Table 4-1: Actual volume of stumpage, logs/flitches and sawntimber produced and potential 

wood products that can be produced 

Tree/Wood Products Quantity 
Utilization/Processing 

Efficiency(%) 

Standing volume (converted into bft, 1 m3 = 424 

bft) from 535 trees, (bft) 140,607 

 

Round log/flitches (bft)1 118,556 84% 
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Sawntimber (bft)2 23,879 20% 

Potential wood products:   

     Furniture(6-seater dining set @ 115 bft. wood 

per set), using 25% of sawntimber: 5969.75 bft, 

(number of sets) 52 

 

     Firewood from 535 harvested trees @ 10 

bundles per tree, (number of bundles) 5,350 

 

1 
Actual volume of flitches produced in bft as per PO-YISEDA record 

2
Actual volume of sawntimber produced in bft as per CENRO, Maasin official record; >caution: the low 

recovery rate can partly be explained by incomplete PO recording 

 

 

Figure 4-2: GIZ Support for improved harvesting operations 

  

 

Figure 4-3:  Evidence of high wood waste and improper handling of sawntimber in the PO’s 

stockyard 
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4.2 Worthiness of Different Production Decision Alternatives/Options 

 
The worthiness of PO-YISEDA’s timber harvesting business largely relies on the kind of end-

product that it decides to produce, and how this end-product is produced and priced in the 

market. The government’s timber production sharing agreement and permitting/certification 

policies are also perceived to significantly affect the profitability of the timber harvesting 

business. Several options are herein presented with their corresponding computed net present 

value, internal rate of return, and return on labor as the bases in making decision and/or 

selection of the best option.   

 

 

4.3 Revenue  

 
Table 4-2 presents the mean price of tree and wood products that YISEDA has actually 

produced and can potentially produce and the corresponding realizable total revenue. It is 

indicated that YISEDA would be able to realize the highest total revenue when the harvested 

trees are sold in flitches form (P1,778,337) than as stumpage or sawntimber. This can be 

attributed to high wood volume recovery of 84% when the harvested trees were processed 

into flitches. A meager P371,365 total revenue or just 21% of the revenue from flitches can be 

realized from sawntimber production. This is the consequence of low percentage wood 

recovery of just 20% when the flitches were processed into sawntimber. The possibility of 

unrecorded volume of sawntimber that has been used by the organization and its members 

cannot be discounted as a factor that has contributed to the low sawntimber volume recorded.  

 

The PO, however, is expected to earn a total revenue of P1,329,548 when it decides to venture 

into 6-seater dining set furniture-making using just 25% of the volume of sawntimber 

produced plus the income from the remaining 75% sawntimber volume and firewood 

production as Poten PD Option 6 (see table 4-2). This will even be higher when the processing 

efficiency of flitches into sawntimber will be improved. The additional pontetial realizable 

revenue of P107,000 is also seen if the organization decides to utilize the slashes and slabs 

from the harvested trees for firewood production.  

 
 
Table 4-2: Market price and total revenue per type of tree/wood product from Block 1  

Tree/Wood Products Quantity 
Market 

price/unit (P) 

Total revenue 

(P) 

Option 1 

Standing volume (converted into bft,     
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1 m3 = 424 bft) from 535 trees 140,607 6.50 913,945 

Option 2 

Round log/flitches (bft)1 

 

118,556 

 

15.00 

 

1,778,337 

Option 3 

Sawntimber (bft)2 23,879 

 

16.00 

 

371,365 

Option 3a (normal recovery rate of 70%) 

Sawntimber (bft) 82,989 

 

16.00 

 

1,327,825 

Option 3b (high recovery rate of 91%) 

Sawntimber (bft) 107,886 

 

16.00 

 

1,726,172 

Potential Option 1 

Round log/flitches (bft) 

Firewood (bundle) 

Total 

 

118,556 

5,350 

 

15.00 

20.00 

 

1,778,337 

107,000 

1,885,337 

Potential Option 2 

Sawntimber (bft) 

Firewood (bundle) 

Total 

23,879 

5,350 

 

16.00 

20.00 

 

371,365 

107,000 

478,365 

Potential Option 3 

Sawntimber, 75% vol. (bft) 75% 

sawntimber 

Furniture (no. of 6-seater dining set 

from 25% of sawntimber vol. - 5969.75 

bft @ 115 bft/set) 

Firewood (bundle) 

Total 

 

17,909.25 

 

52 

 

5,350 

 

16.00 

 

18,000.00 

 

20.00 

 

286,548 

 

936,000 

 

107,000 

1,329,548 

1 
Volume of logs/flitches actually realized from harvested plantation with 84% wood recovery. 

2 
Actual volume of sawntimber realized from processing of flitches with 20% wood recovery; >caution: 

the low recovery rate can partly be explained by incomplete PO recording 
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4.4 Costs 

 

The estimated total costs for plantation establishment and maintenance which were all 

covered by the government subsidy were not included in the analysis. The study, therefore, 

focused on costs incurred in the harvesting of timber, wood processing and marketing of tree 

and wood products as shown in Table 4-3. Harvesting and wood processing costs constitute 

labor and materials, including permits and certifications. Marketing costs include transport 

cost, and cost of permits and/or certifications and promotions.  

 
Total cost is highest for PD Option 2 (P626,894) which covers the production of flitches alone 

and consists of activities such as harvesting and squaring of logs and hauling to roadside for 

marketing. The bulk of this is contributed by the huge amount that will be paid to DENR as the 

government’s share of 25% from the realizable revenue from sale of harvested flitches. Note 

that the high realizable revenue from flitches is due to the high volume produced because of 

efficient conversion of round logs into flitches. The same is true for total cost for Potential PD 

Options which is highest for Poten PD Option 1 (flitches+firewood production) in the amount 

of P723,194, even higher than when the PO decides to take Poten PD Option 3 

(sawntimber+furniture+firewood production) amounting to P687,790. This is attributed to the 

large amount paid to the government (DENR) as its 25% share from the total realizable 

stumpage value. 

 
The cost of labor for firewood production is high at P150 per man-day for an average 

production of only 10 bundles per day, thus resulting to a total of P96,300 payment for labor 

for potential total production of 5,350 bundles from the 535 harvested trees. Note that the 

total cost of production, particularly for the product line sawntimber, tends to increase as 

more value-adding and/or processing activities are pursued. This is attributed to costs incurred 

the bulk of which come from labor employment, plus those from material inputs, marketing 

and permits/certifications. 

 

Table 4-3: Total cost of timber harvesting, processing and marketing per PD Option 

Activity/ 

Item 

PD Options/Potential PD Options (in PhP) 

 Option 1: 

Stumpage 

(bft) 

Option 2: 

Logs (bft) 

Option 3: 

Sawntimber 

(bft) 

Potential 

Option 1: 

Logs+ 

Firewood 

(bundles) 

Potential 

Option 2: 

Sawntimber 

+ Firewood 

Potential 

Option 3: 

75% Sawn-

timber+25%F

urniture+ 

Firewood 
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Capital outlay 

Harvesting equipment 

Bandsaw 

Stockyard  

Total 

 

 

508,100 

 

 

508,100 

 

508,100 

110,000 

180,000 

798,100 

 

508,100 

 

 

508,100 

 

508.100 

110,000 

180,000 

798,100 

 

508,100.00 

110,000.00 

180,000.00 

798,100.00 

Harvesting 

Materials 

Labor 

RUP,ECC Processing 

Total 0 

 

61,760 

58,200 

9,000 

128,960 

 

61,760 

58,200 

9,000 

128,960 

161,760 

58,200 

9,000 

128,960 

61,760 

58,200 

9,000 

128,960 

61,760 

58,200 

9,000 

128,960 

Wood processing 

Materials 

Labor 

Total 

 

 

 

0 

 

 

 

0 

 

26,095 

69,000 

95,095 

 

 

 

0 

 

26,095 

69,000 

95,095 

 

26,095 

69,000 

95,095 

Marketing(transport, 

permits, promotion 0 0 36,000 0 36,000 36,000 

For Furniture/6-seater 

dining set 

Non-wood materials 

Labor 

Marketing transport, 

permits, certification 

Total  0 0 0 0 0 

 

119,600 

119,600 

12,000 

 

251,200 

For Firewood 

Labor 

Marketing 

Total 0 0 0 

80,250 

16,050 

96,300 

80,250 

16,050 

96,300 

80,250 

16,050 

96,300 

DENR share (25% of 

total revenue from 

stumpage value) 228,486 

 

228,486 228,486 228,486 228,486 228,486 
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Government tax, 3% of 

total revenue 27,418 53,350 11,141 53,350 11,141 8,597 

Total (PhP) 255,905 918,896 1,297,782 1,015,196 1,394,082 1,642,738 

 

 

4.5 Net Present Value, Internal Rate of Return and Return on Labor 

 

