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2 THE  FOREST  INDUSTRY 

2.1 THE  IMPORTANCE OF THE  INDUSTRY TO THE  PROVINCE 

Although a definitive measure of the importance of the  forest industry to the British 
Columbia economy has not  been  establiihed,  few would dispute that it 19 the paramount 
industry of the province. Its contributiars to manufacturing output, exports, employment 

ere dependent on the f m s t  resource as their major economic base. It is also a valuable 
and provincial revenue ere substantial. Mmy communities throughout  British Columbia 

asset for wildlife, recreation and  other envircnmental needs of British Columbians. 

The forest industry  consists of the following major sectors: logging, sawmills, pulp and 
paper, plywood, and shekes and shingles. The remainder of the forest  industry is made up 
of companies that provide products  such as Christmas trees, poles and railway ties. 

2.1.1 MANUFACTURING  OUTPUT 

TABLE 211 
Value of Shipments  from  British Columbia Manufacturing Industries, 1978 

Industry 

Wood industries 
Paper and allied 
Food and  beverage 
Petroleum and coal products 

Primary metals 
Transportation  equipment 

Metal fabricating 
Machinery 
Chemical  and  chemical products 
Printing  and publishing 

All other  shipments 
Nowmetallic mineral products 

Value of Shipments 
('000 000 $) 

4 450.8 
2  075.5 
1758.8 

862.7 
691.2 
612.5 
517.8 
336.6 

299.0 
309.1 

454.1 
270.8 

Totals I 12  638.9 

Percent 

35.2 
16.4 
13.9 
6.8 

4.9 
5.5 

4.1 
2.7 

2.4 
2.4 

2.1 
3.6 

100.0 
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The forest industry  contributes  significantly  to British Columbia's export  trade.  It 

In 1978, exports of fabricated  forest products  amounted to more than $4.5 billion. Table 
traditionally  accounts for  more than 50 percent by value of all British Columbia exports. 

2/2 compares  the value of major British Columbia exports  for 1977. 
~. 

TABLE 2/2 
British Columbia Exports, 1977 

Item 
V a l u e  of Exports 
6 '000 000) 

Lu m ber 

C m l  
Newsprint 
Natural gas 
Fish products 

pulp 
1922.8 
1022.2 
397.7 

334.3 
369.1 

264.7 
Copper ores and concentrates 
Aluminum ingots 

261.5 

Cedar shingles and shakes 134.6 
238.0 

AH other  exports 1362.8 

Totals 6 307.7 
I 

I I I 

2.1.3 EMPLOYMENT 

Percent 

30.5 
16.2 
6.3 
5.8 

4.2 
5.3 

4.2 
3.8 

21.6 
2.1 

100.0 

Direct employment in the forest industry  accounts for  slightly less than 10 percent of 

in the forest industry  out of a total employed labour force of approximately 1.1 million. 
total British Columbia employment. In 1978, about 91 000 people were directly employed 

industry is difficult to calculate  accurately, i t  is roughly estimated  to  account for the 
Although the  amount of indirect  employment attributable  to the operation of the  forest 

employment of  an additional 15 percent of the provincial labour force. This estimate 
includes industries that support the production and distribution of forest  products as well 
as the service  sector of the provincial economy. 

Employment in logging accounts  for  about one-third of the total employment in the 
primary  industries, which include mining, agriculture and fishing. In 1978, an estimated 
23 000 people were employed in the logging industry. 

percent of total British Columbia manufacturing employment. In 1978, about 68000 
Employment in  wood-based manufacturing  industries  ranges  between 35 percent to 40 

people were employed in such wood industries as sawmills, pulp and paper mills and 
plywood mills. 

. 
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2.1 The Importance of the Industry to the Province - Revenue 

2.1.4 REVENUE 

In 1977, the forest industry  contributed  approximately $400 million to  provincial  revenues 
from direct charges and fees and from the income taxes paid by forest companies and 
their employees. In 1978, the direct fees and charges  rose to $184 million from $83.5 
millim in 1977. 

The importance of the industry to the province's economy and to the local economies of 

the forest  resource,  therefore, is vital  to maintaining a strong British Columbia economy. 
many communities in the province cannot be overemphasized. The proper management of 

-19- 
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2.2 DEVELOPMENT AND CURRENT  STATE OF THE  FOREST  INDUSTRY 

2.2.1 THE LOGGING  INDUSTRY 

The logging industry is the basis for the extensive wood-related manufacturing industry. 
The growth of the industry  since 1912, the first year for which harvesting  records  were 
kept, is shown in Table 2/3. 

TABLE 213 
British Columbia Timber Production 

POOO 000 m3) 

1920 
1912 5.0 

1930 10.fi 
7.6 

1940 15.7 
1950 
1955 

16.4 
18.6 

1960 19.9 

1 
1 

"_. 

970 
965 24.3 

972 
28.8 
24.7 

973 32.7 
975 21.4 
97 6 32.2 

978 
977 28.6 

32.4 1' 

Interior 

1.7 
2.3 
2.1 
1.9 

10.7 
5.6 

14.1 
19.1 
25.9 

37.4 
31.8 

28.7 
37.3 
41.4 
42.8 

Total 

History 

Early logging operations in British Columbia concentrated on the lower mainland and the 

accessible. The extensive  waterways of the coast provided an economical means of 
eastern slopes of Vancouver Island where large stands of Douglas fir trees were readily 

approximately 1950 when the harvest in the interior began to increase  substantially. 
transporting the logs to sawmills. The coast dominated roundwood production until 

The rapid growth of the interior harvest is attributed  to the post-war demand for housing 
in the United States. The growth was facilitated by the  extensions of the Pacific  Great 
Eastern Railway (now the British Golumbia Railway) into the interior. 

The timber  harvest in the interior  finally exceeded coast production in 1972 and has 
remained larger ever since. 
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Technological Change 

In the earliest operations on the  coast, logs were hauled short distances to tidewater by 
oxen or horses. By the early 19009, steam donkey engines and logging railroads gathered 
and transported logs longer distances  as the virgin stands closer to  tidewater disappeared. 

During the 1930s, the railroads began to  be replaced by trucks which were able to 

from previously inaccessible areas. The power saw also began to  be used for  the  cutting of 
negotiate much sharper curves and steeper grades, permitting timber to be harvested 

timber in the  late 1930s and greatly  increased  the  productivity of fallers. More recently, 
the chainsaw has been partly supplanted by tractor-mounted tree shears in the  interior 
where the terrain is suitable f o r  mechanical harvesting. Other  important innovations 
include portable steel spars,  loading machines and four-wheeled skidders. 

6.7 

12.7 
9.9 

17.6 
22.0 
29.3 
34.0 
43.4 
54.7 

70.1 
56.5 

69.5 
50.1 

75.2 
70.0 

2.2.2.1 COASTAL  LUMBER  INDUSTRY 

Although the original  sawmills were established primarily to supply rough lumber as 
building materials  for  the  local  settlements, t he  size of this market was very  limited. 
Opportunities for exporting lumber were quickly recognized. The first mill built 
specifically  to serve foreign markets was constructed a t  Port Alberni in 1861. 

In the first half of the 20th century, most sawmilling activity continued to be situated on 
Vancouver Island and the lower mainland. The mills were  largely geared to producing 
lumber for  overseas markets while some  smaller mills were more oriented  towards 

large logs, wit11 preference for high-grade lumber recovery. They required  substantial 
meeting North American  requirements. In most cases, the mills were designed to handle 

amounts  of'labour. 
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Current  State 

Timber production in the province exceeded 75 million m3 in 1978 - a  record  harvest. 

In recent  years,  approximately 80 percent of the roundwood harvested has been processed 
by sawmills. Approximately 30 percent of the volume of roundwood handled by sawmills is 
converted  into wood chips as raw material  for the pulp and paper industry. M o s t  of the 
remaining roundwood production is used by the plywood and pulp  and paper industries. A 
relatively small proportion of the total  harvest is processed by the shingle and shake 
industry -less  than 3 percent of the harvest in 1977. 

The pattern of development of the logging industry (and the wood-related manufacturing 
industries) has been significantly  influenced by the ownership of forest lands in British 
Columbia. By aitering  the  tenure  system which controls  timber  harvesting rights on the 
provincially owned forest lands and by changing the price  charged  for timber harvested 
f rom them, the province has been able to  greatly affect the pace and direction of logging 
development. 

2.2.2 THE  LUMBER  INDUSTRY 
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Major changes  in  the nature of the coastal  sawmill  industry  occurred after World War II. 
The changing species and size mix of available logs and the  rise  in t h e  demand for 
newsprint resulted in the development of an extensive  pulp  and paper industry. As wocd 

integrating a sawmill with a pulp mill wes recognized. Tbe f i r s t  integrated  complex was 
chips and sawdust were used as part of the raw materials for pulp mills, the value of 

established at  Port Alberni. 

Gang mills capable of processing  small-diameter logs were  established.  Chippers and 

the newly valuable pulping material. Kiln drying of hemlock to  compete with the 
barkers  were  added at many of t h e  larger sawmills  expressly  for t h e  purpose of producing 

traditional Douglas fir  became common as the industry adapted  to  the varied flow  of log 
species and grades. 

In an effort  to  reduce costs and improve  productivity,  the  trend  toward mill specialization 
generally  increased. Long production runs of standard  specification lumber became 
common. This reduced the  ability of mills to  adapt  to changing market conditions and 
grade  recovery was frequently  sacrificed  to improve cost  efficiency. 

2.2.2.2 INTERIOR LUMBER INDUSTRY 

Prior  to World W a r  11, sawmills  were  built  to  serve the requirements of the local interior 
communities and to  supply ties to  the Canadian railways. Exports to  the United States 
were small  in volume and came  from mills in the  southern  interior. 

Small,  independent,  portable mills cut rough dimension lumber and boards which were 
transferred to  planing mills situated a t  the  railhead for dressing  prior t o  shipment t o  the 
United States.  Financial  assistance was frequently supplied bv lumber  wholesalers. 

With the  increased  market  opportunities after 1950, stationary  sawmills  were built. The 
mills established  can be classified in three categories: 

- scragg mills designed to  produce studs, 
- dimension mills hased on simple  circular sawing, 

- a few specialized  mills using gang  saws or band resaws to produce scaffold 
plank and  rough boards. 

As the sawmills added their own planing facilities and kilns, the planing mills developed 
their own sawmills. 

The final  stage of sawmill expansion in the interior coincided with the building of  an 
integrated pulp and  sawmill  complex a t  Castlegar. 

