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SUMMARY 

About the future trade of that scarce resource -- wood -- the same general 
pattern in the future i s  foreseen as i n  the past for the grades pulpwood 
and chips. This means that Japan and Western Europe will be the main 

importing regions and the major exporting regions will be the US, the USSR 

and Canada. For these grades the price i s  expected 'to r i se  for the serioa 
u p  to the year 2000. In general , the price of pul pwood i s  expected t o  r i se  
more than the general inflation rate in low wood cost regions and a t  the 
same rate in high wood costs regions. In these low cost regions the ex- 
pected increase of wood costs will be 20-35% t n  constant dollars. 

For the grade softwood sawlogs a declining trade i s  foreseen for the future. 
More and more of this  grade will be used domestically. A sh i f t  in the 

trade pattern Ts also foreseen. The shares of the US will decline and 
the shares of the USSR and New Zealand will expand. Also for the grade 
softwood sawlogs there i s  an expectation that prices will r i se  more than 

the general inflation i n  low wood cost regions and a t  the same rate in 
high wood cost regions. 

For the grade hardwood sawlogs dramatic structural changes are foreseen 
b o t h  in production and trade. The major supply regions in the past will 
s tabil ize a t  current cutting levels or a t  a lower level in the future. 
Another structural change will be the future trade policies of the main 
supplying regions. In the future hardwood sawlogs will increasingly be 
used in the domestic production of hardwood lumber. One result of these 
conditions will be that the international trade in hardwood sawlogs will 
decl i ne. The situation that hardwood saw1 ogs represent a scarce resource 
will push the price upwards dramatically. 

Major shif ts  in the trade pattern for the grade softwood lumber are not 

foreseen in the future. Western Europe will remain the world's largest 
importer of softwood lumber. The main supplying region for this  area 
will be Scandinavia. In the future major supplying regions on the world 
market will also be Canada and Scandinavia. The general conclusion about 
softwood lumber prices i s  that prices will r i se  approximately to reach 
the level cf inflation. . 



For the  grade hardwood lumber a d e c l i n e  i n  consumption i s  foreseen i n  the  

developed coun t r i es .  On the  o the r  hand the  consumption i n  Asia w i l l  grow 

r a p i d l y .  South and East Asia are expected t o  remain t h e  major  hardwood 

lumber expor t ing  regions i n  t h e  fu ture .  These cond i t i ons  lead t o  upward 

pressures on hardwood lumber p r i c e s  i n  Asia and a slow growth of p r i c e s  

i n  developed count r ies .  

Demand fo r  the  grade softwood plywood w i l l  s t a b i l i z e  i n  the  f u t u r e  which 

w i l l  lead t o  s i g n i f i c a n t  s t r u c t u r a l  changes i n  the  e n t i r e  wor ld.  On the 

o ther  hand, the  demand o f  hardwood plywood w i l l  increase i n  Asia b u t  w i l l ,  

as f o r  softwood plywood, decrease i n  developed count r ies .  The r e a l  p r i c e  

of hardwood plywood i s  p ro jec ted  t o  increase. 

A subs tan t ia l  growth i n  product ion o f  wh i te  chemical pu lp  i s  needed i n  the 

fu tu re  t o  provide the  wor ld ' s  paper producers. Canada w i l l  be the  main 

supplying reg ion  o f  h igh  p u l p  q u a l i t y .  Scandinavia w - i l l  cont inue t o  expand 

the value-added exports of f i n i shed  products a t  the  expense of a reduc t ion  

i n  pu lp  exports.  Canada i s  i n  a p o s i t i o n  t o  remain the  p r i c e  leader fo r  

wh i te  chemical pulp. I n  general there  w i l l  be strong, upward pressures on 

pu lp  p r i ces  i n  the  f u t u r e .  

For the  grade paper and board i n  general a slow o r  even negat ive growth i s  

foreseen f o r  the  grades newsprint,  sack, wrapping papers, ca r ton  boards 

and o ther  k r a f t  papers. The most r a p i d  growth i n  consumption i s  foreseen 

fo r  p r i n t i n g  and w r i t i n g  and packaging grades. The g rea tes t  p o t e n t i a l s  

f o r  investments i n  product ion  of paper and board i s  i n  North America. 
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BACKGROUND 

The main task fo r  the  Forest Sector Project  a t  IIASA wil l  be t o  build models 

f o r  use i n  policy analysis .  The main task can be divided in to  two primary 

tasks:  i )  Forest Sector Analysis; and i i )  Analysis of World Trade i n  

Forest Products (See Adams , Kal 1 i o ,  and Sappaelae, 1982). 

By experience i t  is  well-known t h a t  i t  i s  d i f f i c u l t  t o  catch a l l  variables 

which, f o r  example, wi l l  influence the world t rade i n  f o r e s t  products i n  

a formalized mathematical model. The information generated by a model 
must be complemented by "sof t "  information about fu tu re  trade.  By i n -  

cluding this " so f t "  information i n  the  developing s tage of a .formal ized 
model, this "sof t "  information can be used as  a check of the  r e s u l t s  the 
model wil l  produce. The purpose of t h i s  paper is  t o  build a hypothesis 
o r  a mental model about the market s i tua t ion  i n  the year 2000 by construct-  
ing a scenario about this market s i tua t ion .  This scenario can a l so  be used 
a s  a reference paper i n  the fu r the r  stages of the  primary task "Analysis 
of World Trade in Forest  Products1'" of the  Forest Sector Project  a t  IIASA. 

In constructing the actual scenario,  the following exercise  was conducted. 
A deta i led scenario of propsective developments i n  world f o r e s t  products 
markets was developed form an array of public and pr ivate  sources covering 
the  period t o  the year 2000. Examples of the public sources a r e  investiga- 
t ions  made by research organizations throughout the world, invest igat ions  
made by national au tho r i t i e s  i n  d i f f e r en t  countr ies ,  invest igat ions  con- 
ducted by international  organizations l i k e  FAO, E C E ,  the  World Bank, Asian 
Development Bank and so on. Examples of pr ivate  sources a r e  the  market 
analysis  of big consultant  firms l i k e  Jaakko Poyry, Stanford Internat ional ,  
Data Resources, English China Clay and so on. These invest igat ions  involved 
a l o t  of thinking about the fu ture  market s i t ua t i on .  The scenario presented 
i n  t h i s  paper is  an attempt t o  produce a consis tent  scenario about the mar- 

ket s i t ua t i on  i n  the year  2000 by using a l l  the sources noted above. 