Table 4-4 and Figure 4-4 present the computed NPV and IRR for the different production 

decision options for Block 1 harvesting and wood processing. The initial timber harvesting, 

processing and marketing operations of the PO in Block 1 provide relatively acceptable NPVs 

and IRRs for PD Options 1 (Stumpage) and 2 (Logs). For PD Option 3 (Sawntimber), however, 

the value of NPV is negative (P-71,186) with low IRR value of 2%, which is indicative of a non-

profitable situation. This result is brought about by low turn-out of wood volume of 

sawntimber produced (20% wood recovery) in the processing of flitches, thus resulting to low 

realizable total revenue. This outcome is indicative of the PO members’ low level of skill in 

wood processing using the bandsaw, they being just newly exposed to such a technology and 

without experience. Contributing to this is the PO’s poor handling and management of its 

processed lumber and the stockyard as a whole. The possibility of unrecorded volume of 

sawntimber that had been used by the organization and its members which may have 

contributed to the low volume of sawntimber produced cannot be discounted. PO-YISEDA’s 

decision for PD Option 3 for Block 1 initial harvesting operation will only become financially 

feasible if it is able to improve its sawntimber processing efficiency to 91%, thus realizing a 

positive NPV of P1,421 and IRR of 11% (Table 4-4 and Figure 4-5). The 70% processing 

efficiency still results to a negative NPV of P-3,178 and low IRR of 8%, and this is attributed to 

the huge amount of costs coming from the capital outlay items such as harvesting equipment, 

bandsaw and stockyard. 

 
The low turn-out as experienced in Block 1 based on NPV and IRR, is usual for a business 

venture that has just started to operate and in the period of adjustment, where the cost of 

capital investment and operations is usually high, while production and marketing efficiency 

would seem to be low. The realizable total revenue is usually just enough to pay for the initial 

capital outlays, materials and labor. Thus, the margin for profit tends to be low, at a break-

even or negative situation. The situation, however, is expected to be better as the PO gains 

more experience, learns lessons and establishes confidence through time.  

 

Table 4-4 also shows Poten PD Option 3 (Sawntimber+furniture+firewood) as a potential 

production option for sawntimber that the PO can take to improve the worthiness of its timber 

harvesting and processing business. Its engagement to the production of 6-seater dining set as 

a value-adding activity using just 25% of its sawntimber produced, plus utilizing slashes and 

slabs for firewood production will result to NPV of P290,122 and a high IRR value of 30%, with 

even just a 70% sawntimber wood processing efficiency. 
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Table 4-4: Computed net present value (NPV) and internal rate of return (IRR) for the different 

PD Options for Block 1 harvesting and wood processing 

 

PD Options NPV (P) IRR (%) 

PD Option 1: Stumpage (535 trees with total vol of 331.62 

cu.m = 140,606.88 bft ), @P6.50/bft, (P) 
87,813 23% 

PD Option 2: Logs/flitches @P15/bft.*118,556 bft. 85,629 23% 

PD Option 3: Sawntimber:   

- Sawntimber, bft. (20% recovery of flitches volume), 

23,880 bft.@P16.00, (P) 
-71,186 2% 

- Sawntimber, bft. (70% recovery of flitches volume), 

82,989 bft.@P16.00 (P) 
-3,178 8% 

- Sawntimber, bft. (91% recovery of flitches volume), 

107885.8 bft.@P16.00, (P) 
1,421 11% 

Potential PD Options :   

   Poten PD Option 1: Logs/flitches + firewood (5,350 

bundles @P20) 
101,534 24% 

  Poten PD Option 2: Sawntimber + firewood:   

-  Sawntimber 20% recovery + firewood -113,229 <2% 

- Sawntimber 70% recovery + firewood -34,892 3% 

- Sawntimber 91% recovery + firewood 3,012 11% 

   Poten PD Option 3:  Sawntimber + furniture + firewood:   

-  Sawntimber 20% recovery + furniture + firewood -33,238 3% 

- Sawntimber 70% recovery + furniture + firewood 290,122 30% 

- Sawntimber 91% recovery + furniture + firewood 426,236 33% 

 

 

Figure 4-4: Value chain showing NPV and IRR for different PD Options for Block 1 harvesting 

and wood processing 
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Figure 4-5: NPV and IRR for PD Option 3 - sawntimber at 20%, 70% and 91% processing 

efficiency 

 
 

Return on labor (ROL) as shown in Table 4-5 indicates that PD Option 2 (logs) generates the 

highest value at P2,226 per man-day. This is brought about by efficient conversion (84%) 

process resulting to high volume of logs produced from harvested trees. On the other hand, 

ROL for PD Option 3 (sawntimber) is negative at P-1,247 per man-day. This is attributed to low 

processing efficiency (20%) of flitches into sawtimber. Improving wood processing efficiency 

even to 70% still results to negative ROL of P281 per man-day. Consistent with what has been 

previously mentioned, a 91% sawntimber processing efficiency is necessary to be able to 

realize a positive ROL of P121 per man-day, a value that is even below the minimum wage rate 

for labor in the locality of P150 per man-day. At 70% wood processing efficiency, however, the 

adoption of Poten PD Option 3 (Sawntimber+furniture+firewood) will result to a high ROL of 

P623 per man-day. Note, however, that firewood production as an additional value-adding 

activity tends to decrease the value of ROL in the different PD Options. This is because labor 

cost for firewood production is high at P150 per man-day for a low average production of only 

10 bundles per day resulting to high contribution to input costs while adding low realizable 

amount to total revenue.  

 

Table 4-5: Return on labor (ROL) for the different PD Options and Potential PD Options 

 

PD Option/Potential PD Total 
Input cost 

Labor man- ROL 

 

PD Option 1: 

Stumpage 

NPV: 
P87,813.48 

IRR:  23%  

 

 

 

 

 

 

PD Option 2: 

Flitches 

NPV: 
P85,628.78 

IRR:  23% 

 

 

 

 

 

 

 

PD Option 3 

Sawntimber 

NPV:  

P-71,186.47 

IRR:  2% 

 

Sawntimber (20%) 
NPV: 

 P-71,186.47 
 IRR:  2%  

Sawntimber (70%) 
NPV: 

   P-3,178.49 
  IRR:  8% 

Sawntimber (91%) 
NPV: 

   P1,421.05 
  IRR:  11% 
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Option revenue days (P/man-

day) 

PD Option 1: Stumpage 913,945 255,905 0 0 

PD Option 2: Logs 1,778,337 1,134,994 289 2,226 

PD Option 3: Sawntimber         

- 20% efficiency 371,365 1,162,137 634 -1,247 

- 70% efficiency 1,327,825 1,505,988 634 -281 

-  91% efficiency 1,726,172 1,649,337 634 121 

Poten PD Option 1: 

Flitches+firewood 1,885,337 1,231,294 824 794 

PD Option 2: 

Sawntimber+firewood         

- 20% efficiency 478,365 1,258,437 1,169 -667 

- 70% efficiency 1,434,825 1,602,288 1,169 -143 

- 91% eficiency 1,833,173 1748637 1,169 72 

Poten PD Option 3: Sawn 

timber+furniture+firewood         

- 20% efficiency 1,329,555 1,485,890 1,767 -88 

- 70% efficiency 4,342,869 2,323,798 3,239 623 

- 91% efficiency 5,613,630 2,678,851 3,860 760 

 

 

4.6 Labor Employment Potential 

 
Opportunities for labor employment in the remote upland Barangay of Lunas is scarce where 

most of the local people are only engaged in farming, livestock raising and cutflower 

production to make a living. PO-YISEDA’s perception and expectation is that the timber 

harvesting and wood processing activity will create a significant employment opportunity 

especially among its members, and henceforth, will contribute to the improvement of the 

living condition of the local people and the community. As such, the organization’s option is to 

adopt value-adding production options that will not only increase the realizable margin for 

profit but also significantly create employment opportunities for the local communities. 
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Table 4-6 shows that the production option with the greatest number of value-adding activities 

has the highest potential for labor employment. In the case of Block 1 timber harvesting 

(Figure 4-6), having just the stumpage as the final product for sale creates no labor 

employment at all. The decision to produce sawntimber (PD Option 3) creates a good number 

of value-adding activities and therefore possess a high labor employment potential of 634 

man-days with a corresponding income opportunity for PO members of P126,800. This labor-

intensive option includes major specific activities such as timber harvesting, squaring logs into 

flitches, and sawmilling of flitches into lumber.   