In the northern  interior, expansion of sawmilling  coincided with the building of pulp mills 
at Prince George. Pulpwood Harvesting Area (PHA) Agreements were designed to  
superimpose  a  pulp  industry on an existing sawmilling economy. Many small operators sold 
out  their mills and timber positions to  the large integrated companies. 
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2.2.2.3 CURRENT  STATE  OF THE  LUMBER  INDUSTRY 

Lumber production and the number of operating sawmills in  British  Columbia for  selected 
years since 1950 are shown in  Table 214. Record lumber  production  in 1978 was almost 30 
million m 3  - more than 65 percent of total Canadian production. 

The  trend toward fewer,  larger mills is also apparent when the increase in lumber 
production is compared with the decline in the number  of mills. Technical  improvements 
introduced  in some of the mills during this stage of development  included  chipper 
headrigs, high-speed gang saws and  computerized  controls. 

While many coast sawmills were continually upgraded and adapted to  remain  efficient 
ttrough the 1960s and 1970s, some of the larger mills grew increasingly inefficient in this 
~ p s i o d  as their  plant and  equipment  depreciated. 

The need to modernize  some of the older mast mills hes been  recognized,  and the 
improved earnings of the industry  since 1976 hes provided the funds  required to undertake 

Limited,  British  Columbia  Forest  Products Ltd. and Canadian Forest  Products Ltd. have 
the needed capital expenditures. MacMillan Bloedel  Limited, Crown Zellerbach  Canada 

announced major capital  expenditures  totalling  approximately $700 million to upgrade 
their sawmill facilities on the coast. A portion of these expenditures will be used to close 
down  old mills and replace them with entirely new plants. 

efficient lumber industry. Older sawmills such as those at Williims Lake and Quesnel have 
Major capital  expenditures have also been ma& in the interior to  maintain a modern, 

been  rebuilt. New stud mills have been constructed which are capable of processing very 
small logs economically. New dimension mills using  modern logsorting techniques and 
computer  controls have also  been  built  in the interior. 

Year 

1950 
1955 
1960 
1965 
1970 

1975 
1973 

1976 
1977 
1978 

T 

TABLE 214 
British  Columbia  Sawmills and Lumber Production 

I (‘000 000 m3) 
Production 1 

Number of Mills  

2 489 
1826 

6.5 
5.9 

1938 6.7 
1191 8.6 
881 
810 10.4 

8.9 

661 
659 

5.9 

705 10.6 
9.4 

n a  11.3 
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Interior 

2.4 
5.1 

9.0 
5.8 

14.2 
9.4 

11.7 
16.0 
17.8 
18.3 

Total 

11.6 
8.3 

12.5 
17.6 
18.3 

17.6 
24.6 

28.4 
25.4 

29.6 
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Although a small mill produced paper from rags a t  Port Alberni in the 1890s, the real 
beginnings of the provincial pulp and paper  industry date from approximatelv 1010. In t h e  
period from 1909 to 1912, one groundwood mill, one newsprint mill and three  chemical 
pulp  mills were  built along the south coast.  Three  more pulp mills were built  between 1917 
and 1923, but bv 1926 two of the  eight original mills had been abandoned. 

Chemical pulp from  these  early mills was largely produced using the soda and unbleached 
sulphite processes. The first sulphate mill  in the  province was located a t  Port Vellon in 
1917. Further growth of the  industry did not occur until after World W a r  11. 

Following the war, the expansion of the  provincial industry reflected  rising world demand 
fcf pulp  and paper products,  particularly newsprint. The change in the forest  tenure 
system also encouraged the  establishment of a greatly enlarged pulp and paper industry on 
the  coast by providing companies with an assured long-term wood supply. 

Although a new sulphite mill was completed by Columbia CelluIcse Co. Ltd. a t  Prince 
Rupert in 1951, this was the only new sulphite mill built in British Columbia. The 
advantages of the sulphate process that led t o  its position of dominance are: 

- a wider variety of  wood species and poorer quality wood chips can be p rocesd ,  
which makes the sulphate process  more suitable for use in integrated complexes 
like  Port Alberni, 

- the chemicals used can be recycled, 
- t h e  pollution problems are not as severe, 
- the sulphate pulp has  better strength characteristics. 

The extension of the pulp industry into  the  interior commenced with the  construction of a 
bleached sulphate mill  in Castlegar in 1960. The interior expansion can be attributed  to 
several  factors: 

- extension of the  rail system, 
- Pulp  Harvesting Area Agreements, 

- extension of Tree Farm Licences  to  interior pulp mills, 
- low stumpage rates  for close  utilization. 

sawmilling economy. In 1962, the  first of five  PFAs was sifmd, securing wood supplies for  
The Pulp Harvesting Area Agreements superimposed a pulp industry on an existing 

a new pulp mill a t  Prince George. 

The pulp industry on the  coast  also continued to  expand through the 19fiOs. Total Rritish 

since 1973 due to  the absence of  new mill construction. 
Columbia pulp production doubled between 1960 and 1970 but has not grown significantly 
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provincial pulp production for selected  years  since 1912 is shown  in Table 215. 

L 

TABLE 215 
Pulp and Newsprint Production and Market Pulp Shipments 

('000 tonnes) 

Year 

1912 
1920 
1930 
1940 
1945 
1950 
1955 
1960 
1965 
1970 
1973 
1975 
1976 
1977 
1978 

I All Pulp 
Production 

23 
198 
304 
405 
473 
705 

1 237 
1928 
2 971 
4 101 
5 166 
5 273 
5 347 
4 877 
5 382 

Newsprint 
Production 

n a  
124 
207 
241 

347 
230 

503 

1 100 
777 

1 334 
1192 

1051 
1 327 

1 379 
1288 

t 

Market  Pulp 
Shipments 

na  
n a  
na  
n a  
na  
n a  
na 
na 

2 513 
n a  

3 250 
3 382 
2 927 

3 239 
2 775 

In 1978, total pulp production for the province amounted to almost 5.4 million metric 

68 percent of the provincial pulp capacity, and nine mills in the interior. 
tonnes. The industry  consisted of 23 pulp mills: 14 mills on the coast with approximately 

The  two paper-making plants in the province operate without on-site wood wing 
capabilities. One of these plants is a  recycling cylinder board mill located in Burnaby 
while the other is a fine  paper mill on Annacis Island. 

Current pulp production in British Columbia is dominated by bleached and semi-bleached 
sulphate pulp which accounted for approximately 64 percent of total pulp production in 
1978. M o s t  of this pulp is shipped as market pulp, although  some of it is utilized as the 
chemical furnish in the production of newsprint. 

The second largest  category of pulp produced in the province is mechanical pulp which 

produced and used by five mills to make newsprint and a small amount of groundwood 
represented  approximately 22 percent of the  total producticn in 1978. Almost all of this is 

specialty papers. 

The remaining pulp production is largely composed of unbleached sulphate puw, the only 
remaining  sulphite mill is located at Port Alice. 
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2.2.4 NEWSPRINT PRODUCTION 

The composition of the  output of the provincial pulp and paper industry has changed 
significantly since its inception. Newsprint accounted f o r  more than half of the output of 
the industry  until after the end of  World  War II. Market pulp has since supplanted  newsprint 
as  the major output of the pulp and paper industry. The paper-making process commonly 
used in the  manufacture of newsprint involves the blending of 80 to  90 percent mechanical 
wood pulp with chemical pulp. 

Early newsprint mills were  established on the coast at  Powell River (1912) and Ocean 
Falls (1916), originally using sulphite pulp as the chemical furnish. Newsprint continues to 
be produced a t  these  two  locations today. 

Further newsprint mills were  not constructed in the province until after World War  II. The 

Crofton (1964). These mills all began newsprint production using semi-bleached sulphate 
first post-war newsprint mills were  established at Elk Falls (1952), Port Alberni (1956) and 

pulp as the chemical furnish; the two  earlier mills were  converted  to the use of sulphate 
pulp. 

In 1978, the output of the five newsprint mills was 1  399 000 tomes. Production has been 
relatively static since 1970. The favourable characteristics of coastal newsprint mills 
include: 

The Forest Industry 
2.2 Development and Current  State - Plywood Industry 

2.2.5 THE  PLYWOOD  INDUSTRY 

The first plywood mill in British Columbia was  established near New Westminster in 1913. 
Douglas fir logs were the only species  processed by the industry until approximately 25 
years ago. 

The industry did not experience  significant growth until after waterproof gluing 
techniques were developed in the late 1930s. Between 1935 and 1946, the number of 
plywood mills operating in the province increased from two to  nine. 

Early plywood mill machinery was cumbersome and required heavy physical labour to 
operate. Major technological  improvements include: 

- introduction of a lathe  capable of peeling a log down to a 100 mm core as 

- use of improved patching  techniques, 
opposed to the previous 300 mm core, 

- introduction of automated lay- and materials handling equipment. 

The growth of the plywood industry  since 1955 is shown in Table 216. There are currently 

shipped almost 240 million m2 (9.525 mm basis) of  plywood  in 1978. In recent years, the 
23 plywood mills in the province, 11 of which are located in the interior. The province 

share of total provincial plvwood production accounted for bv mills on the coast has 
- tidewater location with deepsea lmding  facilities. declined from 78 percent in i970 to 60 percent in 1977. .. - abundant water su*ly, 
- good location in relation to wood supply area, 
- integration with a sulphate pulp mill and a sawmill either on-site or situated 

- proximity  to a well-established community which contributes to  a stable work 
nearby, 

force. 

Significant  advances  have been made in the production of mechanical pulp for newsprint. 
Originally, the mechanical pulp was ell produced by grinding clean roundwood or blocks of 

of chips and sawdust  to  manufacture newsprint was made passible by the introduction of 
wood free of bark and rot against a large grindstone on which water was placed. The use 

passing them between  mechanical disk grinders  rotating in opposite  directions. 
the refiner mechanical pulp process in which the wood fibers in the chips are separated by 

steam and pressure  prior to the  refining stage in order  to reduce the tearing of the wood 
During the last 15 years, this process has been further improved by subjecting the chips to  

substantially improved strength properties. This has reduced or eliminated the need f a  a 
fibers. Pulp produced in this manner is termed thermo-mechanical pulp and i t  has 

more expensive chemical pulp to  serve as the binding agent in the manufacture of 
newsprint. 

A substantial expansion of newsprint capacity in the province is currently underway in 
response to improved market conditions. 