SCENARIO - MARKET YEAR 2000 I N  MORE DETAIL 

The fo l low ing  scenario, presented i n  the form o f  a  number of  statements 

represents the  market s i t u a t i o n  i n  the year 2000. 

Pulewood and C h i p  --- ------------ - 

o The major impor t ing regions w i l l  be Japan and Western Europe. 

o  Compared w i t h  today's s i t ua t i on ,  the t o t a l  harvest  i n  the  world of 

, pulpwood i s  expected t o  increase by 30-40% by the year 2000. 

o Even w i t h  an increased harvest  o f  domestic pulpwood, Japan's 

imports o f  pulpwood are pro jec ted t o  increase subs tan t ia l l y .  

o  The most l i k e l y  sources t o  meet the  pro jec ted increase i n  Japan's 

pulpwood imports are Aust ra l ia ,  the USSR and Papua-New Guinea and 
t o  a lesser extent  the US and Canada. 

o  I f  Japan chooses a  s t ra tegy ins tead  t o  import  more pulp and paper 

i n  the grades i n  which the  Japanese indus t ry  i s  l e a s t  able t o  

compete (e.g., newsprint, k r a f t  1  inerboard, k r a f t  papers), t h i s  

w i l l  a f f e c t  the amount o f  imported pulpwood. The main impact w i l l  

be on Japan's imports o f  softwood chips. 

o  Modest increases i n  the annual harvest  are expected i n  Western 

Europe. 

o  Western Europe w i l l  become a l a r g e r  importer  o f  pulpwood. 

o  The major external  supp l ie r  t o  Western Europe w i l l  be the USSR and the 

US. But new suppl i e r s  w i l l  be North and South A f r i ca .  

o  The major expor t ing regions w i l l  be the US, USSR and Canada. 

o  The l a rges t  expor t ing reg ion i n  the US w i l l  be the Western and 
- 

Southeastern regions. The US South can even be o f  i n t e r e s t  t o  

Western Europe. 



o There w i l l  be a  f u r t h e r  harvest  increase i n  t h e  USSR. Most o f  t h i s  

increase, however, i s  expected t o  be used f o r  domestic consumption. 

o  The n e t  expor t  from t h e  USSR around the  year 2000 i s  p ro jec ted t o  be 

10-15 m i l l i o n  cub ic  metres. 

o  Canada w i l l  con t inue t o  be a n e t  expor te r  o f  pulpwood; however, t h e  

outward f l o w  i s  expected t o  dec l ine .  

o  An increase i n  A u s t r a l i a ' s  and New Zealand's ou tpu t  o f  pulpwood i s  

pro jected.  
\ ,  

o  Around t h e  yea r  2000, A u s t r a l i a  w i l l  have an expor t  capac i t y  o f  

7-10 m i l l i o n  cub ic  metres. 

o  'The p r i c e  o f  pulpwood i s  expected t o  r i s e  more than t h e  general i n -  

f l a t o n  i n  low wood c o s t  reg ions  and a t  t h e  same r a t e  i n  h i g h  wood 

c o s t  regions.  

o  Scandinavia w i l l  keep t h e i r  t i g h t  wood supply. 

o  It i s  expected t h a t  B r i t i s h  Columbia's r e l a t i v e  wood cos ts  ( i n  

f i xed p r i c e s )  w i l l  increase by an est imated 35% i n  the  year 2000. 

o  I n  eastern Canada, t h e  wood cos ts  ( i n  constant  d o l l a r s )  w i l l  i n -  

crease by a t  l e a s t  30%. 

o  I n  Sweden and F in1 and, t h e  wood cos ts  w i l l  f o l l o w  t h e  general i n -  

f l  a t i on .  

o  There i s  a  p o s s i b i l  i ty t h a t  t h e  wood cos ts  i n  t h e  southern US 

w i l l  increase by a t  l e a s t  20% ( i n  cos tan t  d o l l a r s )  by t h e  yea r  

2000. 

o  On t h e  o the r  hand the re  i s  a1 so a  p o s s i b i l i t y  t h a t  p r i c e  o f  pulp- 

wood i n  t h e  US south w i l l  s tay  a t  t h e  c u r r e n t  l e v e l  o r  decrease on a  

r e a l  basis. This p r o j e c t i o n  i s  based on a f u t u r e  growing i n v e n t c r y  

o f  softwood pulpwood, increased c h i p  supp l ies  b u t  most impor tant  

the re  w i l l  be a  very  l a r g e  hard wood supply which i s  going t o  be 

u t i l i z e d  more and more i n  t h e  i ndus t ry .  



o Wood c o s t s  i n  B r a z i l  w i l l  esca la te  a t  t he  same r a t e  as the  general 

i n f l a t i o n .  

Softwood saw1 oqs and Veneer 1 ogs 
--------------L--------------- - 

o The expo r t  of  softwood sawlogs from t h e  USSR w i l l  increase modera- 

t e l y  u n t i l  1990, then t h e r e  w i l l  be an increase i n  expor ts .  

The major  markets f o r  these exports  w i l l  be Japan and Eastern Europe. 

The US w i l l  exper ience a decl  i n e  i n  expor ts  o f  softwood sawlogs. 

Japan w i l l  be a f f e c t e d  most by the  d e c l i n e  i n  the US ou tpu t .  

The l a r g e  p o t e n t i a l  f o r  expanding Canadian o u t p u t  o f  softwood saw- 

l o g s  w i l l  be cons t ra ined  by t h e  economic i n a c c e s s i b i l i t y  o f  t h e  re -  

source. 