 
Utilization of slashes and slabs for firewood production and engagement in furniture-making 

are potential options that would create additional labor man-days opportunities particularly 

for flitches and sawntimber production options. In Poten PD Option 1 (Flitches+firewood), for 

example, firewood production will create an additional employment opportunity of 535 man-

days with an equivalent peso value of P80,250, thus making-up 65% of the total potential labor 

employment of 824 man-days (Table 4-5). The addition of furniture-making as a potential 

value-adding venture is expected to open-up a significant level of employment opportunity for 

the PO members. The potential production option Poten PD Option 3 

(Sawntimber+furniture+firewood) as shown in Table 4-5 and Figure 4-6, will be able to 

generate 1,767 man-days employment for an equivalent income opportunity of P326,650 that 

can be realized by the PO members. Of the total man-days, 598 man-days or 34% can come 

from furniture production (6-seater dining set) where the PO can realize an additional income 

of P119,600, apart from its earnings from sawntimber and firewood production. 

 

Table 4-6: Labor employment (man-days) per PD Option for timber harvesting and wood 

processing  

PD Option Activity/Man-days 

 
Harvesting 

Wood 

processing 

Total man-

days 

Peso 

value(P) 

PD Option 1: Stumpage 0 0 0 0 

PD Option 2: Logs @ P200/md 289 0 289 57,800 

PD Option 3: Sawntimber @P200/md 289 345 634 126,800 

Potential Options:     

Poten PD Option 1: 

Flitches+firewood    
 

- Flitches @P200/md   289  289 57,800 

- Firewood @P150/md  535 535 80,250 
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Figure 4-6: Labor employment potential of the different PD Options for Block 1 timber 

harvesting and wood processing 

 
 

4.7 Setting 25% DENR Share on Total Revenue from Stumpage – 

Theoretical/Optimizing Situation 

 

PD Option 1 

Stumpage 

0 md 

P0.00 

PD Option 2 

Flitches 

289 md 

P57,800 

PD Option 3 

Sawntimber 

634 md 

P126,800 

Poten PD 
Option 1 

Flitches+FW 

824 md 

P138,050 

Poten PD 
Option 2 

Sawn+FW 

1169 md 

P207,050 

Poten PD 
Option 3 

Sawn+Furn
+FW 

1767 md 

P326,650 

Total   824 138,050 

   Poten PD Option 2:   

   Sawntimber +firewood 

    

- Sawntimber  @P200/md 289 345 634 126,800 

- Firewood @P150/md  535 535 80,250 

Total    1169 207,050.00 

 

   Poten PD Option 3: 

   Sawntimber+furniture+firewood 

    

- Sawntimber @P200/md 289 345 634 126,800 

- Furniture @P200/md  598 598 119,600 

- Firewood @P150/md  535 535 80,250 

Total    1767 326,650 
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This section presents a theoretical/optimizing situation for the realizable NPVs, IRRs and ROLs 

for the different production decision options considering total revenue from the stumpage 

value as the sole basis of the 25% DENR share from YISEDA’s timber harvesting and processing 

venture. Section 4.1 of the DENR Administrative Order 98-42, as mentioned in the clarificatory 

letter of DENR Undersecretary Adobo (Annex 4), indicates that the 25% government share 

shall be based on the equivalent scaled volume of timber in the stumpage. DAO 98-42 is clearly 

saying that any revenue realized by the PO from tree or wood products as a result of its 

initiative in pursuing value-adding activities such as producing flitches, sawntimber processing 

and engaging in furniture-making out of the harvested stumpage, shall all accrue to the PO’s 

realizable revenue. 

 

This optimizing situation will tend to decrease the amount that the PO will be paying to DENR 

for the 25% timber production share, and thus will be realizing higher revenue from its tree 

products resulting to higher net return from timber harvesting and processing business. Under 

this theoretical scenario and with particular focus on sawntimber production as an option (PD 

Option 3), a 70% wood processing efficiency will already give the PO a positive NPV of P12,202 

and higher IRR of 14% (Table 4-7). The potential sawntimber+furniture+firewood option (Poten 

PD Option 3) will give a significantly higher NPV of P293,166 and an IRR of 30% at 70% 

sawntimber processing efficiency. 

 

 

 

 

 

Table 4-7: NPV and IRR of the different PD Options under the theoretical 25% DENR share on 

stumpage 

 

PD Options NPV (P) IRR (%) 

 PD Option 1: Stumpage (535 trees with total vol of 

331.62 cu.m = 140,606.88 bft ), @P6.50/bft, (P) 
87,813 23% 

 PD Option 2: Logs/flitches @P15/bft.*118,555.8 bft., 

(P) 
117,750 25% 

 PD Option 3: Sawntimber:   

- Sawntimber, bft. (20% recovery of flitches 

volume), 23,879.59 bft.@P16.00, (P) 
-91,349 <2% 

- Sawntimber, bft. (70% recovery of flitches 

volume), 82,989.06 bft.@P16.00, (P) 
12,202 14% 
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- Sawntimber, bft. (91% recovery of flitches 

volume), 107885.8 bft.@P16.00, (P) 
31,604 18% 

Potential PD Options :   

   Poten PD Option 1:  Squared log/flitches + firewood 

(5,350 bundles @P20) 
133,655 26% 

  Poten PD Option 2:  Sawntimber + firewood:   

-  Sawntimber 20% recovery + firewood -133,392 <2% 

- Sawntimber 70% recovery + firewood -19,512 3% 

- Sawntimber 91% recovery + firewood 33,195 18% 

   Poten PD Option 3:  Sawntimber + furniture + 

firewood: 

  

-  Sawntimber 20% recovery + furniture + 

firewood 
-56,553 2% 

- Sawntimber 70% recovery + furniture + 

firewood 
293,166 30% 

- Sawntimber 91% recovery + furniture + 

firewood 
440,383 33% 

 

Table 4-8 presents return on labor (ROL) for the different production options under this 

theoretical scenario. Still, ROL is highest for PD Option 2 (Flitches) with a value of P2,974 per 

man-day. This is due to the high percentage of wood volume recovered resulting to larger total 

revenue with lesser cost of payment for the 25% DENR share, and therefore a higher value of 

net revenue. The production of firewood, however, as an additional potential option to flitches 

production (Poten PD Option 1) will tend to decrease the value per man-day of ROL to P1,056. 

This is because of the high cost of labor per man-day for firewood production which is pegged 

at P150 while the realizable revenue that it can generate tends to be low reaching just almost 

a break-even condition. For PD Option 3(Sawntimber) to establish an acceptable ROL also 

needs to attaind 91% wood processing recovery from flitches. At least for Poten PD Option 3 

(Sawntimber+furniture+firewood), a high value of ROL at P630 per man-day can be realized 

with sawntimber processing efficiency of just 70%. Twenty percent efficiency will result to an 

unacceptable negative ROL of P-177 per man-day. 
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Table 4-8: Return on Labor of the different PD Options under the theoretical 25% DENR share 

on stumpage 

 

PD Option/Potential PD 

Option 

Total 

revenue Input cost 

Labor man-

days 

ROL 

(P/man-

day) 

PD Option 1: Stumpage 913,945 255,905 0 0 

PD Option 2: Flitches 1,778,337 918,896 289 2,973 

PD Option 3: Sawntimber         

- 20% efficiency 371,365 1,297,782 634 -1,461 

- 70% efficiency 1,327,825 1,402,518 634 -118 

-  91% efficiency 1,726,172 1,446,280 634 441 

Poten PD Option 1: 

Flitches+firewood 

1,885,337 1,015,196 824 1,056 

Poten PD Option 2: 

Sawntimber+firewood         

- 20% efficiency 478,365 1,394,082 1169 -783 

- 70% efficiency 1,434,825 1,498,818 1169 -55 

- 91% eficiency 1,833,172 1,542,580 1169 249 

Poten PD Option 3: Sawn 

timber+furniture+firewood         

- 20% efficiency 1,329,555 1,642,738 1767 -177 

- 70% efficiency 4,342,869 2303318 3239 630 

- 91% efficiency 5,613,630 2,583,680 3860 785 

 

 

4.8 Market Sensitivity for Sawntimber 
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Table 4-9 and Figure 4-7 show the sensitivity of the NPV, IRR and ROL for sawntimber to the 

market place/channel where price per board foot and marketing and/or transport costs 

significantly vary. Again, considering that Block 1 harvesting is just a start-up business activity 

of the PO, where cost of investment is high due to the acquired capital outlays and usually low 

production output because of operational inefficiency, the realizable NPV, IRR and ROL values 

tend to be low. In this case, the values of NPVs and ROLs are all negative, and IRR below the 

discount rate used in the analysis which is caused by significantly low turn-out in the 

processing of flitches into sawntimber (20% wood recovery).  