TABLE 216 
British Columbia Plywocd Shipments 
('000 000 m2, 9.525 mm thickness) 

Y ear I Shipments 

1955 
1960 
1965 
1970 
1973 
1975 
1976 

1978 
1977 

105 
72 

145 
161 
205 

199 
162 

237 
218 

percent. The imoortance of spruce and other softwoods  replacing Douglas fir in  plywood is 
In 1955, all British Columbia plywood was made with Douglas fir; by 1977, it was only 61 

greater  than this diminution suggests because plywood is classed as Douglas fir even when 
the inner plies are made from other softwoods. 
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2.2 Development and Current  State - Plywood Industry 

Particle board and hardboard have made inroads into many of the traditional end uses of 
sanded Douglas fir plywood such as millwork and furniture. Moreover, the capacity of the 
industry to produce sanded Dough fir plywood has been constrained by the scarcity of 
topgrade fir veneer  caused by the lack of quality Douglas fir peelers. 

Even though provincial output of plywood has increased substantially, its once premier 
position as the only producer of plywood in Canada no longer exists. Over awroximately 
the last 20 years, softwood plywood production east of the  Rockies has increased 
significantly so that British Columbia now only represents  about 85 percent of total 
Canadian softwood production. 

2.3 MARKETS FOR BRITISH  COLUMBIA  FOREST  PRODUCTS 

thir, section, the current major markets for the principal  products of the British 
Columbia forest industry are described and the historical evolution of these markets  is 
related  to the growth of the industry. Characteristics of the different  product  markets 
are examined and important  marketing measures implemented by the industry are 
emphasized. 

The development of the forest industry in British Columbia has depended greatly upon 
expanding markets outside of the province. The limited size of the local market forced 
€he industry to look outward in order to grow.  Due to remoteness  from most large 

outputs which can be transported efficiently over long distances. 
emsuming regions, the  industry has also tended to concentrate on basic  commodity 
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M o s t  of the markets for British Columbia forest  products are highly competitive. The 
dbility of the provincial  industry to sell profitably in them depends upon its cost structure 
relative  to those of competing suppliers. 

2.3.1 LUMBER 

Prim  to 1900, lumber was exported to Britain,  Australia, South America and California. 
The  completion of the Canadian Pacific €tailwag to the Pacific coast in 1886 opened a 
flourishing  domestic  market  lumber on the prairies. 

A period of depressed activity from  approximately 1900 to the end of  World  War I was 
mused by increased  competition  from United States producers. The industry expanded 
rapidly through the 1920s as cheap ocean freight rates and the completion of the Panama 
Canal opened the expanding market of the United States  Atlantic coast to British 
Columbia sawmills. This market was subsequently removed in 1932 with the introduction 
of the Smoot-Hawley tariff in the United States. 

The adoption of protectionist  measures by the United States led to the formation of the 
Imperial Preference Plan which gave Canada  a  tariff  advantage over the United States in 
exports to  other  Commonwealth  countries. The industry and the provincial  government 

South Africa and the British West Indies to promote the  overseas sale of British Columbia 
cooperated in the  establishment of trade commissioners in the United Kingdom, Australia, 

lumber. 

The consortium  approach to  the  sale and shipment of lumber to  waterborne markets was 
developed. This permitted small manufacturers  to  become  directly involved in overseas 
trade and to benefit  from  economies of scale in the shipment of lumber by water. By 
pricing  lumber as delivered to  foreign  ports,  provincial  producers assumed responsibility 
for the variable costs of shipping, insurance and foreign exchange, and therefore were 
able  to respond quickly to competition  from  other supply sources. 

Althouch Douglas fir continued to be the dominant species in overseas trade, markets 
were also developed for  other British Columbia species - in particular,  for hemlock and 
western  red  cedar. 
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The Forest  Industry a 
The United States market was reopened to provincial  producers in the latter half of the 

was modified. 
1930s as the American economy recovered  from the Depression and the tariff  structure 

The outbreak of  World  War II severely  disrupted the orderly  marketing of lumber as 
governments assumed control of shipping.  Buying patterns changed to  accommodate the 
war effort. Waterborne shipments  from British Columbia to the United States  ceased in 
1941 and did not  resume  until 1948. Overseas  trade  continued but on a reduced scale. 

Several changes which occurred during and shortly after  the conclusion of  World W a r  II 
greatly affected the past-war marketing patterns for  British Columbia lumber production. 
The expansion of the plywood industry and the implementation of sustained-yield forest 
management reduced the supply of Douglas fir logs to the sawmills used to produce 
appearance  lumber for  overseas markets. 

Alterations in North  American lumber standards conferred a benefit on the producers of 
green  lumber when the  separate size standards  for dry and green  lumber  were eliminated. 
This encouraged British Columbia sawmills to  streamline production to North American 
standards a t  the expense of foreign sizes. The trend toward specialization and increasing 
automation also represented an attempt to control  cost  increases by improving labour 
productivity. 

Modifications in the United States  tariff  structure and the Imperial Preference Plan gave 

advantage in the Commonwealth market. The British Columbia sawmills also benefited 
Canadian exporters  better  access  to the United States  market while reducing their duty 

from advantageous shipping costs to  the eastern seaboard of the United States compared 
to mills in Washington and Oregon because of the Jones Act. , 

Normal lumber markets were not  completely  restored until 1953 when  buying  in the 
United Kingdom was returned to the private  sector and the Korean W a r  ceased to 
influence  trade. 

The changing geographic pattern of British Columbia lumber sales between 1955 and 1978 
is evident in Table 2/7. The importance of the United States market as an outlet for 
British Columbia lumber shipments has increased dramatically over this period. 

In 1978, approximately 65 percent by volume of the lumber shipped by British Columbia 
sawmills was destined  for the United States. If 1978 and 1955 lumber  shipments are 

lumber shipments made by provincial mills. As the dominant end use of lumber in the 
compared, the United States absorbed more than 75 percent of the total  increase in 

United States is residential  construction, this growing reliance upm the United States 
market has made the industry  increasingly  susceptible to  cyclical  variations in the  rate of 
American housing starts. 

The rapid  growth of the United States  residential  construction  market coincided with the 
expansim of the interior sawmill  industry that commenced in the early 1950s. Increasing 
competitim from sawmills in the interior and t b  Inland Empire of the United States for 
lumber sales in the central United States, 8s well as the volatile nature of the American 
market, encouraged the coast lumber  industry to  attempt  to diversify its market base. 

~ Fcrest Industry 
%Markets  for British Columbia Forest  Products - Lumber 

TABLE 217 
Geographic  Distribution of British Columbia Lumber Shipments 

(percentage hy volume) 

- 
R.egion 1955  1960  1965  1972  1976  1978 

Canada 32 34 27 25 21 
United States 

I 9  
47 

United Kingdom 13 
59 

10 
65 

10 3 5 3 
1 2 I 3 3 

3 4 6 6 
An others 8 7 F 3 2 2 

Totals s 00 100  100 100 100 100 

. 48 52. 70 

, : @ t h ~  EEC: - 
sapen - - 

-.~ 

New markets were  established in  Ellrope and exports to  Japan jumped sharply in the  early 

bgest overseas market for British Columbia lumber. In 1978, Japan  accounted  for 
19BOs. Japan has since grown in importance  to surDass the United Kingdom as the single 

approximately 6 percent of British Columbia lumber Shipments. 

During the 1960s, important  transportation and marketing innovations were made by t h e  
mast industry to provide better  service  to waterborpe  markets, particularly the 

Subsidiaries were established by major exporting  companies in foreign  countries  to  permit 
chartering of new bulk carriers  specifically designed to  carry packaged lumber. 

the sale of lumber from landed inventory. The effect of these chanpes was particularly 
noticeable on the Atlantic coast of the United States: British Columbia's share of the 
intercoast lumher trade almost doubled between 1063 and 1972. 

Attempts have  also been made to develop overseas  markets for interior  spruce, pine and 

and the United States. In 1977, more  than a6 percent of interior lumber shipments  were 
fir lumber, but t h e  overwhelming majority of interim production is still sold in Canada 

shipments.  Despite  increases of almost 75 percent  hetween 1973 and 1977, overseas 
destined for Canada and the United States compared to less than 69  percent of coast 

shipments of interior  luwber  still  accounted for less  than 17 percent of total overseas 
shipments of British Columbi~ lumber in 1977. The principal  overseas market for interior 
lumber is the United Kingdom. 

Notwithstanding its  greater dependence on the United States market,  the  interior lumber 
industry suffered a much less severe decline in production hetween 1973 and 1P75 than 
w a s  experienced hy the  sawmills on the  coast.  Several  factors, such as hipher ocean 
freight  rates  attributable  to the  oil crisis and the more responsive stumpage  system of the 
interior uncloubtedlv contributed to the  differential  impact. Rut the lower production 

continue to  sell  profitably as lurnher prices fell. 
costs of the  interior mills were certainly a major factor  as tbev permitted t h e  mills to 
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The Forest Industry 
2.3 Markets  for British Columbia Forest  Products - PUlP 

The United States lumber market is highly competitive as trade in this market is virtually 
unimpeded by tariffs or other  government controls on imports. Prices  are determined by 
the interaction of supply and demand of many buyers and sellers, none of  whom is 
sufficiently  large  relative  to  the  total  to be able  to  influence prices. 

Although some are  subject  to  assorted  trade  barriers, the other  current major markets  for 
British Columbia lumber in the European Economic Community, Japan and other  Pacific 
Rim countries are also highly competitive. 

2.3.2 PULP 

sales confined almost  exclusively to the United States and eastern Canada. Although the 
Prior  to World  War II, British Columbia was  only a minor exporter of market pulp, with 

province was known to be a major exporter of lumber, little was known about its potential 
as a pulp producer at  that time. 

The market for British Columbia pulp did not develop  to any great extent until the 
sulphate pulping process enabled provincial wood species to be ma& into a superior grade 
of long-fiber pulp  which could be used to  upgrade pulps made elsewhere. 

The 'pulp explosion' in the province which occurred after World W a r  If was the result Of 
numerous large  capital  investments pnedicated on an improved technology, long-term 
access  to abundant raw materials due to changes in the tenure  system, available 
hydroelectric power, and increased world demand for pulp and paper products. As the 
provincial production of market pulp expanded through the 1950s and 1960s, British 

Scandinavian countries, the traditional major exporten of market pulp. 
Columbia became known as a reliable wurce of pulp in direct competition with the 

British Columbia pulp producers integrated with papermakers  elsewhere enjoy a degree of 
security in their sales volume proportional  to the amount invested in integration by 
themselves or their  partners. This production moves to  market  without sales cost and is 
purchased by the par tne  over  other pulp supplies. Most integrated  partners do not  rely 
completely on British Columbia mills for their pulp supply but also purchase pulp from one 
or more suppliers in a different geographic  location. 

same security of demand for  their output. In order to minimize their  susceptibility to  
British Columbia mil ls  that are wholly producers of market pulp do not  benefit from the 

periods of  weak  world demand for  market pulp, they must attempt  to sell to as many 
customers as possible in different markets. 