Throughout a l l  o f  Canada t h e  product ion  o f  softwood sawlogs w i l l  

grow s l  ow: y . 

Canada's t r a d e  i n  softwood l o g s  w i l l  remain r e l a t i v e l y  smal l  f o r  

t h e  remainder o f  t h e  century .  

Japan's p roduc t i on  o f  softwood sawlogs w i l l  i nc rease s u b s t a n t i a l  l y  

i n  t he  fu tu re .  

I n  accordance w i t h  t h i s  increase,  impor ts  t o  Japan w i l l  decl  ine .  

A s h i f t  i n  t h e  t r a d e  p a t t e r n s  i s  a1 so foreseen. 

- US shares w i l l  dec l ine .  

- The USSR's and New Zeal and 's  shares wi :  1 expand i n  the  Japanese 
market 

Sweden, F i h l a n d  and West Germany have been the  l z r g e s t  s u p p l i e r s  o f  

softwood sawlogs i n  the  domestic Western E u r ~ p e a n  za rkc t .  Praduc- 



t i o n  growth i n  these c o u n t r i e s  w i l l  be modest i n  the f u t u r e ,  i f  any 

growth. 

o China ' s  h a r v e s t  o f  softwood l o g s  i s  p r o j e c t e d  t o  grow r a p i d l y .  

o Brazi 1 's  product ion of softwood saw1 ogs i s  expec ted  t o  grow s t e a d i  - 
l y ,  a1 though a t  a lower r a t e  than  i n  the p a s t .  

o The m a j o r i t y  wi 11 be used f o r  B r a z i l ' s  domest ic  market. 

o I f  t h e  p o l i t i c a l  s i t u a t i o n  i n  Ch i l e  i s  s t a b l e ,  the l e v e l  of s o f t -  

wood sawlog product ion and e x p o r t s  could be much h igher  i n  the 
f u t u r e .  

o Log product ion i n  New Zealand w i l l  be h ighe r  i n  t h e  f u t u r e  u n l e s s  
a c a t a s t r o p h e  w i l l  happen t o  t h e  monocul tures  o f  Pinus Radia ta .  

o Even the e x p o r t s  from New Zealand of softwood sawlogs w i l l  expand. 

o See t h e  s e c t i o n  on "Pul pwood" concerning price development. 

Hardwood Saw1 ogs -------------- - 

o Large i n v e n t o r i e s  of 1 umber a r e  found i n  t r o p i c a l  hardwood f o r e s t s ,  
b u t  they  a r e  i n  Illany c a s e s  unexpl o i t a b l e  because of a l a c k  of e x i s -  

ti ng i n f r a s t r u c t u r e  and re1 a t i  ve pauci t y  o f  commerci a1 s p e c i e s .  
This  s i t u a t i o n  i s  n o t  expected t o  change du r ing  the n e x t  20 y e a r s .  

o The product ion i n  the US and USSR i s  expec ted  t o  grow a t  very  slow 

r a t e s  i n  the f u t u r e .  Th i s  product ion  w i l l  have 1 i t t l  e bea r ing  on 

gl obal movements of hardwood 1 ogs.  

o In Indones ia ,  one of the worl d ' s  b i g g e s t  producers  of  hardwood saw- 
1 ogs ,  a major c o n s t r a i n t  t o  f u r t h e r  expansion i s  f o r e s t  degrada- 

t i o n .  Another c o n s t r a i n t  i s  t h e  f u t u r e  t r a d e  pol i c y  i n  Indonesia .  

Overall  , t h e  f u t u r e  product ion of hardwood sawi ogs w i  11 grow s i g n i -  
f i c a n t l y  i n  Indonesia.  



o South Korea and Taiwan w i l l  become l e s s  impor tan t  i n  t h e  hardwood 

l o g  t rade  i n  t h e  f u t u r e .  

o Malaysia w i l l  be hard  pressed t o  ma in ta in  c u r r e n t  p roduct ion  l e v e l s  

i n  the  fu tu re .  

o Log product ion  i n  Ma1 ays ia  i s  expected t o  s t a b i l i z e  a t  c u r r e n t  cu t -  

t i n g  l e v e l  s, b u t  l o g  exports w i  11 be reduced t o  zero i n  the  f u t u r e  

due t o  domestic p roduct ion  o f  sawnwood. 

o To meet growing domestic demands f o r  lumber, the  B r a z i l i a n  harves t  

w i l l  c o n t i n e  t o  increase s t e a d i l y ,  a l though a t  a slower r a t e  than 

i n  t h e  past.  

o Chinese product ion  i s  expected t o  grow very r a p i d l y  t o  meet doines- 

t i c  requirements. 

o Product ion o f  hardwood sawlogs i n  Papua-New Guinea w i l l  grow i n  t h e  

fu tu re .  Exports a re  expected t o  increase s u b s t a n t i a l l y  by t h e  year 

2000. 

o Product ion o f  hardwood sawlogs i n  West and Central  A f r i c a  w i l l  ex- 

pand s l  owl y . 

o Exports from A f r i c a  w i  11 cont inue t o  decl ine.  

o The p r i c e  o f  hardwood sawlogs w i l l  increase r a t h e r  sharply i n  Asia 

and A f r i c a .  