 

PO-YISEDA will be better-off if its sawntimber will be sold in nearby town of Sogod, Southern 

Leyte where the price per board foot is P30, almost double that of Maasin City while the 

marketing/transport costs is just a bit higher at P29,400. Due to low market price in Maasin 

City at P16 per board foot, the PO would be realizing higher negative NPV and ROL for the 

harvesting of Block 1, and lower IRR of just 2%. Comparatively, marketing the sawntimber in 

nearby Matalom, Leyte and Sogod, Southern Leyte, and in Baybay City, Leyte will provide 

YISEDA better opportunities to earn better at earlier stage of harvesting business and lessen 

the impact of low sawntimber processing efficiency where lower negative values of NPVs and 

ROLs are realized, and higher IRRs. Given the opportunity and with an established market link, 

the best place to market sawntimber is Baybay City where the buying price is high at P36.00 

per board foot while the marketing cost, which inuldes transport cost, permits and promotion, 

is just reasonable. Marketing in Cebu will not be an attractive choice as higher marketing 

and/or transport costs are expected to be incurred and more burden is seen particularly in the 

processing of permits and related documents, while the buying price is relatively low at P20 

per bft.  

 

Table 4-9: Market sensitivity of sawntimber at 20% wood processing recovery 

 

Market place 

Price/bft 

(P) 

Total 

revenue(P) 

Marketing/

Transport 

cost(P) NPV (P) IRR (%) ROL (P) 

Maasin City 16 371,365 25,500 -69,626 2% -1,231 

Matalom 20 477,592 25,500 -58,257 3% -1,110 

Sogod 30 716,388 29,400 -33,280 4% -845 

Baybay 36 859,665 32,000 -18,332 6% -686 

Cebu 20 477,592 36,000 -59,818 3%  -1,127 

 

 

Figure 4-7: Sensitivity of NPV to market place of sawntimber 
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4.9 Sensitivity to Sawntimber Processing Efficiency  

 

Processing or wood conversion efficiency is one key indicator that will justify the profitability 

of sawntimber production as an option value-adding activity. Table 4-10 and Figure 4-8 

indicate that improving the conversion of flitches into sawntimber from 20% recovery to a 

higher processing efficiency of 70-91% will result to increased NPV, IRR and ROL. Being at the 

start-up phase, however, a 70% conversion efficiency, will not be enough for the PO to come 

up with acceptable levels of NPV, IRR and ROL. At this initial processing venture, YISEDA has to 

establish 91% sawnwood conversion efficiency from the harvested flitches to realize positive 

NPV of P1,421 and ROL of P121, and an acceptable IRR of 11%.  

 

Table 4-10: Wood processing efficiency sensitivity for sawntimber production at actual market 

price (P16) per board foot. 

Wood 

processing 

efficiency (%) 

Wood 

volume 

(bft) 

Total 

revenue(P) 

Total Cost(P) NPV (P) IRR(%) ROL (P) 

20 23,880 371,365 1162137 -71,186. 2% -1,247 

70 829,89 1,327,825 1,505,988  -3,178 8%  -281 

91 107886 1,726,172 1,649,337 1,421 11%  121 

 

 

Figure 4-8: Sensitivity of NPV to sanwtimber processing efficiency 

-80,000.00 -60,000.00 -40,000.00 -20,000.00 0.00
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4.10 Price Transmission Analysis in the Value Chain 

 

Figure 4-9 presents the pricing per unit of timber and/or wood products, and the realizable 

total revenue and cost items in the value chain. The price per unit of wood product tends to 

increase as more value-adding activities are undertaken. Taking stumpage as a production 

option (PD Option 1) in the value chain will make YISEDA selling per board foot equivalent of 

timber just at P6.50. The realizable total revenue over 6.9 ha of harvested tree plantation is at 

P913,945 or only P132,456 per ha. Cost items, however, only include payments for 25% DENR 

share and the 3% percent government tax imposed on total revenue. 

 
PD Option 2 (logs) tends to increase the selling price per board foot of timber at P15. The high 

wood volume recovery of harvested logs into flitches when sold will give YISEDA a 

corresponding total revenue of P1,778,337 or an equivalent per ha of P257,730 which is 

almost twice that of PD Option 1. Total costs involved are however, higher by P662,992 or 

P96,086 per hectare due to harvesting, firewood production and marketing, and higher 

payment for the 25% DENR share and government tax. 

 
Processing further the harvested flitches into sawntimber (PD Option 3) will increase the 

selling price per board foot to P16. The inefficiency in the sawntimber processing has, 

however, resulted to low sawntimber volume turn-out and a total revenue of P371,365 or 

equivalent to just P53,821 per hectare. As expected, the realizable margin for profit must be 

significantly lower than that of PD Option 2 as there are more costs involved such as in the 

processing of flitches into sanwtimber (P95,095) and marketing/transport of sanwtimber 

(P36,000), apart from harvesting, and payments for DENR share and government tax. This 

-80,000.00 -60,000.00 -40,000.00 -20,000.00 0.00 20,000.00

Efficiency: 20%
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Efficiency:  91%
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value-adding option will only become feasible if, as mentioned in the preceding section, the 

sawntimber processing efficiency will be improved to 91%. 

 
Figure 4-10 shows the addition of firewood production and furniture-making as potential 

value-adding activities (PD Option 4) will further improve the PO’s per board foot peso value of 

wood products. In addition to flitches and sawntimber, firewood can be produced from the 

slashes and slabs. and 25% of the volume of sanwtimber can be used for the production of 6-

seater dining set which can be sold at P18,000 per set. Poten PD Option 1 (Flitches+firewood), 

for example, will generate a total revenue of P1,885,337, with the addition of P107,000 

revenue from firewood, for 6.9 ha harvested block or an equivalent of P273,237 per ha. 

Furniture-making as a potential value-adding option can generate a significant amount of 

revenue in addition to sawntimber and firewood production as shown in Poten PD Option 3. 

For this potential option the PO can realize a total revenue of P1,414,365 or an equivalent of 

P204,980 per hectare. Poten PD Option 3 also increases the peso value of sawntimber at 

P59.23 per bft. This potential option, however, entails the highest cost requirement among the 

three potential production options due to the addition of production and marketing/transport 

costs for furniture. Nevertheless, the margin for profit is expectedly highest among the three 

potential options due to the lucrative 6-seater dining set furniture-making. 

 

 

Figure 4-9: Pricing of wood products, total revenue, and costs in the value chain 

 

 

 

 

 

 

 

PD Option 1 

STUMPAGE 

•Price/bft: P6.50 

•Total Revenue: 
P913,944.72 

•Costs: 

•Harvesting: P0.00 

•Processing: P0.00 

•Maketing/Trans: P0.00 

•DENR share: P228,486.18 

•Gov.'t tax: P27,418.34 

•Total Cost: P255,904.52 

 

PD Otion 2 

FLITCHES 

•Price/bft: P15.00;  

•Total Revenue:  
P1,778,337.00 

•Costs: 

•Harvesting: P128,960.00 

•Processing: P0.00 

•Marketing/Trans: P0.00 

•DENR share: P444,584.25 

•Gov't tax: P53,350.11 

•Total Cost:  P918,896.29 

 

 

 

 

PD Option 3 

SAWNTIMBER 

Price/bft: P16.00;  
Total Revenue: P371,365.27 
Costs: 
 -Harvesting:  P128,960.00 
 -Processing:  P95,095.00 
 - Marketing/Trans: 
P36,000.00 
 -DENR share: P92,841.32 
 -Gov't tax: P11,140.96 
-Total Cost: P1,297,782.14 
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Figure 4-10: Pricing of wood products, total revenue and costs in the value chain for potential 

PD Options 

 

 

 

 

Figure 4-11 indicates that pricing per board foot of sawntimber is best when marketed in 

Baybay City, Leyte (P36) with a realizable total revenue of P859,665. Preferable market 

channels are also in nearby Matalom, Leyte where per board foot of sawntimber is priced at 

P20 with a total realizable revenue of P477,592, and Sogod, Southern Leyte (P30) where the 

expected total revenue is P716,388. The nearest Maasin City (P16) is a potential one, however, 

would need some sort of identifying “good” buyers and promotion to be able to establish a 

higher and more competitive price for YISEDA’s sawntimber. YISEDA’s marketing experience in 

Cebu was not encouraging where its sawntimber was finally valued at P20 per board foot only 

(the PO had expected more). With a total revenue of only P477,592 and high marketing and/or 

transport cost of P36,000, the expected margin for profit is not appealing, not to mention the 

bulk of work and hustles in the processing of permits and other documents. YISEDA, therefore, 

will be better-off to market locally in Leyte and Southern Leyte, where its sawntimber is valued 

at a higher price and the cost of marketing and transport is less resulting to higher margin for 

profit, and the risks and hustles involved are perceive to be lesser than when marketed in 

Cebu. 