While this tends to  reduce the cyclical  variation in demand, sales and administration costs 
are increased. More importantly, small pulp shipments  to  dispersed  consumers do not 
benefit  from the economies of scale that can be realized in waterborne  transport. 

World prices f o r  pulp are determined f a  the most part in three regional markets: the 

price leaders within the pulp industry,  but the producers in British Columbia are not 
United States, Europe and Japan.  Shifts in general  price  levels are usually initiated by 

regarded as the price leaders in these major markets. Mos t  pulp is sold under contracts of 
one year or Icnger, and continuity of supply is extremely  important to pulp purchasers. 
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The changing composition of the market for British Columbia bleached  and semi-bleached 
sulphate pulp, the major market pulp produced by the  industry, for the period 1965 
through 1977 is shown in Table 2/8. 

I I 
Region 1965  1970 

Canada 
United States 

15 
46 

6 
27 

Europe 22 
Japan 

41 
10 19 

All others 7 7 

Totals 100 100 

1973 1977 

16 11 
13 

100  100 

Europe became the largest  market  for British Columbia bleached sulphate pulp when i t  
surpassed the United States in 1970. In 1977, Europe absorbed 45 percent of the bleached 
sulphate pulp shipped by British Columbia mills. The United States market for British 
Columbia bleached sulphate pulp has not grown since 1973. New mills have come on 
stream in the United States, many of which are  integrated with papermakers who 
formerly  relied on pulp imported from British Columbia. 

The declining importance of the Canadian market since 19F5 reflects the expansion of 
pulp capacity in eastern Canada. British Columbia pulp shipments consumed in Canada 
declined from 157  000 tonnes in 1965 to 98 000 tonnes in 1977. The erosion of the  Japanese 

produced pulp using imported wood chips. 
market since 1974 resulted from the increasing  reliance of Japan upon domestically 

2.3.3 NEWSPRINT 

Although newsprint mills were  originally built in the province between 1910 and 1920, the 
output  of the industry did not increase  greatly from the late 1920s until after the end of 
World  War II. The post-war shortage of newsprint led to  the establishment of new mil ls  on 
the coast as well as the modernization of older facilities. 

British Columbia newsprint production has been heavily oriented  towards  satisfying  the 

markets from 1465 to 1977, including groundwood specialty papers, is shown in Table 2/9. 
demand in the western  provinces and the western United States. The evolution of the 
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The Forest  Industry 
2.3 Markets for  British Columbia Forest  Products - Newsprint 

TABLE 2/9 

(percent) 
British Columbia Shipments of Newsprint by  Weight* 

Region 

Canada 
United States 
Europe 
Asia/Oceania 
Others 

Totals 

t I 
1965 I 1970 I 1973 I 1975 1 1977 I 

I I I I I 

7  8 10  11 12 
84  63 69 66 68 

3 12 a 8 5 

100  100 100 100 100 

1 1 
5 16  13  15  15 

- e - 

I * Includes groundwood specialty papers. 

The major market  for British Columbia newsprint continues  to be the United States which 
absorbed amroximately 68 percent of provincial  shipments in 1977. The volume of 
provincial %pments t o  this  market has not changed significantly since 1965, except in 
1975 when newsprint consumption fell in the United States due to the recession British 
Cnlllrnhia mi lk  are currently  estimated to supply amroximately 50 percent of the 

An efficient deep-sea barge  system has been developed by  MacMillan Bloedel Limited to  
service the large California  market for newsprint. This alternative has probably 
contributed to the maintenance of lower rail rates f o r  newsprint shipped by land. 

The mereming  importance of the Canadian market f o r  British Columbia newsprint since 
1965 reflects the growth in the populations &nd economies of British Columbia and 
Alberta where the domestic consumption of British Columbia newsprint is concentrated. 
The number of rural newspapers published  in these two provinces has also increased 
substantially and has expanded the demand for newsprint. 

Although the United States is still the  dominant market, the countries in Asia and Oceania 

production. Strong economic growth and increasing literacy rates in many of the rapidly 
on the Pacific basin have become  important cansumem of British Columbia newsprint 

industrializing nations of this m a  have led to  greatly increased  newsprint consumption 
which has not  been  completely filled by the aIso expanding newsprint pl.oduction capacity 
of the region. 

Sales of British Columbia newsprint to the  Far Epst are handled by the Export Sales L t d ,  
a  consortium including three of the four newspiint producers operating in the province. 
This company was initially  formed in the 19208 but has undergone numerous 
regoranizatians s i n e  tha t  time. 

The Forest Industry 
2.3 Markets f o r  British Columbia Forest  Products - Plywood 

M o s t  sales of newsprint to the United States  are governed by long-term contractual 
agreements with the individual consumers negotiated by the producing companies 
themselves. Unlike the  situation for market pulp in which the British Columbia industry 
does not dominate any major market region, the concentration of newsprint sales in the 
western United States has established the  largest British Columbia newsprint 
manufacturer as the price  leader in this market. 

Sales of newsprint to  the  countries in  Asia  and Oceania are generally 'spott transactions 
characterized by vigorous price competition. 

2.3.4 PLYWOOD 

In marked contrast  to  the  export-oriented markets for lumber, market pulp  and newsprint, 
the consumption of British Columbia plywood has been heavily concentrated in Canada. 

The rapid  growth of the provincial plywood industry following the introduction of the 
waterproof gluing process  reflected the substitution of plywood for lumber in many  end 
uses such as floor and wall sheathing in residential  construction and the  manufacture of 
kitchen  cabinets. More recently, plywood has come under competition from l e 5  expensive 
substitutes such as particle board, hardboard and waferboard which have substantially 
slowed the  rate of growth of plywood consumption in Canada. 

Columbia plywood  in overseas  markets. The succes of these programs is evident in Table 
Major marketing efforts have been made by the industry to  create a demand for British 

years in the period 1955 through 1978. The sharp decline in the proportion of shipments 
2/10 which  shows the  distribution of British Columbia plywood shipments for selected 

exported in 1975/76 was primarily the result of increased  competition  from United States 
manufacturers in  Europe. 

The traditional export  market  for British Columbia plywood is the United Kingdom, but  its 
relative  importance has declined in recent years. Early sales and promotional  efforts were 

British Columbia Plywood Exporters Association was formed in 1960 to provide United 
made by MacMillan Bloedel Limited and Seaboard Lumber Sales Co.  in the mid-1950s. The 

Kingdom importers with a reliable supply of  plywood a t  stable prices. In return, the 

promote the use of British Columbia plywood. 
United Kingdom importers  agreed  to  maintain  reasonable  inventories and to aggressively 

The share of total British Columbia plywood exports  destined for the  United Kingdom has 
declined from more than 80 percent in 1965 to approximately 50 percent in 1977. 

The other major export  market  for British Columbia plywood is the European Economic 
Community, excluding the United Kingdom.  This group of countries has grown to 

growth of this market  reflected the  availability of shipping space at  competitive  rates on 
approximately  equal  the United Kingdom as a market  for British Columbia plywood.  The 

vessels carrying British Columbia lumber to European ports and an extension of the 
aggressive  marketing and promotional  techniques previously utilized in the United 
Kingdom. 
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2.3 Markets for British Columbia Forest  Products - Plywood 

TABLE 2/10 
British Columbia Shipments of  Plywood by Volume 

(percent) 

Year I Domestic I Exports 

1955 
1960 
1965 
1970 
1973 
1975 
1976 
1977 
1978 

95 

79 
89 

77 
78 
84 
89 

79 
83 

11 
5 

21 
23 
22 
16 
11 
17 
21 

Exports of plywood to  other  markets such as Japan, the Caribbean, the Middle East, 
Africa and Australia  have  occurred on an opportunistic basis, but the volumes have been 
small and irregular. Over the past decade, the United Kingdom  and the other  nations of 

plywood exports made by British Columbia mills. 
the European Economic Community have  accounted for between 93 to 99 percent of total 

World  plywood consumption is dominated by the United States,  but British Columbia 
eworts to this market have never been significant due to several factors, including 
different product  standards and the imposition of a 20 percent  tariff. In recent  years, 
parts of the British Columbia industry have also not been cost competitive with United 
States mills, as evidenced by the surge in imports from the United States in 1974/75 that 
occurred  despite the existence of a 15 percent  tariff an plywood imports  into Canada. 

Wholesale distribution of plywood is largely  controlled by the major integrated  forest 
companies. These companies, as well as a number of independent  wholesalers,  maintain 
sales offices and warehouses in most Canadian centers. The British Columbia plywood 
industry operates as an oligopoly and price  leadership behavim prevails, resulting in 
much less  flexible  prices  than  for lumber. 

. 
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2.4 World Demand for  Forest  Products - Bleached Sulphate Pulp 

2.4 WORLD  DEMAND  FOR  FOREST PRODUCTS 

The forest industry of British Columbia has expanded to  its  present  size by heavilv  relying 
on growth in export  trade. In this section,  recent trends in the world consumption of 
forest products are described and the share of consumption attributable  to British 
Columbia production is shown. World demand for the individual products to the year 2000 
is forecast in order to  estimate the potential growth of the British Columbia industry. 

meet the fiber  requirements  consistent with the world demand f o r  forest  products in the  
Recent world industrial roundwood production is compared with the volume required to 

year 2000 as forecast by the Food and Agriculture  Organization. 

2.4.1 BLEACHED  SULPHATE PULP 

in Table 2/11. Consumption in this  table includes both integrated and market  sulphate 
Apparent world  Consumption of bleached, including semi-bleached, sulphate pulp is shown 

pulp.  The  world figures  include both slushed and baled bleached  sulphate pulp, while the 

definitional  difference  causes a slight downward bias in the poportion of world bleached 
British Columbia shipments only refer to baled pulp shipped from the producing mill. This 

sulphate pulp consumption satisfied by British Columbia pulp mills. 

World demand for bleached sulphate pulp has been relatively  static  between 1973 and 
1976, reflecting the impact of the oil-crisis-induced worldwide recession of 1974/75. 
However, between 1968 and 1973 world consumption of bleached sulphate pulp increased 
at an  annual compound growth rate of almost 9 percent. 

Geographically, consumption of bleached  sulphate pulp is dominated by the United States 
which has accounted f o r  nearly 50 percent of the world total annually since 1970. The 
second largest consuming region is Europe which has accounted  for  approximately 27 
percent of annual world consumption since 1970. 

The share of world consumption attributable  to British Columbia producers of bleached 
sulphate pulp has been quite  stable  at approximately 9 percent  since 1970. 