Softwood Lumber --------------- 

o U.S. product ion  i s  p r o j e c t e d  t o  be o n l y  moderately h igher  d u r i n g  

t h e  nex t  20 years  when compared t o  t h e  c u r r e n t  s i t u a t i o n .  

o Both imports t o  and expor ts  from t h e  US w i l l  increase dur ing  t h e  

nex t  20 years. 



o Western US softwood lumber i n d u s t r y  i s  p l a c i n g  more emphasis on 

supp ly ing  markets abroad, b u t  t h e  product ion  i n  t h i s  reg ion  i s  ex- 

pected t o  decl i ne. 

o The Southern US lumber has a favorab le  softwood supply s i t u a t i o n ,  

and i s  a1 so expected t o  increase output  f o r  expor t .  

o  The p r o j e c t i o n  f o r  Canada's product ion  o f  softwood 1 umber i n d i c a t e s  

o n l y  modest growth over  t h e  nex t  20 years. 

o Canadian softwood 1 umber w i l l  cont inue t o  be produced p r i m a r i l y  i n  

' t h e  western provinces. 

o Canada's increase i n  product ion  w i l l  be s u f f i c i e n t  f o r  a h i g h  l e v e l  

o f  export .  

o  The d e s t i n a t i o n  o f  Canada's expor ts  i s  n o t  expected t o  change s ig -  

n i f i c a n t l y .  The l a r g e s t  expor t  markets w i l l  be: 

1. US 

2. Japan 

3. Europe ( e s p e c i a l l y  t h e  UK) 

o Japan's impor ts  o f  softwood lumber w i l l  inc rease by 15-20% over t h e  

n e x t  10 years. 

o The West Coast o f  Canada and the  US w i l l  be t h e  main supp l i e rs  of 

most o f  Japan's imports.  

o Major s h i f t s  i n  t h e  p a t t e r n  o f  Western Europe's supply and t rade  o f  

softwood lumber a re  n o t  expected i n  t h e  n e x t  20 years. 

o The EEC w i l l  remain t h e  wor ld ' s  l a r g e s t  impor ter  o f  softwood 1 um- 

ber. 

o Scandinavia w i l l  cont inue t o  be t h e  most impor tant  expor te r  t o  Wes- 

t e r n  Europe. 



o USSR exports o f  softwood lumber have been given low p r i o r i t y  as a 

means o f  earning fo re ign  exchange. It i s  expected t h a t  i n  the  

f u tu re  softwood w i l l  be given a higher p r i o r i t y  concerning the earning 

o f  fo re ign  exchange, and t h i s  w i l l  r e s u l t  i n  increased exports t o  

Western Europe. 

o Compared w i t h  the cu r ren t  s i t ua t i on ,  Ch i l e ' s  exports are pred ic ted 

t o  t r i p l e  dur ing t he  next  20 years. 

o New Zealand's expor t  po ten t i a l  o f  softwood 1 umber w i l l  be approxi- 

mately 1.5 m i l l i o n  cubic metres by the year 2000. 

0 North A f r i ca  w i l l  be an important import ing region i n  the future.  

0 Pr ice l i n k s  between the US and world markets w i l l  e x i s t  i n  the 

future.  

o Lumber pr ices w i l l  depend on wood costs and wood costs w i l l  depend 

on the wood paying capac i ty  o f  the  1 umber indust ry .  

o The general conclusion about 1 umber pr ices i s  t h a t  p r i ces  w i l l  r i s e  

approximately a t  the  l e v e l  o f  i n f l a t i o n .  

Hardwood Lumber --------------- 

o I n  the US, a s h i f t  from the general consumption t rend i s  foreseen 

f o r  the fu ture :  

- a lessening of t he  dec l ine i n  consumption i n  most major end uses 

- continued growth i n  the use o f  mater ia ls  f o r  handling 

o US consumption w i l l  grow by approximately 1% per year. 

o The US w i l l  be s e l f - s u f f i c i e n t  i n  hardwood lumber i n  the fu tu re .  

o Consumption i n  Western Europe, i n  comparison w i t h  the cu r ren t  s i -  

tua t ion ,  w i l l  grow a t  a slower ra te .  



o Consumption of hardwood lumber i n  South and East Asia i s  expected 
t o  continue t o  grow rapidly.  

o Japanese consumption i s  expected t o  recover from i t s  depressed 
condi t i  on. 

o The consumption pat tern  i n  Latin America will be a t  a 1 ower 1 eve1 

than i t  i s  cur ren t ly .  

o Western Europe's production will decl ine ,  and i t s  imports wi l l  grow 

by the  same degree. 

o South and East Asia a r e  expected t o  remain the  major hardwood 
lumber exporting regions of the  world: 

- Malaysia's export  capacity wil l  grow a t  a slower r a t e  than i n  t h e  
recent  pas t ;  

- Indonesia's exports wil l  grow a t  a very rapid r a t e ;  

- Phi 1 ippine 's  exports a re  projected t o  double or  t r i p l e  by the  
year 2000. 

o Latin America's exports  wil l  grow up t o  t he  year  2000. (Peru 's  
exports  are  projected t o  expand rapidly.)  

o Japan i s  expected t o  increase  i t s  dependence on imports of hardwood 

1 umber. 

o W i t h  regard t o  p r ices ,  two general trends a r e  discernable :  

1. Real pr ices  f o r  lower grades of hardwood lumber a r e  expected t o  
r i s e  very slowly in  the  US and Canada; 

2. The second trend i s  i l l u s t r a t e d  by indicat ions  i n  Malaysia, 
Indonesia and the  Phi l ippines ,  where upward pressures.on hard- 
wood lumber p r ices  a re  expected. 

Softwood Plywood ---------------- 

o Over the  next decade, p r ices  of softxood plywood a re  1 ikely t o  
increase because of long-term c o s t  pressures,  r a ther  than f r c a  
growing demand. 



o Demand i s  projected t o  s tabi l  ize du r ing  the next 20 years. 

o Demand i s  not expected to  grow and capacity t o  produce competitive 

products will expand signif icant ly.  

o There will be s igni f icant  structural changes i n  the industry 
throughout the ent i  r e  worl d. 