 

 

 

 

Poten PD Option 1 

FLITCHES+FW 

Price/bft:  P15.00 
Total Revenue:  
  -Flitches: P1,778,337.00 
  -Firewood:  P107,000.00 
Total Rev.: P1,885,337.00 
Costs: 
 -Harvesting: P128,960.00 
-Processing: P0.00 
-Marketing/Trans: P0.00 
-For firewood:P96,300.00 
-DENR share: P444,584.25 
-Gov't tax: P53,350.11 
Total Cost: 1,231,294.36 
   

 

Poten PD Option 2 

SAWNTIMBER+FW 

Price/bft:  P16.00 
Total Revenue:   
-Sawntimber: P371,365.27 
-Firewood: P107,000.00 
Total Rev.: P478,365.27 
Costs: 
-Harvesting:      P128,960.00 
-Processing:    P95,095.00 
-Marketing/Trans: 
P36,000.00 
-For firewood:P96,300.00 
-DENR share: P92,841.32 
-Gov't tax: P11,140.96 
Total Cost: P1,258,437.28 
 

 

Poten PD Option 3 

SAWN+FURN+FW 
Price/bft:  P16.00 
Total Revenue:   
-Sawntimber: P371,365.27 
-Furniture:P936,000.00 
-Firewood: P107,000.00 
Total Rev.: P1,414,365.27 
Costs: 
-Harvesting:      P128,960.00 
-Processing:    P95,095.00 
-Marketing/Trans: P36,000.00 
-For furniture: P251,200.00 
-For firewood:P96,300.00 
-DENR share: P92,841.32 
-Gov't tax: P11,140.96 
Total Cost: P1,485,890.42 
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Figure 4-11: Pricing of sawntimber, total revenue and costs at various marketing channels 

 

 

4.11 Utilization Standard, Market, and Related Government Policies and 

Arrangements 

 
The initial timber harvesting experience of YISEDA in Block 1 tree plantation is indicative of the 

PO’s lack of technical capability and planning. Considering, however, the PO members and 

officers’ sincere desire to learn and commitment to pursue a successful timber harvesting and 

processing business, and with enough external support from organizations like the GIZ and the 

DENR, there is high potential for the PO to improve its timber harvesting and processing 

venture and cope with the quality standards of the different market channels in due time. On 

the other hand, the quantity of timber that the PO can provide largely depends on the 

available harvestable stocking within the 4 remaining blocks to be harvested considering the 

30 cm minimum DBH limit and the existence of only few merchantable trees per hectare. This 

situation may limit YISEDA’s dealings and establishment of links with potential market 

channels and meet their respective volume demand for timber. This can be aggravated by the 

long and laborious processes involved in the acquisition of Resource Use Permits (RUP) that 

would delay tree harvesting and therefore the availability of timber products on time and 

sustained basis. The 100% tree inventory for example, is time and labor consuming, and tough 

requirement that will hinder the prompt issuance of RUP. This sets aside the long and 

MAASIN CITY, 
SO. LEYTE 

Price/bft: P16.00 

Total Rev: 
P371,365.27 

Marketing/Trans
port Costs: 
P25,500.00 

MATALOM, 
LEYTE 

Price/bft: P20.00 

Total Rev: 
P477,591.80 

Marketing/Trans
port Costs: 
P25,500.00 

SOGOD, SO. 
LEYTE 

Price/bft: P30.00 

Total Rev: 
P716,387.70 

Marketing/Trans
port Costs: 
P29,400.00 

BAYBAY CITY, 
LEYTE 

Price/bft: P36.00 

Total Rev: 
P859,665.24 

Marketing/Trans
port Costs: 
P32,000.00 

CEBU 

Price/bft: P20.00 

Total Rev: 
P477,591.80 

Marketing/Trans
port  Costs: 
P36,000.00 
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complicated chain of channels that the RUP application passes through before it finally gets to 

the DENR Secretary for approval. The DENR requirement for an Environmental Compliance 

Certificate (ECC), assuming that the RUP has already been issued and before harvesting can be 

done for every delineated Block scheduled for harvest, complicates more the already difficult 

situation.  

 

The DENR’s 75%-25% timber production sharing agreement (TPSA) policy essentially requires 

revisiting. The 25% DENR share from the scaled volume of stumpage is not encouraging on the 

part of the PO as it may involve large amount of cash payment to DENR which forms part of 

the PO’s cost items. This is a disincentive rather than an incentive and may not be consistent 

with the provision in the Revised Forestry Code of the Philippines (Presidential Decree 705) 

which provides tax free and other incentives to individuals, groups and landowners who will be 

engaging in industrial tree plantation business. It is also worthwhile looking at YISEDA’s 

experience on the 3% government taxation that was based on the gross/total revenue rather 

than on net revenue. The ordinary layman’s interpretation of government taxation policy is 

that the tax paid to the government is based on the net revenue earned from a particular 

economic endeavor. 

 
It is perceive that the future demand for timber is stable and will even increase due to the 

foreseen expanding household and industrial needs, particularly in urban and sub-urban areas 

in Leyte Island and nearby provinces (CENRO-Maasin 2012). The challenge is for YISEDA to 

cope with the continuing and expanding volume requirement and quality standards such that 

it is able to establish, sustain and even expand its market channels, build-up appealing prices 

for its timber products and realize an improved margin for profit. There are potential 

opportunities that YISEDA can access from various timber merchants and furniture-makers 

that provide marketing and technical support to timber producers. The Bato-Hilongos-

Matalom Wood Users Association (BAHIMA-WOOD) is an active group of timber merchants 

and furniture-makers in Leyte that provides training on proper and efficient sawmilling and 

sawmill management and high quality furniture-making. This group of wood users is a major 

market channel which also helps smallholder timber producers find markets for timber 

products and arrange for marketing and transport. The ACIAR Smallholder Forestry Project 

(2007) was able to establish a list of timber buyers and processors in Regions 7 and 8 that are 

potentially accessible for YISEDA’s timber harvesting, processing and marketing interests. 

CENRO-Maasin is serving as a connecting link for timber buyers and sellers, and has already 

provided PO-YISEDA technical support in the harvesting of Block 1 tree plantation. 

 
Market for firewood is widely evident and encouraging for YISEDA to engage to as a value-

adding activity that provides additional source of income and employment. Firewood 

production increases the percentage utilization and economic value of the stumpage with the 

conversion of supposed to be harvesting debris from slashes and slabs into salable firewood 

product. One major concern though is for YISEDA to determine the appropriate arrangement 

for labor in such a way that firewood production is cost-efficient and/or at a least-cost. A daily 

wage rate of P150 for an average production of 10 bundles per man-day makes the venture 



Economic Analysis of Community Based Timber Harvesting 33 

 

GIZ EnRD Program Philippines, CBFM Component 

costly and therefore, just a minimal margin for profit where its market price is pegged at P20 

per bundle. 

 

 

5 CONCLUSION AND RECOMMENDATION 

 
The initial timber harvesting experience of PO-YISEDA poses a challenging but interesting 

situation that can potentially model and serve as an actual evidence of the economic feasibility 

of a community-based timber harvesting. One major lesson learned is the necessity of careful 

planning and organizing to consider the critical aspects of market and marketing, and the PO’s 

capability in terms of human and financial resources to competently respond to the demand 

requirements for timber products of the various market channels. The general observation is 

PO-YISEDA’s lack of planning and organizing of its timber harvesting venture and knowledge 

about the market. This can be a consequence of the organization’s lack of technical 

competence to plan and organize timber harvesting and processing, and study about the 

market situation for its timber products. Lack of skill on tree measurement, harvesting and 

processing has contributed to a shaky financial outcome of its initial Block 1 harvesting, as 

evidenced by the low turn-out of the volume of sawntimber produced due to low wood 

processing efficiency. Improving skills on wood processing into sawntimber will increase wood 

conversion efficiency resulting to higher yield and better quality sawntimber and expectedly, 

higher and appreciative margin for profit. 

Efficient harvesting and processing of timber into flitches, sawntimber and furniture tend to 

increase the market value per board foot of timber and the realizable margin for profit. The 

more value-adding activities are made the higher the wood value becomes, thus, resulting to 

increased profit. It also leads to the creation of more employment opportunities which is badly 

needed in communities like Barangay Lunas, Maasin, Southern Leyte where opportunities for 

employment are evidently less if not absent.  

 
Knowledge about the market is crucial for PO-YISEDA to consider as part of planning and 

organizing of its timber harvesting, processing and marketing program. This will provide the PO 

the basis and guide in the planning and organizing of its timber harvesting and processing 

activities so that it is able to produce the necessary quantity and quality of timber products 

within the demand and standards of prospective buyers or market channels. This will ensure 

market for its timber/wood products, provide the opportunity for the PO to choose from 

prospective buyers where its timber/wood products will be best valued, minimize risk and 

eventually gain an encouraging margin for profit.  