In 1977, British Columbia shipments of bleached sulphate pulp accounted f o r  13.8 percent 
of European consumption and 4.5 percent of United States consumption. British 
Columbia's share of Canadian consumption has fallen  sharply  from  almost 22 percent in 
1965 to 4.5 percent in 1977. 

World demand for bleached sulphate pulp is  expected to approximately  double over the 
next two decades,  reaching  more  than 64 million tonnes by the year 2000. This represents 
a projected annual  growth rate of 2.7 percent between 1980 and 2000. 

". . 

The growth rate for bleached sulphate pulp made from hardwood is anticipated  to  be 
slightly larger than  that f o r  softwood pulp but  softwood is still expected t o  account for  
more than half of total bleached sulphate pulp consumption by the year 2000. 
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2.4 World Demand for  Forest Products - Newsprint 

TABLE 2/11 
World Consumption of Bleached Sulphate Pulp, Including 

British Columbia Shipments as a Pergentage of World Demand 
('000 tonnes) 

Region 

Canada 
Consumption 
B.C. shipments 
B.C. percentage 

United States 
Consumption 
B.C. shipments 
B.C. percentage 

Europe 
Consumption 
B.C. shipments 
B.C. percentage 

Japan 
Consumption 
B.C. shipments 
B.C. percentage 

Other  countries 

B.C. shipments 
Consumpticn 

B.C. percentage 

World total 
Consumption 
B.C. shipments 
B.C. percentage 

1965 

723.0 
157.3 

21.8 

7 455.0 
501.8 

6.7 

2 859.0 
236.9 

8.3 

2 688.0 
111.2 

4.1 

na  
70.8 
na  

1 078.2 
n a  

n a  

1970 

1214.0 
122.9 

10.1 

10 889.0 
556.5 

5.1 

6 485.0 
834.8 

12.9 

3 238.0 
392.7 

12.1 

1210.0 
147.2 
12.2 

23  036.0 
2 054.2 

8.9 

a Columns may not add due to rounding. 

1973 

1682.0 
116.0 

6.9 

14  865.0 
871.9 

5.9 

7 591.0 
1 152.0 

15.2 

3 946.0 
436.8 
11.1 

1771.0 
237.5 

13.4 

29 855.0 
2 814.2 

9.4 

1974 

1668.0 
87.2 

5.2 

15 055.0 
824.3 

5.5 

1291.0 
8 375.0 

15.4 

3 971.0 
49 3.7 

12.4 

1757.0 
188.7 
10.7 

30  826.0 
2 884.9 

9.4 

- 
" 

1 

" 

2 

A 

1975 

1581.0 
76 .2 

4.8 

3 211.0 
555.5 

4.2 

1 001.3 
7 743.0 

12.9 

3487.0 
276.4 

7.9 

1530.0 
190.8 

12.5 

17 552.0 
2 100.3 

7.6 

1976 

1930.0 
98.4 

5.7 

15 164.0 
809.6 

5.3 

1339.2 
8 541.0 

15.7 

3 934.0 
340.5 

8.7 

1649.0 
229.7 
13.9 

3 1  218.0 
2 830.0 

9.1 

1977 

2171.0 
98.4 

4.5 

.6 042.0 
724.1 

4.5 

8 671.0 
1196.1 

13.8 

390.5 
296.3 

7.6 

1922.0 
368.0 

19.1 
~ 

32 711.0 
2 682.8 

8.2 

Ihe Porest Jndustry 
2.4 W d d  Demand for Forest Products - Newsprint 

The United States is expected to maintain its dominant  position as the largest consumer 

growth in world consumption of approximately 26 million tonnes between 1980 and 2000. 
of bleached  sulphate pulp. It will account for  more than 11 million tonnes of the total 

pulp are forecast  to be Japan and the  Other Countries group of Table 2/11. Both regions 
In terms of growth  rates, however, the fastest growing consumers of bleached  sulphate 

are expected  to  have  annual  growth  rates of  roughly 4 percent over the period 1980-2000. 

2.4.2 NEWSPRINT 

. World consumption of newsprint, including groundwood specialty papers, is shown in Table 

reflecting both the impact of the worldwide recession of 1974/75 and the reduction in the 
2/12. Again, world consumption of newsprint has been  relatively  stagnant  since 1973, 

however, world newsprint consumption increased at an  annual rate of almost 4 percent. 
international basis weight of  newsprint  implemented in 1973/74. Between 1965 and 1973, 

World consumption of newsprint is dominated by the United States and western Europe, 
but their combined share is falling. Their share of  world consumption declined 
approximately 9 percent from 73.4 percent in 1965 to 64.3 percent in 1977. The share of 
world consumption attributable  to British Columbia production has  averaged  slightly over 
6 percent  since 1970. 

The most important market for British Columbia newsprint is the United States where 
British Columbia shipments  represented 10 percent of its consumption in 1977. 

The  second largest newsprint-consuming region in the world, western Europe, imports 
virtually no British Columbia newsprint. This market is served by the newsprint mills of 
eastern Canada which supply approximately 10 percent of that demand. 

The  importance of the Canadian market  to British Columbia newsprint  manufacturers has 
been steadily increasing in recent  years, and by 1977 British Columbia shipments 
represented  almost 19 percent of Canadian consumption. 

World demand for newsprint is forecast  to grow to almost 40 million tonnes by the year 
2000, an increase of 77 percent over its 1977 level. In terms of annual growth rates, this 
expansion represents  an  increase of 2.5 percent per  year. 

.: The decline in the share of world demand accounted  for by the United States and western 
-. ~ Europe  continues  through the forecast period, and by the year 2000 their combined share 

of world newsprint consumption marginally exceeds 55 percent. 

Between 1980 and 2000, the Asia and Oceania region accounts for more than 36 percent of 
the total increase in world consumption of newsprint. The United States and the Other 

growth of approximately 13.7 million tonnes of newsprint forecast  to occur  between 1980 
Countries group of Table 2/12 both contribute approximately 22 percent to the total 

and 2000. 
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The Forest Industry 
2.4 World Demand for  Forest  Products - Newsprint 

TABLE 2/12 
World Consumption of Newsprint, Including British Columbia 

Shipments as a Percentage 2f World Demand 
("IO tonnes) 

Region 

Canada 

B.C. shipments 
Consumption 

B.C. percentage 

United States 

B.C. shipments 
Consumption 

B.C. percentage 

Western Europe 
Consumption 
B.C. shipments 
B.C. percentage 

Asia and Oceania 

B.C. shipments 
Consumption 

B.C. percentage 

Other  countries 
Consumption 
B.C. shipments 
B.C. percentage 

World total 
Consumption 
B.C. shipments 
B.C.percentage 

1965 

536.0 

14.6 
78.0 

7 680.0 
937.0 
12.2 

4 399.0 
15.0 
0.3 

2 041.0 
55.0 
2.7 

1805.0 
30.0 
1.7 

L6 461.0 
1116.0 

6.8 

1970 

649 .O 
103.0 
15.9 

8 728.0 
843.0 
9.7 

5 269.0 
15.0 
0.3 

3 173.0 
218.0 
6.9 

3 024.0 
152.0 
5 .O 

20 843.0 
1331.0 

6.4 

1973 

779.0 
132.0 
16.9 

9 882.0 
937.0 
9.5 

5 497.0 
5.0 
0.1 

3 446.0 
178.0 
5.2 

2 796.0 
105.0 
3.8 

22  400.0 
1358.0 

6.1 

* Columns may not add due to rounding. 
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1974 

804.0 
138.0 
17.2 

9 633.0 
862.0 
8.9 

5 622.0 

- 
3 672.0 
237.0 
6.5 

2 971.0 
120.0 
4.0 

10 702.0 
1357.0 

6.0 

1975 

784.0 
117.0 
14.9 

8 245.0 
705.0 
8.5 

5 035.0 
1.0 - 

3 526.0 
158.0 
4.5 

2 889.0 
88 .O 
3.0 

i0 479.0 
1 070.0 

5.2 

1976 

803.0 
141.0 
17.6 

9 018.0 
945.0 
10.5 

5 273.0 
6.0 
0.1 

3 630.0 
180.0 
5.0 

2 907.0 
89.0 
3.1 

i1631.0 
1360.0 

6.3 

1977 

825.0 - 
156.0 
18.9 

I 

" 

9 143.0 
918.0 
10.0 

.. 
. .. 
. .~ 

5 087.0 

0.1 
3.0 

3 858.0 
195.0 
5.1 

3 231.0 
74.0 
2.3 
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2.4.3 SOFTWOOD  LUMBER 

Apparent world consumption of softwood lumber is shown in Table 2/13. Due to the 
different  measurement  standards applied to lumber in North America and the rest of the 
world, the share of world consumption attributable to Canada and the  United States is 
overstated in this table. Similarly, the share of  world consumption attributable to British 
Columbia shipments is exaggerated. 

The measurement  difference involves the use of nominal dimensions for  lumber in Canada 
and the United States as oppceed to the actual or solid-wood measures utilized in the rest 
of the world. This makes little difference on roughsawn lumber where actual and nominal 
dimensions are usually equivalent. On dressed lumber, however, the variance can be 
sizable. No reliable basis exists  to  convert  aggregate lumber volumes measured on a 
nominal basis to a solid-wood basis as the conversion factor depends upon the size mix of 
planed lumber, the ratio of rough lumber to dressed, and the mix of green and dried 
lumber. Informed judgment by industry experts suggests that a factor of 74 percent is an 
appropriate  average  to  convert lumber measured on a nominal basis in Canada to a 
solid-wood basis. 

had not  regained its 1973 peak of 338.7 million m3 in 1977. Before the slowdown in 
An examination of Table 2/13 indicates that world consumption of softwood lumber still 

growing at the annual rate of 2.3 percent calculated over the  period 1966 to 1973. 
world growth  precipitated by the oil  crisis, world consumption of softwood lumber was 

22  144.0 ~~ 

1345.0 ! 

6.1 ~ ~ 

~~ . .. . 
. -. . .I 

: L  
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The consumption of softwood  lumber is dominated by the industrialized  countries of the  
northern hemisphere. The single largest consumer of softwood lumber in the world is the  
USSR which accounts  for more than 50 percent of the  total  attributed  to  Other Countries 
in Table 2/13. 

In 1977, the USSR consumed 88.9 million m3 of softwood lumber, or approximately 27 
percent of the world total. Although Table 2/13 indicates  that  the United States absorbed 
5.1 million m3 more than the USSR in 1977, this small  difference is submerged when the 
bias in the nominal measure used in the United States is allowed for. Unlike the other 
major consuming regions of the world represented by the United States, the European 
Economic Community and Japan, the USSR is more than  self-sufficient in softwood 
lumber as it is a major exporter of the product. 