Hardwood Plywood -..--------- ---- 

o The main consuming regions will be Japan, the US*and Western 
Europe. 

o An expanded use of thick,  fu l ly  waterproofed hardwood plywood i s  

predicted for  Japan. 

o The use of hardwood plywood for  in t e r io r  paneling in Japan will 
continue t o  grow a s  housing units become larger.  

o There are indications tha t  the real price of hardwood plywood con- 
sumed i n  Japan will increase a t  a fas ter  ra te  than fo r  most other 

panel s. 

o This statement i s  based on the following factors:  

- South Sea log producers will r e s t r i c t  log exports t o  Japan; 
- South Sea producers will export more plywood than logs; 
- South Sea producers want to  strenghten the i r  control over log and 

plywood prices . 
o Overall, hardwood plywood consumption i n  Japan i s  expected t o  s ta -  

bi l  ize  over the next 20 years. 

o Future US hardwood plywood consumption i s  expected t o  remain a t  

current  1 evel s . 

o EEC consumption i s projected t o  stabi 1 ize a t  recent 1 evel s for  the 

fo l l  owing reasons: 



- Domestic capac i t y  i s  expected t o  d e c l i n e  i n  France and West 
Germany ; 

- Imports from South Sea reg ions  w i l l  be constra ined;  

- The p roduc t ion  o f  F in1  and's ou tpu t  w i l l  s t a b i l i z e .  

o Japanese product ion  o f  hardwood plywood i s  p r o j e c t e d  t o  dec l i ne .  

o Imports o f  hardwood plywood w i l l  increase s u b s t a n t i a l l y  i n  Japan. 

o US product ion  o f  hardwood plywood w i l l  s t a b i l i z e  a t  r e c e n t  l e v e l  s, 

due t o  t h e  compe t i t i on  w i t h  o t h e r  panel products, 

o Indonesian expor ts  o f  hardwood plywood t o  t h e  US w i l l  increase,  and 

t h e  impor ts  from Korea and Taiwan w i l l  decrease. 

o Overa l l  , US impor ts  o f  hardwood plywood wi  11 decrease i n  the  
f u t u r e .  

o South Korea's product ion  and e x p o r t  o f  hardwood plywood w i l l  decl i ne 

s i g n i f i c a n t l y ,  due t o  d i f f i c u l t i e s  i n  impor t ing  logs from the  South Seas. 

o The same s i t u a t i o n  i s  foreseeable i n  Taiwan. 

o The product ion  o f  hardwood plywood i n  Indonesia w i l l  expand sub- 

s t a n t i a l  ly .  

o Indonesia 's  p roduct ion  w i  11 be pr i rnar i  l y  expor t -o r ien ted,  

o The growth o f  p roduc t ion  o f  hardwood plywood i n  Malaysia w i l l  be 

moderate, due t o  c o n s t r a i n t s  on raw mate r ia l s .  

o P h i l  i p p i n e ' s  product ion  and e x p o r t  o f  hardwood plywood a r e  pro jec-  

t e d  t o  increase s i g n i f i c a n t l y .  

o The l o g - r i c h  c o u n t r i e s  o f  t h e  South Seas reg ion  w i l l  be ab le  t o  r e -  

t a i n  a p roduc t ion  c o s t  advantage i n  expor ts  o f  hardwood plywood t o  

i n t e r n a t i o n a l  markets. 

o The r e a l  p r i c e  o f  hardwood plywood w i  11 increase. 



White Chemical Pule ------------------ 

o  Scandinavia w i l l  con t inue  i t s  expansion o f  exports  o f  value-added 

products a t  the  expense of a  reduct ion  i n  pu lp  exports.  

o  Canada i s  i n  a  p o s i t i o n  t o  expand expor ts  o f  h igh  pu l  p  qua1 i ty . 

o  B r a z i l i a n  and o t h e r  South American and A f r i c a n  pu lp  s u p p l i e r s  w i l l  

i n c r e a s i n g l y  be needed t o  f i l l  t h e i r  c o u n t r i e s '  paper-maki ng needs, 

b u t  expor t s  a r e  expected t o  grow s u b s t a n t i a l l y .  

o Despi t e  1  arge suppl i es o f  indigenous hardwoods, 1  esser devel oped 

coun t r i es  a re  n o t  1  i k e l y  t o  rece ive  t h e  f i n a n c i a l  and governmental 

support  r e q u i r e d  t o  encourage i nvestqents i n  c a p i t a l  - i n t e n s i v e  pu l  p  

capaci t y  . 

o  Oceania i s  expected t o  increase mechanical pu lp  ou tpu t  ( e s p e c i a l l y  

t o  Japan). No subs tan t ia l  change i n  chemical pu lp  product ion  i s  

expected, due t o  t h e  h i g h  c o s t s  o f  bleached m i l l  s  v i s - z - v i s  mecha- 

n i c a l  pu lp  m i l l s .  

o  The US w i l l  cont inue t o  increase i t s  n e t  s e l f - s u f f i c i e n c y  i n  wood 

pul  P 

o Considerat ions o f  c a p i t a l  c o s t s  and i n f r a - s t r u c t u r e  a v a i l  a b i l  i t y  cause 

expanding capaci ty a t  e x i  s t i n g  m i  1  1  s i  t es  , r a t h e r  than c o n s t r u c t i o n  

a t  new s i t e s .  This w i l l  l e a d  t o  f u r t h e r  concent ra t ion  o f  pu lp  pro- 

d u c t i  on i n  devel oped regions.  

o  I n s p i t e  o f  t he  f a c t  t h a t  China needs wood pulp, i t s  shortage i n  f o r e i g n  

currency h inders the count ry  t o  import  pulp i n  l a r g e  q u a n t i t i e s .  

o  Japan w i l l  impor t  more p u l p  and paper t o  supply i t s  growing needs. 

o blew Zealand and A u s t r a l i a  w i l l  produce inc reas ing  amoknts o f  pulp. 

Japan i s  a  l i k e l y  o u t l e t  f o r  t h i s .  



o The US will continue to  import Canadian wood p u l p .  In l i n e  w i t h  re- 
duced domestic p u l p  consumption, the US will seek t o  increase p u l p  

exports, especially to  Europe. 

o Pul p trade flows could change s ignif icant ly i f  there are major 
changes i n  national currency exchange ra t e s  or  governmental pol i -  

c ies .  

o The US and Canada are expected to  re ta in  a pulp manufacturing cos t  
advantage over Scandinavia. 

o There will be strong, upward pressures on pulp prices. 

o There has been a c lear  trend toward greater hardwood pulp use and 
this trend i s  expected t o  continue. 

o A substantial growth i n  pul p production will be needed to provide 
the worl d ' s  paper producers. 

o There will be extensive investments i n  the newsprint industry i n  

the US. 

o There will a l so  be much investment in the Canadian newsprint indu- 
s t ry ;  most of this will be, however, rep1 acement. 

o The investments i n  North America are  expected to cause some overca- 
paci ty.  

o The Nordic countries and Candda will account fo r  a growing sharerof 

Western Europe' s production. 

o Wi th  regard t o  the EEC region, only West Germany will experience 
considerable production increases. 

o The EEC's newsprint market will tighten. Thz North American over- 
supply will force Canada to increase i t s  exports to  Western Euro- 
pean markets and t o  Asia. 