 
The presence of external support from the GIZ has not only provided the technical strength for 

PO-YISEDA to pursue the timber harvesting, processing and marketing business. The GIZ 

support and commitment has also establish a strong psychological and emotional desire 

among the PO officers and members recognizing the fact that great opportunities are around 
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and therefore, there should be no reason to fail. The sincere support of the DENR-CENRO, 

Maasin City was also instrumental, both technically and administratively, which enabled the 

PO to realize its timber harvesting, processing, and marketing business. The CENRO though 

could have guided PO-YISEDA in the marketing of its timber products, and may have served as 

the link where the PO can get through for the potential and attractive market channels. 

 

The government requirements and arrangements for a PO-based or community-based tree 

harvesting are complicated and costly and would seem to contradict the basic principles of 

what community-based forest management is supposed to be promoting: simple, adoptable, 

affordable and to a certain extent profitable. Simplifying the requirements for an RUP 

application and localizing its processing and approval on a regional level will be an encouraging 

option for a community engagement in tree plantation and harvesting venture. The taxing 

100% timber inventory requirement, for example, can be reduced to the technically acceptable 

and statistically reliable school-taught 5% or 10% sampling intensity. This will make the 

inventory fast, easy and less costly on the part of the PO. The requirement for an ECC for every 

harvesting to be made can be issued just once for the entire duration of the timber harvesting 

project of YISEDA.  

 
The 75%-25% PO-DENR Timber Production Sharing scheme can be revised in favor of providing 

larger share of realizable total revenue to the partner PO, so that the arrangement becomes 

more of an incentive rather than a disincentive. Another alternative is the possibility of 

changing the basis of sharing from total revenue to net revenue. This will make timber 

harvesting more appealing and a clear incentive on the part of the PO. There are, however, 

various ways in which the government can make retrieval of the possible loss financial 

opportunities due to the suggested changes in the sharing scheme. A plant-after-harvest 

arrangement can be imposed as a requirement for the PO to take full responsibility of re-

establishing and maintaining tree plantations in harvested stands without anymore receiving 

any compensation from the government. This way will eventually make the PO taking full hand 

in due time in sustainably managing the tree plantation and partnership and with assistance 

from the DENR. 

The imposition of 3% government tax on the PO’s total revenue from the sale of timber 

products has to be reviewed. In practice, the computation of taxable income is based on the 

net revenue where all costs of operations have already been deducted from the total revenue. 

Moreover, in recognition of the provision in the Revised Forestry Code of the Philippines (PD 

705) which provides exemption from government tax of any individual or group who will be 

engaging in industrial tree plantation establishment as a form of incentive, PO-YISEDA, with 

the support of DENR-CENRO, Maasin, can be granted free taxation from its tree plantation 

establishment and harvesting business.  

 

 

 

 



Economic Analysis of Community Based Timber Harvesting 35 

 

GIZ EnRD Program Philippines, CBFM Component 

  



Economic Analysis of Community Based Timber Harvesting 36 

 

GIZ EnRD Program Philippines, CBFM Component 

REFERENCES 

 

Bertomeu, M 2006. Financial Evaluation of Smallholder Timber-based Agroforestry System in 

Claveria, Northern Mindanao, the Philippines. Small-scale Forest Economics, Management and 

Policy, 5(1): 57-82, 2006. 

 

CENRO-Maasin 2012. Project Report, CENRO, Maasin City, Southern Leyte, Philippines, 2012.  

 

Fortenbacher, D. 2011. A Project Report on Economic Analysis of Timber Marketing in the 

People Organization Yiseda, GIZ Project Document, April, 2011. 

 

GIZ 2012. PO-YISEDA 2012 Project Document. 

 

Harrison S. & J. Herbohn 2007. Financial and Economic Research Methods for Agricultural 

Research Managers Training Workshop. Australian Centre for International Agricultural 

Reesearch, Australia , 2007. 

 

PO-YISEDA 2012. Project Report 2012. 

 

 

  



Economic Analysis of Community Based Timber Harvesting 37 

 

GIZ EnRD Program Philippines, CBFM Component 

 

 

 

 

 

 

 

 

 

ANNEXES 
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Annex 1: The semi-structured interview schedule used in the conduct of field interview for 

PO-YISEDA respondents. 

 

SOCIO-ECONOMIC ASSESSMENT OF TIMBER HARVESTING IN THE PO YISEDA 

FOREST PLANTATION PROJECT 

 

Interview Schedule - PO YISEDA Key Respondents 

 

Key Respondent no.:________ 

Place of Interview:_______________________ 

Date of Interview:_______________________ 

 

Name of Respondent:________________________  Address:___________________________________ 

Agency/Organization: ________________________________   Designation/Position:________________ 

 

I. DEMOGRAPHIC PROFILE 

 

Age:____  Sex:____  Civil status:_____   Household size:______   No. of children:_____    

 

Education: _______________ Employment/Source of income: 

___________________________________ 

 

Responsibility(ies) in PO 

YISEDA:__________________________________________________________ 

 

Trainings attended in forestry & related 

fields:_________________________________________________ 

 

Experience/exposure to forestry related 

activities:______________________________________________ 
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II. CBFM PLANTATION PROFILE 

Total CBFM area in hectares: ______  

Development activities w/n CBFM area(eg. tree plantation, agroforestry, ecotourism, 

others):_______________________________________________ 

Requirements/Documents accomplished for CBFMA:__________________________________________ 

Year CBFMA granted:____________ Other operational documents required:_______________________ 

____________________________________________________________________________________

_ 

Problems met in CBFMA 

application:________________________________________________________ 

 

 

III. PLANTATION ESTABLISHMENT AND MAINTENANCE OPERATIONS 

A. Total area of established plantation (hectares):____  Age:____ Species 

planted:__________________ 

B. Total number of trees planted per species 

 

Species  No. of trees planted Spacing 

   

   

   

C. Capital outlay established/acquired for plantation establishment & maintenance 

Capital outlay Quantity  Unit 

cost(P) 

Average life 

(years/months) 

Remarks 
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D. Material Inputs (per hectare basis) 

No. of seedlings planted per ha:____________ Cost of per unit of seedling(P):______________________ 

Tools used in plantation establishment & maintenance: 

Tools Quantity  Unit 

cost(P) 

Average life 

(years/months) 

Remarks 

     

     

     

     

     

 

Other material inputs used in plantation establishment & maintenance: 

Materials  Quantity  Unit cost(P) Remarks  

    

    

    

    

    

 

E. Labor Input (per hectare basis) 

Number of man-days & costs involved in plantation establishment & maintenance activities (eg. planning 

&design, site preparation, planting, etc.) 

Activity  No. of 

person 

No. of 

days 

Wage/day(P) Remarks  
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F. Permits/Certifications accomplished for plantation establishment & maintenance 

Permit/Certification Cost(P) Remarks 

   

   

   

 

G. Other costs incurred in plantation establishment & maintenance 

Other items Quantity  Unit cost(P) Remarks  

    

    

    

    

 

H. What were the problems and constraints that you have encountered in the establishment and 

maintenance of your plantation? 

 

I. What are the things that you can suggest in view of the problems/constraints that you have identified?  

 

J. How you can make your plantation establishment and maintenance operations become more 

efficient?  

 

IV. TIMBER HARVESTING 

A. Number and volume of trees per species harvested 

Species  No. of trees harvested Equivalent volume (cu m) Price/cu m(P) 
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B. Estimated percentage wood recovery from harvested timber to produce logs:__________ 

C. What are the contributing factors to the percentage wood recovery realized in producing logs? 

 

D. Capital outlay established or acquired for harvesting timber 

Capital outlay Quantity  Unit 

cost(P) 

Average life 

(years/months) 

Remarks 

     

     

     

     

 

E.  Material Inputs  

Tools/equipment used in timber harvesting  

Tools Quantity  Unit 

cost(P) 

Average lifetime 

(years/months) 

Remarks 

     

     

     

     

 

Other material inputs used in harvesting timber (eg. fuel, motor oil, etc) 

Materials  Quantity  Unit cost(P) Remarks  

    

    

    

F. Labor Input  

Number of man-days & costs involved in timber harvesting activities (eg. felling, de-limbing, bucking, 

hauling to forest road or main landing, etc) 
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Activity  No. of 

person 

No. of 

days 

Wage/day(P) Remarks  

     

     

     

     

     

 

G. Permits/Certifications accomplished for timber harvesting 

Permit/Certification Cost(P) Remarks 

   

   

   

 

H. Other costs incurred in timber harvesting 

Other items Quantity  Unit cost(P) Remarks  

    

    

    

    

 

I. What were the major problems or constraints that you have encountered in the harvesting of your 

timber? 