The proportion of world softwood lumber demand supplied by British Columbia sawmills 
has changed quite sharply in recent  years from a low of 5.8 percent in 1970 and the strike 
year of 1975 to a high of 8.7 percent in 1977. Generally, the variance in the share of world 
consumption closely  mirrors the pattern of lumber demand in the United States, the 
dominant market for  lumber  manufactured in the province. In 1977, British Columbia 
lumber shipments  represented more than 20 percent of lumber consumption in the U.S. 

In Canada, the second largest  market, the share of demand met by British Columbia 
sawmills has risen  significantly  since 1973 to almost 49 percent in 1977. 

World consumption of softwood  lumber is forecast  to grow to  approximately 425 million 
m3 by the year 2000, an  increase of 26.7 percent over its 1977 level. This represents a 
modest annual  growth rate of only 1 percent. 
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TABLE 2/13 
World Consumption of Softwood Lumber, Including British Columbia 

Shipments as a Percen e of  World Demand 
('000 m 9 ) 

Region 

Canada 
Consumption 
B.C. shipments 
B.C. percentagc 

United States 

B.C. shipments 
Consumption 

B.C. percentagt 

EEC 

B.C. shipments 
Consumption 

B.C. percentagt 

Japan 
Consumption 
B.C. shipments 
B.C. percentagt 

Other  countries 
Consumption 
B.C. shipments 
B.C. percentagt 

World total 
Consumption 
B.C. shipments 
B.C. percentagt 

7- 

" 

! 

? 

? 

? 

1 

3 
" 

2 

? - 

n a   n a  

n a   n a  

n a  I n a  
33 457.0 36 813.0 

n a  
n a  

n a  
n a  

29 010.0 35 358.0 
n a  
n a  

n a  
n a  

40  058  155  386 
n a  
n a  

n a  
n a  

188 979  311  738 
16 942.0 18  022.C 

5.9 5.f 

1973  1974 

12 174.0 12  634.0 
4 745.0 5  331.0 

39.0 42.2 

91  618.0 77 252.0 
15 952.0 12 232.0 

17.4 15.8 

42 085.0 36 366.0 
1534.0 1757.0 

3.6 4. a 

35 670.0 32 535.0 
1457.0 1183.0 

4.1 3.6 

157 144  162  253 
710.0 956.0 

0.5 0.6 

138 691  321  040 
24 393.0 21 459.0 

7.2 6.7 

1975 

11  298.0 
5  169.0 

45.8 

71  933.0 
10 239.0 

14.2 

29 029.0 
792.0 

2.7 

29 767.0 
96 2.0 

3.2 

,61569 
5 47 .O 

0.3 

;03 596 
17  709.0 

5.a 

1976 

13  877.0 
6  379.0 

46.0 

85  661.0 
14  736.0 

17.2 

36  777.0 
1907.0 

5.2 

32 69S.O 
1496.0 

4.6 

59  744 
612.0 

a.4 

528 752 
25  130.0 

7.6 

1977 

12  722.0 
6  213.0 

48.8 

94  032.0 
18 862.0 

20.1 

34 890.0 
1800.0 

5.2 

32  007.0 
1665.0 

5.2 

61  593 
692.0 

0.4 

35  244 
29  232.0 

8.7 

* A geographic  distribution of British Columbia lumber shipments is not a v a W € e   f a  
1966 and 1970. 
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The rate of expansion differs  substantially among the  different regions of Table 2/13, with 
Canada and Japan forecast  to  experience the highest annual rates of growth at 1.7 and 1.5 
percent respectively.  These rates  are approximately one-half those experienced by these 
two  countries in the period 1966-73. 

Growth of lumber consumption in the  United States is expected to be extremely slow in 

commence in the late 1980s. Roughly 61 percent of the total increase in softwood  lumber 
the last decade of the century due to the decline in housing starts anticipated to  

Consumption forecast  to occur by the  year 2000 is expected  to be realized in the Other I 
Countries group of Table 2/13. 

2.4.4 SOFTWOOD  PLYWOOD 

Apparent world consumption of softwood plywood is shown in Table 2/14. The predominant 
CfmSUmeps Of softwood plywood are certainly  Canada and the United States which 
together account  for  approximately 90 percent of world consumption. Plywood usege in 
other  countries is gradually  increasing, however, as the share of world consumption 
attributable  to Canada and the United States has fallen by approximately 3 percent since 
1966. 

The impact of the 1974/75 recession is again clearly  evident in the world consumption 
figures which still had not achieved their pre-recession peak of 2  025.6 million m2 in 
1976, the most recent  year available. Prior to the onset of the world recession, world 
plywood consumption was growing at the substantial annual rate of 5.8 percent measured 
from 1966 to 1972. 

The share of world consumption represented by British Columbia shipments has moved  in 

consumer of British Columbia plywood production, absorbing approximately 80 percent of 
the 9 to  11 percent  rmge  since 1966. The domestic Canadian market is the major 

shipments in most years. 

The second most important but much smaller market is the United Kingdom  which was 

significant volumes of plywood from producers in the United States. 
initially supplied almost  exclusively by British Columbia but which is now obtaining 

World consumption of softwood plywood is forecast  to grow to 2938.9 million m2 by the  
year 2000, an increase of almost 50 percent over the 1976 level. Most of this  growth is 
forecast  to occur  before 1990 as only 20 percent of the total increase of 956.9 million 
m2 in world consumption is expected to  be realized in the final  decade of the century. 

The time path of world  plywood consumption reflects the slowdown in residential 
construction  activity in both Canada and the United States which is expected to develop 
towards the end of the  1980s. These two countries  are  forecast  to maintain their 
combined 90 percent  share of world softwood plywood consumption through the  year 2000. 
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TABLE 2/14 
World Consumption of Softwood Plywood, Including 

British Columbia Shipments as a Percentage of World Demand 
('000 000 m2, 9.525 mm basis) 

Region I 1966 

Canada 
Consumption 
B.C. shipments 
B.C. percentage 

United States 
Consumption 
B.C. shipments 
B.C. percentage 

United Kingdom 
Consumption 
B.C. shipments 
B.C. percentage 

Other EEC 
Consumption 
B.C. shipments 
B.C. percentage 

Japan 
Consumption 
B.C. shipments 
B.C. percentage 

Other  countries 

B.C. shipments 
Consumption 

B.C. percentage 

132.5 
128.0 

96.6 

1189.6 
0.1 - 

23.7 

100.0 
23.7 

21.9 
7.3 

33.5 

0.3 

33.3 
0.1 

56.7 
2.3 
4.1 

Consumption 1424.7 
B.C. shipments 161.6 
B.C. percentage 

* 

1970 

138.6 
124.0 

89.5 

1304.2 
0.1 - 

28.8 

90.3 
26 .O 

27.5 
9.0 

32.8 

1.0 
1.0 

100.0 

87.3 
0.7 
0.7 

1587.4 
160.8 

10.1 

1973 

189.6 
159.9 

84.3 

1623.4 
0.1 - 

39.0 

77.4 
30.2 

50.2 
13.7 
27.2 

1.0 
0.3 

27.3 

122.4 
0.6 
0.5 
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2 025.6 
204.7 

10.1 

1974 

193.8 
130.9 

67.5 

1372.0 
0.5 - 

30.2 

75.4 
22.8 

39.6 

20.7 
8.2 

0.5 
0.1 

20.0 

117.3 
1.8 
1.5 

1753.4 
164.2 

9.4 

1975 

229.2 
135.9 

59.3 

1366.1 - 
- 

30.6 
19.5 
63.8 

44.1 

14.1 
6.2 

0.3 
0.1 

33.3 

114.8 
0.3 
0.2 

1785.0 
162.0 

9.1 

1976 

223.7 
177.3 

79.2 

1555.2 - - 

31.4 

50.3 
15.8 

55.4 
5.6 

10.1 - 

0.5 

40.0 
0.2 

115.9 
0.4 
0.3 

1982.0 
199.2 
10.0 

2.4.5 WORLD  INDUSTRIAL  ROUNDWOOD  PRODUCTION 

World industrial roundwood production for selected  years in t h e  pe r id  1966-77, along with 
a forecast of consumption in the year 2000, is shown  in Table 2/15. The demand for 
industrial roundwood,  which includes sawlogs and fiberlogs, reflects the demand for all 
products made from wood or wood fiber such as lumber and various types of paper and 
paperboard. 

From 1966 to 1973, total industrial roundwood production increased at  the annual rate of 

affected the consumption of these products is clearly evident in the relatively static 
approximately 2.5 percent. The impact of the 1974/75 economic slowdown which greatly 

production of industrial roundwood observed  between 1973 and 1977. 

The gradual  increase in the importance of hardwood is also evihnt  over this interval as 

for softwood production. 
the hardwood harvest increased at an annual rate of 3.4 percent,  compared to 2.1 percent 

World industrial roundwood production is forecast by the Food and Agriculture 
Organization to increase by almast 700 million m3 to 2 084.8 million m3 in the year 
2000. This represents an annual  average  increase of 1.8 percent over the period 1977 to  
2000. The trend  towards hardwoods is expected to continue  through the forecast  interval, 
with the share of production  accounted for by hardwoods growing from 29.9 percent in 

per  year compared to 2.1 percent for  the  hardwod harvest. 
1977 to 32.3 percent in 2000. The forecast expansion in softwood production is 1.6 percent 

TABLE 2 f15 
Recent World Production of Industrial Roundwood 

and Forecast Demand in the Year 2000 
('000  000 m3) 

1970 

Softwood 831.1 
Hardwood 319.6  364.8 

910.5 

Totals 

1973 

959.5 
404.6 

1364.1 

I I I I I 

1 1974 1 1975 1 1976 1 1 2000 
954.5  905.6  953.8 
400.8  375.7  411.8 

974.1 1412.4 
415.4 672.4 

1977 

1355.3  1281.3  1365.6 1389.5  1084.8 
~~ 
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2.4.6 FACTORS  UNDERLYING  WORLD DEMAND FORECASTS 

The forecasts of world demand for the four forest  products of major importance to the 
British Columbia industry  presented  above are largely based qxn the informed judgment 
of experienced  industry experts who had access to various studies of future world 
consumption of  wood and paper products. This reliance upon expert opinion effectively 
precludes a quantitative analysis of all factors which influenced the individual commodity 
forecasts. Some of the more important  elements considered in making the projections, 
however, can  be set forth  as background to the actual  forecasts. 