The U n i t e d  States,  e s p e c i a l l y  t h e  US South, w i l l  decrease i t s  de- 

pendency on Canadian imports .  

Western Europe w i l l  have a n e a r l y  balanced n e t  t r a d e  p o s i t i o n .  But  

an increase i n  Canadian impor ts  t o  Western European c o u n t r i e s  w i l l  

f o r ce  Scandinavia t o  seek overseas t r a d e  o u t s i d e  o f  Europe. 

Scandinavia should con t i nue  t o  h o l d  most o f  i t s  European markets, 

b u t  c o s t s  w i l l  con t i nue  t o  be h igh.  

Japan w i l l  i nc rease i t s  impor t s  o f  newspr int ,  p r i n c i p a l l y  by i n -  

creased p a r t i c i p a t i o n  i n  overseas, j o i n t - v e n t u r e  newspr in t  p ro-  

j e c t s .  

China wi 11 expand i t s  impor t s  o f  newspr int ,  b u t  w i l l  b,e cons t ra ined  

by i t s  cash t r a d e  balances. It w i l l  be unable t o  purchase o r  produ- 

ce t h e  quant i  ti t e s  o f  newspr in t  t h a t  would b r i n g  i t s  consumption up 

t o  1 eve1 s c o n s i s t e n t  w i t h  i t s  needs. 

Gle w i l l  see a downward t r e n d  i n  t h e  impor ts  o f  newspr int  i n  A f r i c a .  

Only t h r e e  reg ions  w i l l  be ne t -expor te rs :  

1. North America 

2. Scandinavia 

3. C h i l e  

The grammage we ights  o f  newspr in t  w i l l  con t i nue  t o  dec l i ne .  

Overcapacity i n  t h e  near  f u t u r e  may occur.  

When t h e  growth o f  newspr in t  demand decreases, t he  e x p o r t i n g  coun- 

t r i e s  l o s e  market  shares t o  domestic producers. 

Count r ies  a re  1 i k e l y  t o  use d i r e c t  o r  i n d i r e c t  government subs id ies  

t o  s t i m u l a t e  domestic p roduc t i on  o f  newspr int .  

Canadian producers a re  a c t i v e l y  seeking t o  expand expor ts  t o  Europe 

and Asia, b u t ' t h i s  e f f o r t  i s  expected t o  f a l l  s h o r t  o f  f i l l i n g  Ca- 

nada's expanded c a p a c i t y  f o r  e x p o r t  shipments. 



o Due t o  h i g h  cos ts ,  Scandinavia w i l l  have g r e a t  d i f f i c u l t y  i n  main- 

t a i n i n g  s a t i s f a c t o r y  opera t ing  ra tes .  

o Canada i s  1 i k e l y  t o  remain a low-cost  newspr int  producer b u t  w i l l  

foresee problems w i t h  the aged s t r u c t u r e  o f  t h e i r  i ndus t ry .  

o US producers have favorab le  cos ts  i n  competing i n  domestic maritexs 
b u t  are  no t  expected t o  add enough m i l l  capac i ty  t o  p a r t i c i p a t e  i n  

wor ld t rade.  

.A s u b s t i t u t i o n  of newspr int  by e l e c t r o n i c  i n fo rma t ion  media i s  foreseen. 

L i  nerboard ---------- 

o The p r i n c i p l e  f lows w i l l  be from Nor th  America and Scandinavia t o  

t h e  EEC and Japan. 

o Faced w i t h  a h i g h l y  compe t i t i ve  and low  p r o f i t  domestic market, US 

producers a re  expected t o  make a more susta ined commitment t o  the  

European and Asian market. 

o The US share o f  t h e  European market w i l l  increase as i t s  major  com- 

p e t i t o r  - Scandinavia - o n l y  modestly expands i t s  p roduct ion  capa- 

c i t y .  

o The Scandinavian manufactur ing cos ts  w i l l  remain high, thus  redu- 

c i n g  t h e  a t t r a c t i v e n e s s  of expansion i n  t h i s  business. 

o Scandinavian producers a r e  l i k e l y  t o  stay a t  t h e  present  p roduc t ion  

l e v e l  o r  t o  c l o s e  1 inerboard  m i l l s  o r  change them t o  manufacturing 

o the r  products. 

o I n  Western Europe, the  expansion o f  capac i t y  w i l l  be i n  t h e  main 

consumi ng coun t r i es .  

o An increase i n  expor ts  i n  t h e  US w i l l  r e q u i r e  t h a t  p roduct ion  capa- 

c i t y  increases more r a p i d l y  than domestic consumpti on. 



I n  Japan, t h e  capac i t y  w i l l  expand i n  waste biised t e s t 1  i n e r .  

I n  Europe, a g rea te r  p roduct ion  o f  t e s t l i n e r  on new and highspeed 

machines i s  foreseeable. 

Product ion cos ts  i n  t h e  US w i l l ,  i n  t h e  f u t u r e ,  r i s e  more r a p i d , l y  

than i n f l a t i o n .  

The Southern US w i l l  s t i l l  be t h e  most c o s t - e f f e c t i v e  producer i n  

the  world. 

P r i ces  o f  Scandinavian k r a f t l i n e r ,  US k r a f t l i n e r  and domestic t e s t -  

1 i ner  w i  1  1 tend t o  merge. 

The on ly  reg ion  t h a t  w i l l  p r o f i t a b l y  increase capac i t y  i s  the  US 

South. 