J. Any suggestions that you can give in view of the problems/constraints in harvesting your timber  

 

K. How you can make your harvesting activity become more efficient? 

 

V. TIMBER/WOOD PROCESSING 
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A. Wood products produced from processing of  harvested timber (lumber, firewood, furniture, etc) 

Wood products Quantity (volume/number) Unit cost (P) 

   

   

   

   

 

B. Estimated percentage wood recovery in processing of timber into lumber and other wood products? 

Wood products % recovery  Contributing factors 

   

   

   

 

C. Capital outlay established or acquired for timber/wood processing 

Capital outlay Quantity  Unit 

cost(P) 

Average life 

(years/months) 

Remarks 

     

     

     

 

D. Material inputs 

Tools used in timber/wood processing to produce lumber, furniture and other wood-based products 

Wood product/tools Quantity  Unit 

cost(P) 

Average 

life(years/months) 

Remarks 

Lumber (what tools?)     
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Furniture (what tools?)     

     

     

     

     

Firewood (what tools?)     

     

     

     

Other wood products (what 

tools?) 

    

     

     

 

Other material inputs used in processing timber into various wood-based products (eg. fuel, oil, etc.) 

Materials  Quantity  Unit cost(P) Remarks  

    

    

    

    

 

E. Labor inputs in processing harvested timber into lumber and other wood-based products such as 

furniture, firewood and other wood-based products 

Wood product No. of 

person 

No. of 

days 

Wage/day(P) Remarks  
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F. Permits/Certifications accomplished for timber processing 

Permit/Certification Cost(P) Remarks 

   

   

   

 

G. Other costs incurred in timber/wood processing 

Other items Quantity  Unit cost(P) Remarks  

    

    

    

    

 

H. What were the major problems and/or constraints that you have encountered in the processing of your 

timber to lumber and other wood products? 

 

 

I. Any suggestions that you can think of in view of the problems/constraints that you have encountered?  

 

J. How you can make your processing activities become more efficient? 

VI. MARKETING 

A. What is your knowledge about the marketing channels or buyers for your timber, lumber and other 

wood products?  

Timber/Wood product Market/buyer Remarks 

Stumpage    
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Round timber/log   

Lumber    

Furniture    

Firewood    

Others:   

   

   

 

B. What is your awareness and understanding of the buyers demand requirement in terms of quantity 

and quality of timber and wood products and their buying price? 

Timber/Wood product Demand level (high, 

medium, low) 

Quality requirement 

(high, medium, low) 

Buying price(P) 

Stumpage    

Round timber/log    

Lumber     

Furniture     

Firewood     

Others:    

    

    

 

C. How did you market your harvested timber, lumber and other processed wood products? 

Timber/Wood product Method of marketing 

Stumpage  

Round timber/log  

Lumber   

Furniture   
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Firewood   

Others:  

  

 

D. What are the costs involved in marketing your timber/wood products? 

Timber/Wood product & Marketing item Cost(P) Remarks 

Stumpage:   

  -Promotion   

   

Round timber/log:   

  -Transport/hauling to roadside   

  -Permit/certification   

  -Promotion   

   

Lumber:   

  -Transport/hauling to market place   

  -Permit/certification   

  -Promotion   

   

Furniture:   

  -Transport/hauling to market place   

  -Permit/certification   

  -Promotion   

   

Firewood:   

 -Transport/hauling to market place   

 -Permit/certification   
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-Promotion   

Others:   

   

   

 

E. What are the strategies you have adopted (eg. promotion, advertisement, display) to attract buyers of 

your timber, lumber and other wood products? 

 

F. What were the major problems that you have encountered in the marketing of your timber, lumber and 

other wood products? 

 

G. What are the possible alternatives or suggestions that you can think of in view of the major problems 

and constraints? 

 

H. How would you be able to make marketing of your tree products become more efficient and effective? 

I. How do you perceive the stability of marketing channels/buyers? 

 

J. What are the risks involved in terms of future demand for your timber, lumber and other wood 

products? 

 

K. How would go about doing things to minimize these foreseen risks in the marketing of your timber, 

lumber and other wood products? 

 

VII. POLICIES AND ARRANGEMENTS ON TREE PLANTATION ESTABLISHMENT, TIMBER 

HARVESTING, PROCESSING AND MARKETING 

A. What is your level of awareness and understanding of the government policies and arrangements on 

community-based tree plantation establishment, timber harvesting, processing and marketing? (eg. 

not aware, partly aware, fully aware/not understand, partly understand, fully understand) 

 

B. What are the government policies and arrangements that you know that has something to do with 

your timber production venture?  Briefly describe each. 

Policy/Arrangement Description  
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C. What can you say about these policies and arrangements considering your timber production, 

processing and marketing activities? 

 

D. What suggestions can you give in relation to these policies and arrangements that would favor your 

timber production, processing and marketing venture? 

 

THANK YOU.  
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Annex 2 Semi-structured interview schedule used for CENRO-Maasin City respondents. 

 

SOCIO-ECONOMIC ANALYSIS OF TIMBER HARVESTING IN THE PO YISEDA 

FOREST PLANTATION PROJECT 

 

Interview Schedule for CENRO-Maasin Key Respondents 

 

Key Respondent no.:________ 

Place of Interview:_______________________ 

Date of Interview:_______________________ 

 

Name of Respondent:________________________  Address:___________________________________ 

Agency/Organization: ________________________________   Designation/Position:________________ 

 

I. DEMOGRAPHIC PROFILE 

 

Age:____   Sex:____   Civil status:_____   Education: 

_____________________________  

 

Responsibility(ies) in CENRO-

Maasin:_______________________________________________________ 

 

____________________________________________________________________________________

_ 

 

 

II. CBFM PLANTATION PROFILE 

Total CBFM area in hectares: ________  

Development activities w/n CBFM area (eg. tree plantation, agroforestry, ecotourism, 

others):_____________________________________________________________________________ 
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Requirements/Documents to be accomplished for CBFMA:_____________________________________ 

____________________________________________________________________________________ 

Year CBFMA granted to YISEDA :____________ Other operational documents required:______________ 

____________________________________________________________________________________

_ 

Problems met by YISEDA in CBFMA 

application:______________________________________________ 

 

____________________________________________________________________________________ 

 

 

III. PLANTATION ESTABLISHMENT AND MAINTENANCE OPERATIONS 

 

K. Total area of established plantation (hectares):____  Age:____ Species 

planted:__________________ 

L. Total number of trees planted per species 

Species  No. of trees planted Spacing 

   

   

   

 

 

 

M. Capital outlay established/acquired for plantation establishment & maintenance 

Capital outlay Quantity  Unit 

cost(P) 

Average life 

(years/months) 

Remarks 
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N. Material Inputs (per hectare basis) 

No. of seedlings planted per ha:____________ Cost of per unit of seedling(P):______________________ 

Tools used in plantation establishment & maintenance: 

Tools Quantity  Unit 

cost(P) 

Average life 

(years/months) 

Remarks 

     

     

     

 

Other material inputs used in plantation establishment & maintenance: 

Materials  Quantity  Unit cost(P) Remarks  

    

    

    

 

O. Labor Input (per hectare basis) 

Number of man-days & costs involved in plantation establishment & maintenance activities (eg. planning 

&design, site preparation, planting, etc.) 

Activity  No. of 

person 

No. of 

days 

Wage/day(P) Remarks  

     

     

     

     

 

P. Permits/Certifications accomplished for plantation establishment & maintenance 

Permit/Certification Cost(P) Remarks 

   



Economic Analysis of Community Based Timber Harvesting 54 

 

GIZ EnRD Program Philippines, CBFM Component 

   

   

 

Q. Other costs incurred in plantation establishment & maintenance 

Other items Quantity  Unit cost(P) Remarks  

    

    

    

 

R. What were the problems and constraints that YISEDA has encountered in the establishment and 

maintenance of your plantation? 

 

S. What are the things that you can suggest in view of the problems/constraints YISEDA has 

encountered?  

T. How can YISEDA’s plantation establishment and maintenance operations become more efficient?  

 

IV. TIMBER HARVESTING 

L. Number and volume of trees per species harvested 

Species  No. of trees harvested Equivalent volume (cu m) Price/cu m(P) 

    

    

    

 

M. Estimated percentage wood recovery from harvested timber to produce logs:__________ 

N. What are the contributing factors to the percentage wood recovery realized in producing logs? 

 

O. Capital outlay established or acquired for harvesting timber 

Capital outlay Quantity  Unit 

cost(P) 

Average life 

(years/months) 

Remarks 
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P.  Material Inputs  

Tools/equipment used in timber harvesting  

Tools Quantity  Unit 

cost(P) 

Average lifetime 

(years/months) 

Remarks 

     

     

     

     

 

Other material inputs used in harvesting timber (eg. fuel, motor oil, etc) 

Materials  Quantity  Unit cost(P) Remarks  

    

    

    

 

Q. Labor Input  

Number of man-days & costs involved in timber harvesting activities (eg. felling, de-limbing, bucking, 

hauling to forest road or main landing, etc) 

Activity  No. of 

person 

No. of 

days 

Wage/day(P) Remarks  
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R. Permits/Certifications accomplished for timber harvesting 

Permit/Certification Cost(P) Remarks 

   

   

   

 

S. Other costs incurred in timber harvesting 

Other items Quantity  Unit cost(P) Remarks  

    

    

    

 

T. What were the major problems or constraints that YISEDA has encountered in the harvesting of 

timber? 