Worldwide economic  growth in the next two  decades will be slower in most countries  than 
in the 1950s and 1960s but will be improved relative to the situation  prevailing in them 
during the 1970s. Among the industrialized  countries, Japan will continue to  record the 
fastest  rate of real economic growth. 

growth,  continuing problems with inflation, and maturing  industrial structures in the 
The generally lower growth rates reflect a number of factors, such as slower population 

developed countries with larger servioe rectors incapable of generating large increases in 
productivity. Growth rates in the industrialized less-developed countries  such as Korea 
are expected  to  substantially e x 4  those recorded in the developed nations like those of 
western Europe. 

Capital and labour availability are forecast to  be favourable in the  future. The anticipated 
rates of real economic growth are not eqwted to generate  tight labour markets similar 
to those which existed in many countries in the 1960s and early 1970s. Adequate supplies 
of capital  for business investment should be forthcoming as personal  savings rates remain 
high in most countries and the borrowing requirements of governments  moderate  over the 
next several years. 

The consumption of pulp  and paper products will be constrained by two general  features in 
the future.  Paper  prices will tend to rise in real terms over the next two decades as 
labour, wood and energy costs tend  to  escalate at a somewhat faster  rate than  the  general 
level of prices. This is in sharp  contrast  to the situation which prevailed  throughout the 
1960s when the relative  prices of pulp and paper  declined  due to rapid increases in 
capacity,  economies of scale realized by larger mills and technological changes. 

In addition to the forecast increase in real relative prices, paper and paperboard  products 
will continue  to  encounter stiff competition from substitute products. In the packaging 

paperboard  products,  but at a slower  pace  than in the past. The impact of plastic 
market,  plastics will continue to make inroads into mas once reserved f a r  paper and 

shipping containers where the use of plastic  films is expanding. 
substitutes on paperboerd consumption is anticipated  to be the greatest in the field of 

Newsprint and printing and writing  papers will face competition in certain uses from 
various electronic media such as information storage and rettieval systems and home 
video devices. 'he overall  impact of these competitors is not  believed to  be a serious 

stimulate the demand for paper. For example, the use of word processing systems is 
threat to aggregate paper consumptian, however, as many of these products  actually 

favourable to paper consumptian as additional  complete  drafts of documents, requiring 
more paper, are easier to prepare. 

-4- 

The consumption of  softwood lumber and plywood will a l s o ' b e  limited by fairly  substantial 
increases in real relative  prices that will cause  product  substitution  where possible on the 
part of Users. The rising trend in prices  reflects  further increases in the miom nf 
stumpage, higher logging costs as iess accessible stands am harvested, and higher 
transportation and milling costs. 

~.~~~ _ _  r"-" " 

The outlook for softwood lumber consumption is also heavily influenced by demographic 
trends  in the United States and Japan that suggest little growth in residential  construction 
in either country. Housing starts in the United States are forecast to remain high through 
1985 and then  to  decline  slightly as the rate of  household formation  falls. 
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2.5 COMPETITIVE  POSlTION  OF  THE  BRITISH  COLUMBIA  FOREST  INDUSTRY 

The future development of the British Columbia f o r e s t  industry will depend crucially upon 
the ability of the industry to continue to deliver quality  products  reliably at  competitive 
prices  to  consumers in various  geographic regions of the world. In most external markets 
for forest  products, British Columbia producers are not able to  influence the selling  price 

relative  to those  experienced by other suppliers  competing  for shares of the same market. 
significantly. Hence their  ability to sell profitably depends upon their costs of production 

In this section, the recent  competitive position of the British Columbia forest industry is 
analysed by comparing the costs of producing bleached sulphate pulp, newsprint, lumber 

regions. Althorgh present  techniques and knowledge do not  permit the precise 
and  plywood in the province with the costs experienced by competing producers in other 

extrapolation of these  relative producticn costs  to the year 2000, this comparison does 
serve  to  identify those major cost elements which must  be kept  competitive with other 
producing regions if the British Columbia industry is to  realize  its  potential  for expansion 
over the next  two decades. 

The cost comparisons for bleached sulphate pulp, newsprint  and  lumber are based upon 
recent  studies completed f?  the f e d e r a l  Department af Industry, Trade and Commerce by 
private  sector consultants. The study of North American manufacturers is based upon 
actual 1976 cost data, with adjustments ma& to  those  elements of total fixed  costs  for 
pulp  and newsprint mills to reflect normal operating rates where the plants  were closed 
for unusually long periods &ring the year due to strikes or depressed market conditions. 

Fixed costs adjusted in the study include maintenance  labour  and  materials, mill 
administrative  salaries and overhead,  property taxes and insurance, and depreciation. 
Reported costs for lumber manufacture in the different regions are adjusted to  reflect 
only the costs of producing dimension lumber. Plant and inventory  expense,  carrying 
charges and other  financing costs are not included in the costs reported. 

The costs reported in the North American study assumed that the Canadian and United 
States dollar were equivalent in value, an approximation of the actual average exchange 
rate between the two currencies in 1976. The costs reported in the study of the 
Scandinavian pulp  and paper industry are those observed in  mid-1977 converted  to 
Canadian dollars using the exchange rates prevailing at that time. 

Similar to the North American study, the consultant  exercised  judgment in estimating 
average costs per ton  of output  realized at full production. The  major items affected by 
this adjustment are personnel and general overhead costs. 

* Sandwell Management Consultants Limited, Analysis of Manufacturing  Costs in the 

Jaako Poyry and Associates Ltd., Analysis of Manufacturing  Costs in Some 
North American Forest ProductsJnndustries (19771.. 

Scandinavian Pulp and Paper  Industries (1978). 
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Due to  the  sensitivity of average fixed costs to the level of production, the comparison of 
manufacturing costs in the bleached  sulphate pulp and newsprint industries in North 
America and Scandinavia is based upon normal  production levels as this is believed to  give 
a more realistic picture of relative costs in the  different regions. 
The current  comparative cost position of Canada has been significantly  affected by the 

Expwt sales of  pulp, newsprint and lumber are generally  denominated in United States 
decline in the  international value of the Canadian dollar since the studies were completed. 

dollars and this has greatly  benefited Canadian producers. 

Devaluation  cannot be relied upon in the longer term  to improve the competitive position 

below have not been altered  to  reflect the cumulative  depreciation of the Canadian dollar 
of the British Columbia forest  products industry, and therefore  the  average costs analysed 

relative  to the United States dollar, Swedish kroner and Finnish markka since 1976. 

2.5.1 BLEACHED  SULPHATE  PULP 

The Product 

Bleached sulphate  softwood pulp is an  extremely  versatile grade of pulp  which can be used 
to manufacture  virtually any grade  of paper. Usually it is combined in varying proportions 
with other grades such as bleached hardwood sulphate,  bleached  sulphite, bleached 
groundwood or thermo-mechanical pulp to produce printing and writing  papers, art paper, 
envelope paper and bag paper, and other  assorted types. 

Semi-bleached sulphate softwood pulp is frequently used as the chemical pulp furnish in 
the manufacture of newsprint and groundwood specialty  papers such as the paper used for 

made mainly with semi-bleached sulphate softwood pulp. 
telephone books. The paperboard used in milk cartons and for  computer punch cards is also 

The bleached sulphate pulp manufactured in the British Columbia interior  compares 
favourably in quality with the 'northern pulps' of eastern Canada and Scandinavia which 
are made from  spruce or a mixture of spruce and pine. The bleached sulphate pulp of the 
British Columbia coast mills is comparable  to that produced in the northwestern United 
States but is generally considered to be of better  quality than that produced in the 
southeastern United States. 

In normal markets, the British Columbia interior and coast pulps command quality 
premiums of approximately $15 and $10 per ton respectively over the  price charged for 
bleached  sulphate  softwood pulp produced in the southeastern United States 

British Columbia manufacturers of bleached  sulphate  softwood pulp face competition  not 
only from  other  producers of bleached sulphate sof twood pulp but also from bleached 
sulphate hardwood  pulp manufacturers. The competition  encountered depends upon the 
market  served. Tariffs  are  not a problem in the sale of pulp as virtually all countries  give 
duty-free  status  to pulp imports. 
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Competitors 

In the large European market,  British Columbia producers compete with mills in 
Scandinavia, Brazil and t h e  northwestern United States. The mills of the northwest  also 
compete with British Columbia exports in the west and midwest United States and the Far 
East. 

Eastern Canadian mills compete with British Columbia producers f o r  sales in Canada and 
the east and midwest United States. The major competition in the  latter two regions Of 
the United States, however,  comes  from mills in the southeastern United States. 

costs 

The average production and delivery costs for bleached softwood pulp producers in British 

the world in Table 2/16. In this table, the costs for the southeastern United States have 
Columbia are compared with those experienced by competing mills in five  other regions of 

production of the mills sampled by the consultant  reflected a  mixture of approximately 25 
been adjusted to  reflect the costs for producing only softwood pulp, whereas the  actual 

percent softwood .and 75 percent .hardwood pulp. TIyis has been done to  increase the 
comparability of 'the costs among the different producing regions. If the actual pulp mix 
of the southeastern United States is consider&, the total-cost of production for 1976 
would  be approximately $15 per short  ton less due t o  the reduced wood and chemical costs 
and the higher pulp yield associated with the hardwood input. 

An examination of the data contained in Table 2/16 reveals that the North American 

substantially lower costs of production than the mills in Sweden and Finland. The three 
bleached kraft pulp mills, with the notable  exception of northern Ontario,  experience 

regions with the highest total average costs are all characterized by very high wood costs 
relative  to the other producing regions under consideration. 

The low wood costs  for the British Columbia interior and the northwestern United States 
reflect the exclusive  use of sawmill residual chips at an arbitrarily established price. The 
British Columbia coast mills are also characterized by their use of a high proportion of 
residual chips in the production process. 

grades that bear  a large proportion of the high timber  hervesting costs on the coast, as 
Chip  prices on the coast are kept  relatively low due to the production of premium lumber 

suitable only fa pulpwood.  The availability of this alternative supply of fiber f a  pulping 
well as the logging utilizatim  standards which mure a good supply of low-value lo@ 

contributes to the maintenance of the relatively low chip prices. 

Northern  Ontario pulp mills use approximately equal proportions of roundwood and 
residual chips, but the latter are high-iced due to high transport costs and a lack of 
ample  sawmill capacity to  meet the demand for chips. The Scandinavian mills only use 
approximately 25 percent residual chips in the pulping process and the price of chips is not 
significantly lower than that  for romdwood. The low wood costs f a  the southeastern 
United States  reflect the comparatively low stumpage and harvesting costs of the region 
since less than 20 percent of the total wood requirement is met by the use of residual 
chips. 
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The ability of British Columbia producers to compete  successfully with the Scandinavians 

differential has encouraged  two changes in the marketing philosophy  of the Scandinavians. 
in supplying bleached sulphate pulp to the European market despite the  large distance 

The Scandinavian pulp producers are  integrating forward by purchasing paper mills in 
western Europe to assure  a market for  their bleached sulphate pulp.  In addition, the 
Scandinavian producers are increasingly emphasizing the production and export of more 
finished paper products to the countries of western Europe. 