Manufactur ing cos ts  w i l l  be t h e  major i n f l u e n c e  on k r a f t l i n e r  

p r i ces .  

There w i l l  be two s t rong  upward pressures i n  k r a f t l i n e r  p r i c e s  over 

t h e  coming decades: 

1. Product ion cos ts  o f  low-cost  producers i n  t h e  US South; 

2. Costs o f  p lan ts  and equipment, which a r i s e  even f a s t e r  than the  
increase i n  product ion  costs.  

There are, however, two pressures t o  keep p r i c e s  down: 

1. Competi t ion from o t h e r  packing and sh ipp ing systems and t e s t -  
1 i n e r .  

2. The expecta t ion  o f  o the r  Uestern Europe r e g i o n s t o  increase t h e i r  
expor ts  o f  l i n e r  t o  the  EEC. 

The n e t  impor t  requirements o f  1 inerboard  w i  11 increase s t r o n g l y  i n  

Japan and China. 



P r i n t i n g  and Writing Paeer ------- ----------- --- -- 

o The US will account for  a large increase i n  printing and writing 

paper. 

o Canada i s  a1 so expected to  increase i t s  production of printing and 
writing paper. Some of the newsprint machines are  expected to  be 

converted to  printing and w r i t i n g  paper production. 

o The l a rges t  increase in wood-containing grades i s  foreseeable i n  

Western Europe and North America. 

o Structural changes in the Western European wood-free paper industry 
will  continue. 

o The production of coated wood-containing printing and writing paper 
will increase i n  a1 1 sub-regions of Western Europe. A 1 arge propor- 
t i on  of the increse will be i n  the Nordic countries. Increases a re  
even foreseen i n  West Germany, I ta ly  and France. 

o North America's import d e f i c i t  in printing and writing paper will 
temporarily change to  an export surplus. 

o Mestern Europe's export surpl us of printing and writing paper i s  

expected to  remain unchanged. 

o The production of printing and w r i t i n g  paper i s  expected t o  grow 

quickly i n  Africa and i n  cer tain Latin American countries. 

o Strong growth i n  the production of printing and writing paper in 

the  USSR i s  expected. Their import requirements will grow. 

Sack k r a f t  ---------- 

o The increase i n  production in North America i s  expected to  be mar- 

ginal.  

o Sack k ra f t  production will hardly grow in Western Europe' and Scan- 

dinavia. 



o  The Western European surp lus  o f  sack k r a f t  w i l l  r i s e .  

o  The expo r t s  of  sack k r a f t  from Nordic c o u n t r i e s  t o  t h e  Eastern Bloc 

w i l l  grow. 

o  Exports from North America t o  oversea markets w i l l  grow. 

Other K r a f t  Paper ----------------- 

o  No change i s  foreseen i n  t h e  t r a d e  p a t t e r n  f o r  t h e  grade, o ther  

k r a f t  paper. 

o  Product ion w i l l  decrease i n  bo th  North America and Western Europe. 

o  The grades sack k r a f t  and o the r  k r a f t  paper a re  s tagnat ing .  

Carton Boards ------------- 

o  The o v e r a l l  growth i n  t o t a l  p roduct ion  w i l l  be i n  Nor th  America. 

o  There w i l l  be a  s h i f t  i n  t h e  d i f f e r e n t  c a r t o n  boards i n  t he  US; t he  

lower q u a l i t y  w i l l  l ose .  

o  In Western Europe a  need may a r i s e  f o r  grades w i t h  a  h i g h  con ten t  

o f  v i r g i n  pulp. 

o  US expor ts  o f  c a r t o n  boards t o  Western Europe w i l l  con t inue t o  

grow. 

o  The Western European expo r t  su rp lus  o f  c a r t o n  boards i s  expected t o  

decrease. 

o  The USSR w i l l  impor t  i nc reas ing  q u a n t i t i e s  o f  c a r t o n  boards f rom 

the  West. 



Household and Sanitary Paeers _--_-----_--------------- --- 

o An temporary overcapacity s i tuat ion will occur i n  the US. 

o A large increase in the, production of t i ssue  paper will occur i n  
Western Europe. This increase will take place in the main consuming 

countries. 

o No radical changes are t o  be expected in the trade i n  household and 
sanitary papers. 

o Scandinavia will export i t s  surplus to  the EEC and Southern Euro- 
pean Countri es . 

o The production of household and sanitary papers i s  expected to  grow 

substantially i n  the USSR. 

o This grade i s  a typical domestically produced grade. International 
trade will be limited. 

o Very strong demand i s  expected in developing countries. 

Paper and Board i n  general ------------------- a_---- 

o The consumption and production of paper and board will grow sharply 
i n  Africa. 

o The main producing areas i n  Africa will be South Africa, Nigeria 

and Egypt. 

o Printing and writing paper production i's expected to grow f a s t e s t  

i n  relation t o  other paper grades in Africa. 

o Due to  the production expansion of paper and board i n  Africa, the 

net imports will remain almost unchanged i n  the future. 

o The production of paper and board i n  Latin America will grow. 

o Brazi 1 ,  Mexico and Chi1 e w i  11 be 1 argest producers. 



o L a t i n  America as a whole w i l l  n o t  become a n e t  expo r t i ng  area, be- 

cause t h e  increase i n  p roduc t i on  w i l l  be balanced by t h e  s t rong  i n -  

crease i n  domestic consumption. 

o Thus, a l l  c o u n t r i e s  i n  L a t i n  America w i l l  have an impor t  d e f i c i t ,  

except Chi 1 e. 

o Yugoslavia, Czechoslovakia and Poland w i l l  account f o r  most o f  t h e  

p roduc t i on  increase i n  t h e  grades of  paper and board i n  t h e  Eastern 

01 oc . 

o The main quest ion  concerning t h e  expansion of  paper and board indu-  

s t r i e s  i n  c e n t r a l  l y - p l  anned economies i s  connected w i t h  t h e  possi  - 
b i l  i t i e s  o f  s o l v i n g  t h e  raw m a t e r i a l  supply problem (transports- 

t i o n ,  human resources) .  