 

U. Any suggestions that you can give in view of YISEDA’s problems/constraints in harvesting timber?  

 

V. How you can YISEDA make its timber harvesting activity become more efficient? 

 

V. TIMBER/WOOD PROCESSING 

 

K. Wood products produced from processing of  harvested timber (lumber, firewood, furniture, etc) 

Wood products Quantity (volume/number) Unit cost (P) 
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L. Estimated percentage wood recovery in processing of timber into lumber and other wood products? 

Wood products % recovery  Contributing factors 

   

   

   

   

   

 

M. Capital outlay established or acquired for timber/wood processing 

Capital outlay Quantity  Unit 

cost(P) 

Average life 

(years/months) 

Remarks 

     

     

     

 

N. Material inputs 

Tools used in timber/wood processing to produce lumber, furniture and other wood-based products 

Wood product/tools Quantity  Unit 

cost(P) 

Average 

life(years/months) 

Remarks 

Lumber (what tools?)     

     

     

     

     

Furniture (what tools?)     
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Firewood (what tools?)     

     

     

     

Other wood products (what 

tools?) 

    

     

     

     

 

Other material inputs used in processing timber into various wood-based products (eg. fuel, oil, etc.) 

Materials  Quantity  Unit cost(P) Remarks  

    

    

    

    

 

O. Labor inputs in processing harvested timber into lumber and other wood-based products such as 

furniture, firewood and other wood-based products 

Wood product No. of 

person 

No. of 

days 

Wage/day(P) Remarks  

     

     

     

 

P. Permits/Certifications accomplished for timber processing 

Permit/Certification Cost(P) Remarks 
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Q. Other costs incurred in timber/wood processing 

Other items Quantity  Unit cost(P) Remarks  

    

    

    

    

 

R. What were the major problems and/or constraints that YISEDA has encountered in the processing of 

its timber to lumber and other wood products? 

 

S. Any suggestions that you can think of in view of the problems/constraints that YISEDA has 

encountered?  

 

T. How you can YISEDA makes its processing activities become more efficient? 

 

VI. MARKETING 

L. What is your knowledge about the marketing channels or buyers of timber, lumber and other wood 

products?  

Timber/Wood product Market/buyer Remarks 

Stumpage    

Round timber/log   

Lumber    

Furniture    

Firewood    
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Others:   

   

   

 

M. What is YISEDA’s awareness and understanding of the buyers demand requirement in terms of 

quantity and quality of timber and wood products and their buying price? 

Timber/Wood product Demand level (high, 

medium, low) 

Quality requirement 

(high, medium, low) 

Buying price(P) 

Stumpage    

Round timber/log    

Lumber     

Furniture     

Firewood     

Others:    

    

    

 

N. How did YISEDA  marketed its harvested timber, lumber and other processed wood products? 

Timber/Wood product Method of marketing 

Stumpage  

Round timber/log  

Lumber   

Furniture   

Firewood   

Others:  

  

 

O. What are the costs involved in marketing timber/wood products? 
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Timber/Wood product & Marketing item Cost(P) Remarks 

Stumpage:   

  -Promotion   

   

Round timber/log:   

  -Transport/hauling to roadside   

  -Permit/certification   

  -Promotion   

   

Lumber:   

  -Transport/hauling to market place   

  -Permit/certification   

  -Promotion   

   

Furniture:   

  -Transport/hauling to market place   

  -Permit/certification   

  -Promotion   

   

Firewood:   

 -Transport/hauling to market place   

 -Permit/certification   

-Promotion   

Others:   
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P. What are the strategies YISEDA has adopted (eg. promotion, advertisement, display) to attract buyers 

of its timber, lumber and other wood products? 

 

Q. What were the major problems the PO has encountered in the marketing of its timber, lumber and 

other wood products? 

 

R. What are the possible alternatives or suggestions that you can think of in view of the major problems 

and constraints? 

 

S. How can YISEDA make the marketing of its tree products become more efficient and effective? 

 

T. How do you perceive the stability of marketing channels/buyers of YISEDA’s timber, lumber & other 

products? 

 

U. What are the risks involved in terms of future demand for YISEDA’s timber, lumber and other wood 

products? 

 

V. What do you think YISEDA should do to minimize these foreseen risks in the marketing of its timber, 

lumber and other wood products? 

 

VII. POLICIES AND ARRANGEMENTS ON TREE PLANTATION ESTABLISHMENT, TIMBER 

HARVESTING, PROCESSING AND MARKETING 

 

E. What is YISEDA’s level of awareness and understanding of the government policies and 

arrangements on community-based tree plantation establishment, timber harvesting, processing and 

marketing? (eg. not aware, partly aware, fully aware/not understand, partly understand, fully 

understand) 

 

F. What are the government policies and arrangements that you know that has something to do with the 

PO’s timber production venture?  Briefly describe each. 

Policy/Arrangement Description  
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G. What can you say about these policies and arrangements considering YISEDA’s timber production, 

processing and marketing activities? 

 

H. What suggestions can you give in relation to these policies and arrangements that would favor the 

PO’s timber production, processing and marketing venture? 

THANK YOU. 

 

 

Annex 3 Semi-structured interview schedule used for timber/lumber buyers/dealers and 

wood processors. 

 

SOCIO-ECONOMIC ASSESSMENT OF TIMBER HARVESTING IN THE PO YISEDA 

FOREST PLANTATION PROJECT 

 

Interview Schedule – Timber/Lumber Buyers/Dealers and Wood Processors 

 

Key Respondent no.:________ 

Place of Interview:_______________________ 

Date of Interview:_______________________ 

 

 

I. RESPONDENT’S PROFILE 

 

Name of Respondent:________________________  

Address:_________________________________________ 
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Agency/Organization: ________________________________   

Designation/Position:______________________ 

Respondent type: ___timber buyer (resawmill)   ___Lumber buyer/dealer    ____Furniture maker   

   ___Firewood dealer  

Age:____  Sex:____  Civil status:_____   Household size:______   No. of children:_____    

 

Education: _______________ Employment/Source of income: 

________________________________________ 

 

Trainings/Seminars attended in forestry & related 

fields:______________________________________________ 

 

Experience/exposure to forestry related 

activities:___________________________________________________ 

 

 

II. TIMBER/LUMBER SOURCE AND PROCUREMENT 

 

A. Source of timber for processing or resawmilling (for resawmills), lumber for sale (for lumber dealers), 

lumber for  processing into furniture (for furniture makers), wood (for firewood dealers): 

________________________ 

_________________________________________________________________________________

______ 

 

B. Buying price of timber, lumber, wood 

Tree product Price/unit Remarks 

Timber (stumpage) (per tree, cu.m)   

Round log (cu.m/bd ft)   

Squared log (cu.m/bd ft)   

Lumber (bd ft)   

Firewood (bundles)   

 

III. WOOD PROCESSING 
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U. Wood products produced and sold (lumber, firewood, furniture, etc) 

Wood products Wood volume 

requirement 

Selling price/unit 

(P) 

Remarks 

Lumber (bd. ft)    

Furniture :    

  Sala set    

  Dining set    

Firewood (bundle)    

 

IV. MARKETING 

W. Marketing channels or buyers of lumber, furniture and other wood products?  

Wood product Market/buyer Remarks 

Lumber    

Furniture    

Firewood    

 

X. What is the demand requirement of buyers in terms of quantity and quality of lumber, furniture, 

firewood and wood products and their buying price? 

Wood product Demand level (high, 

medium, low) 

Quality requirement 

(high, medium, low) 

Buying price(P) 

Lumber     

Furniture     

Firewood     

 

Y. What are the costs involved in marketing your wood products? 

Wood product & Marketing item Cost(P) Remarks 

Lumber:   

  -Transport/hauling to market place   
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  -Permit/certification   

  -Promotion   

Furniture:   

  -Transport/hauling to market place   

  -Permit/certification   

  -Promotion   

Firewood:   

 -Transport/hauling to market place   

 -Permit/certification   

-Promotion   

 

Z. How do you perceive the stability of marketing channels/buyers? 

AA. What are the risks involved in terms of future demand for your wood products (lumber, furniture, 

firewood)? 

BB. How would you go about doing things to minimize these foreseen risks in the marketing of your wood 

products (lumber, furniture, firewood)?  
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Annex 4 Clarificatory letter of DENR Undersecretary Adobo on the issue of timber 

production sharing agreement as stipulated in DAO 98-42 

 

 

 

 