o The USSR w i l l  impor t  i nc reas ing  q u a n t i t i e s  o f  k ra f tpapers ,  box 

boards and o t h e r  packaging grades from t h e  West. 

o Import  d e f i c i t s  i n  Eastern Europe w i l l  increase.  About h a l f  o f  t h e  

impor t  requi rements w i l l  be covered by t h e  USSR. The o t h e r  h a l f  

must be purchased from t h e  West. 

o China's impor t  o f  l i n e r ,  f l u t i n g  and newspr int  from market economies 

i s  p ro jec ted  t o  cont inue and grow. 

o The consumption o f  newspr in t  w i l l  t r i p l e  i n  Asia (exc lud ing  Japan) 

by t h e  y e a r  2000 compared w i t h  t h e  c u r r e n t  s i t u a t i o n .  

o The same p r o j e c t i o n s  h o l d  f o r  p r i n t i n g  and w r i t i n g ,  and i n d u s t r i a l  

papers i n  Asia. 

0 Consumption growth i n  Japan w i l l  decrease, as compared t o  t h e  cu r -  

r e n t  s i t u a t i o n ,  i n  memoprint grades, and p r i n t i n g  and w r i t i n g s  and 

i n d u s t r i a l  grades. 

o On t h e  o t h e r  hand, growth w i l l  be p a r t i c u l a r l y  h igh  f o r  household 

and s a n i t a r y  paper consumption i n  Japan. 



o A s t rong  demand development f o r  packaging grades i s  a l s o  foreseen 

f o r  Japan. 

o Growth w i l l  be s lowest  f o r  sack k r a f t  and o ther  k r a f t  papers i n  Japan. 

o The most r a p i d  consumption growth by subregion i n  Asia w i l l  be i n  

East Asia, concerning paper and board. 

o Consumption growth i n  Japan w i l l  be p a r t i c u l  a r l y  f a s t  f o r  coated 

grades and p r i n t i n g  and w r i t i n g  s p e c i a l i t i e s .  

o The consumption of paper and board i n  Oceania w i  1 1 double by t h e  

yea r  2000. 

0 Asia 's  paper and board capac i ty  c l e a r l y  exceeds the  pu lp ing  capaci ty ,  

i n d i c a t i n g  a requirement f o r  development o f  the l a t t e r .  

o Oceania's f u t u r e  market prospects f o r  t h e  paper i n d u s t r y  seem q u i t e  

favorab l  e. 

o R is ing  c o s t  pressures on expor t  p r i c e s  w i l l  reduce Japan's competi- 

t i v e  edge over North America i n  bu lk  grades such as newsprint,  

k r a f t l i n e r  and c a r t o n  boards. 

o Japan's f u t u r e  impor ts  w i l l  p r i m a r i l y  comprise pulp, newspr in t  and 

k r a f t l  i n e r .  

o Growth i n  p r o d u c t i o n o f  paper and board i n  the  cen t ra l l y -p lanned  

economies w i l l  f o l l o w  t h e  growth o f  demand. 

o The impor t  d e f i c i t  w i  11 increase i n  a1 1 c e n t r a l  l y - p l  anned econo- 

mies. The USSR i s  est imated t o  have a negat ive  t r a d e  balance. 

o There i s  a l a t e n t  demand f o r  paper and board i n  a l l  c e n t r a l l y - p l a n -  

ned economies, which cannot be m a t e r i a l i z e d  because o f  supply and 

impor t  r e s t r i c t i o n s .  

o The g lobal  prospects f c r  f u tu re  paper and board consumption i n d i c a -  

t e  a dec is i ve  s h i f t  i n  t h e  growth p o t e n t i a l  f r o n  t h e  t r a d i t i o n a l  

western market t o  t h e  developing areas o f  t h e  world. 



o P r i n t i n g  and w r i t i n g  papers - e s p e c i a l l y  coated grades - i s  expec- 

t e d  t o  have a r a p i d  growth i n  t h e  fu tu re .  

o The same r a t e  o f  growth a p p l i e s  t o  household and s a n i t a r y  papers. 

o L inerboard and f l u t i n g  w i l l  a1 so show a subs tan t ia l  growth poten- 

t i a l .  

o Slow growth i s  foreseen f o r  newsprint,  sack, wrapping papers, and 

o t h e r  k r a f t  papers. 

o The degree o f  i n t e g r a t i o n  i n  e x i s t i n g  p u l p  and paper m i l l s  i n  t h e  

Nordic coun t r i es  w i  11 con t inue  t o  increase. 

o The use o f  recyc led  f i b r e  i s  es t imated t o  increase from i t s  c u r r e n t  

1 eve1 . 

o I n  Western Europe, t h e r e  a re  s igns  t h a t  an increase i n  domestic ca- 

pac i  t y  w i l l  become necessary due t o  po l  i t i c a l  decis ions.  

o The f o r e s t  sec to r  w i l l  be g iven h igh  p r i o r i t y  by domestic a u t h o r i -  

t i e s  and i n t e r n a t i o n a l  o rgan iza t i ons  i n  developing count r ies .  

o The f o r e s t  sec to r  w i l l  r e q u i r e  subs tan t ia l  funds from t h e  wor ld  ca- 

p i t a l  markets i n  t h e  fu tu re .  

P o t e n t i a l  f o r  Investments ......................... 

o The g rea tes t  p o t e n t i a l s  f o r  investments i n  newspr int  p roduc t ion  

wi 11 be i n  decreasing order  i n  the  f o l l  owing: 

1. North America 

2. South America 

3. Nordic c o u n t r i e s  

4. Japan 



o The g rea t e s t  po t en t i a l s  f o r  investments i n  pr int ing and writ ing pa- 
per production wi l l  be i n :  

1. North America 

2. The EEC 
3. Nordic count r ies  

4. Japan 
5. South Pnlerica 

o The g rea t e s t  po t en t i a l s  f o r  investments i n  indus t r i a l  grade produc- 

t i on  will  be i n :  

1. North America 

2. J apan 
3. The EEC 

4. South America 
5. East Asia 
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