The  advantages of the British Columbia interior mills relative  to the coast mills in terms 
of lower wood costs and higher labour  productivity are more than offset by the higher 
distribution costs faced by the interior mills. Their output must be moved long distances 
by rail to markets in the  north-central and northeastern United States or by rail to ports 
on the coast for ocean shipment to Europe and the Far East. 

TABLE 2/16 
Comparison of Manufacturing and Delivery Costs  for 

Bleached Kraft Pulp Mills in Different Producing Regions 

Location 

(1) Sweden 
(2) Northern Ontaric 
(3) Finland 
(4) B.C. interior 
(5) B.C. coast 
(6) Northwestern US 
(7) Southeastern US, 

Total  Costs 
$/ton 

323 
314 
300 
256 

. 244 
250 

242 

I 

Nood Costs a % of 
wood as 

$/ton  Total  Costs 

I 
175 I 40.8 

54.2 
128 
166 
77 30.1 

55.3 

89  35.6 
69 28.3 
80  33.1 

$/ton 
bution as a % of 

11 
28 

15 
11 

18 
27 
18 

3.4 
8.9 
3.7 
5.8 
7.2 
11.1 
7.4 

36 
26 
35 
45 
33 
31 
31 

11.1 
8.3 
11.7 

13.2 
17.6 

12.7 
12.8 

I I I I 
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Labour 
$/ton 

43 

30 
38 

31 
37 

27 
25 

Labour as 
a % of 

Total  Costs 

13.3 
12.1 

12.1 
10.0 

14.8 
10.2 
11.2 

Other  Costs as a % of 
Other  Costs 

$/ton  Total Costs 

58 18.0 
94 29.9 
58 19.3 
88 34.4 
73 
92 

29.2 
37.7 

86 35.5 
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2.5.2 NEWSPRINT 

The Product 

Newsprint is the principal paper grade in which large volumes are shipped significant 
distances. Even in this case the volume of trade and shipping distances  are less than  for 
those of market pulp, although newsprint is a  relatively  durable, homogeneous commodity. 
Transportation  costs over the  same  distance  are higher for newsprint than for pulp due to  
t h e  lower weight of paper in rolls that can be accommodated in a given cube compared to  
pulp packed in bales. 

British Columbia newsprint is a high-quality product generally  comparable to  that 
produced by manufacturers in other regions. Occasional  complaints  regarding its  
whiteness compared to newsprint produced in eastern Canada or Scandinavia arise due to  

deficiency in brightness, however, is offset by the  better strength  properties of the British 
the different wood species  utilized by newsprint mills on the British Columbia coast. The 

Columbia product which provides for  excellent runnability on printing presses. 

Competitors 

Export sales of British Columbia newsprint are heavily concentrated in the western region 
of the United States where the newsprint mills of the Pacific Northwest provide the major 
competition. British Columbia mills also  compete with these mills in sales to Asia and 
Oceania.  Further  competition in the Far East is provided by mills in Japan, South Korea, 
Australia and New Zealand. 

Sales in Canada face  some  competition from producers in eastern  Canada,  although the 
domestic market is largely  segmented, with the British Columbia mills meeting the 
newsprint requirements of British Columbia and Alberta. 

As British Columbia has historically  exported  very  limited volumes of newsprint to Europe 

Scandinavia, competition with the Scandinaviam has been restricted to miscellaneous 
due to the  transportation cast advantages held by producers in eastern Canada and 

export  markets. 

Costs 

British Columbia newsprint manufacturers are not faced with tariffs on standard 
newsprint in their major export  markets. The few countries where duties  are imposed are 
common to all world exporters of newsprint with the exception of some  shipments within 
South America. Groundwood specialty paper imports  into the United States are subject to  
a tariff of $12.50 per metric tonne, but this has not  prevented the single mill in British 

volume affected by this duty is negligible when compared to the total shipments of the  
Columbia producing this grade f rom competing in the American market. The product 

British Columbia industry. 

The average production and delivery costs for  newsprint mills in British Columbia and five 
other majar producing regions are compared in Table 2/17. 
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Similar to the comparative  cost  situation  for bleached sulphate pulp, the Scandinavian 
producers are  subject  to  substantially higher costs  than  those observed for  their North 
American  counterparts. The higher average  costs of production in  Sweden  and Finland are 
generally  attributable  to  the  price of roundwood and purchased electric power. The 
Scandinavian mills generate  very  little of their own electric power  and the  rates  for 
purchased electricity closely  approximate  those  faced by mills in the southeastern United 
States where high energy costs are more than  offset by low wood costs. 

British Columbia are due to the use of low-cost residual chips to make newsprint using 
The low  wood costs of the northwestern United States relative to newsprint mills in 

therm-mechanical and refiner-mechanical pulping processes. The stone groundwood 
process which requires roundwood as an input is still the predominant method used to 
produce  mechanical pulp for newsprint in British Columbia. The lower labour cost of the 
northwestern United States is also partially  attributable  to  the use of the refiner pulp 
process as the  labour  requirements for roundwood handling and preparation  are  eliminated. 

TABLE 2/17 
Comparison of  Manufacturing and Deliverv Costs  for Newsprint Mills 

in Different  Producingkegions 

Location 
Total  Costs 

$/ton 

(1) Sweden 
(2) Finland 
(3) Eastern Canada 243 
(4) B.C. coast 
(5) Northwestern USA 222 
(6) Southeastern USA' 210 

~ 

wood costs 
$/ton 

78 
a5 
71  
61 
45 
44 

Wood as 
a % of 

rota1 C a t s  

28.8 
24.2 

29.2 
25.6 
20.3 
21.0 I Labour 

$/ton 

21 
20 

49 

43 
51 

38 

Energy as Distri- Distribution 
Energy bution as a % of Other  Costs 

52 

26 
54 

39 
24 

50 

16.1  43 13.4 
45 15.3 

129 

10.7 37 
90 

10.1 34 
15.2  60 

17.6 
14.3 

27 
68 

12.1 
11 

68 
5.2  67 

18.3 

23.8 
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Labour as 

Total  Costs 
a % of 

6.2 
7.1 

21.4 
20.2 

19.4 
18.1 

! Ither Costs 
a s a % o f  
rot& costs 

40.1 
30.5 
24.6 

30.6 
31.9 

28.4 
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2.5.3 LUMBER 

The Product 

In contrast  to  the  relatively uniform commodities of bleached softwood sulphate pulp and 
newsprint, the product group under the heading of Lumber consists of a  heterogeneous 
mixture of sawn wood products. Lumber is generally distinguished by  wood species,  size, 
and grade or quality. For any sawn wood product, i t  is the combination of these  three 
characteristics  that  determine its suitability for  a  particular end  use and the price a t  
which i t  can be sold. 

Lumber usage can conveniently be separated  into three broad classifications:  appearance, 
structural and expendable end uses. As the  term implies, lumber utilized for appearance 
purposes must  be  of the highest quality as the wood is exposed to  view in such uses as 
interior woodwork  and cabinetry. The structural end use refers  to lumber used  in 
residential and nonresidential  construction where strength and durability are of prime 

exclusive. The expendable category  typically involves the use of the  lowest  quality  lumber 
importance.  Clearly, the  appearance and structural end uses are not always mutually 

in activities such as crating,  materials handling and concrete forms. 

British Columbia sawmills not only face  competition from lumber producers in other 

significant inroads into uses once dominated by lumber. In the appearance  category, 
regions of Canada and the world but also  from  alternative  materials which have made 

products such as window frames, siding  and  furniture. 
non-wood materials such as  plastics and  aluminum have been substituted f o r  lumber in 

In structural  applications, lumber faces competition  from  both wood-based panels such as 
plywood  and  non-wood products such as steel and concrete.  Pre-stressed concrete  sleepers 

plywood  in wall and  roof sheathing in home building has become common because the 
are gradually  replacing wooden railway ties due to their  greater durability. The use of 

panels require  a much lower labour  input than lumber on the construction  site. Until 
recently, lumber substitution in the expendable-use category has been largely by other 

in concrete forms. Plastics are now being used for  returnable boxes and bins formerlv 
wood-based products such as cardboard containers for wood boxes  and  plywood for lumber 

built with lumber. 

Competitors 

The dominant market  for British Columhia lumber is the United States which has absorbed 
between 55 and 65 percent of provincial production in recent years. The United States 

relies heavily upon sales in the north-central states. M o s t  of the lumber is used for  
market  is particularly  important to  the British Columbia interior  sawmill industry which 

structural purposes in the construction of single-family dwellings.  The cyclical nature of 
residential  construction in the United States has been reflected in the  volatility of British 
Columbia lumber production. 

British Columbia product  quality and specifications are second only to the Douglas fir 
region of the United States in this market,  but the product suffem from the  stress ratings 
assigned to  the British Columbia wood species relative to those of Douglas fir and 
southern pine. 

. 
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Tariffs are not imposed on lumber  imports  into  the United States.  Competition for British 
Columbia lumber sales in the American  market  comes  not only from domestic sawmills 
but also from  exporters in eastern Canada who compete for  sales principally in the 
northeast and north-central states. 

The second largest market for British Columbia lumber is Canada which generally 
consumes 20 to 30 percent  of  total provincial production. In the domestic market, British 
Columbia's competition  comes mainly from the sawmills of eastern  Canada which benefit 
from  a  closer  proximity  to the large urban areas of Ontario and Quebec. Shipments to 
eastern  Canada tend  toward larger  sizes, longer length and appearance-grade wood not 
available  from the regional producers. 

In overseas markets, British Columbia lumber exports  face cornpetition  from lumber 
manufacturers in various countries depending upon the area  served and the type of lumber 
exported. Exports to the European Economic Community are oriented  towards  the 
high-quality end of the appearance  market and for  structural sizes and lengths which are 

lumber sales face  competition  from lumber  exports by the northwestern  United  States, 
Scandinavia and the USSR. In the Japanese and Australian markets, British Columbia 
lumber exports  compete mainly with suppliers in the northwestern United States. 

~~ 

L .~ 'i .i not readily  available in  Europe. In the European Economic Community, British Columbia 

~ ~~~ 

costs 
Table 2/18 contains  comparative cost data for dimension lumber manufacturers in 
different regions of North America. Dimension lumber embodies a wide variety of species, 
grades and sizes which may substantially  affect  the  price  realized by an individual lumber 
producer in a  particular region. As a result, the cost data shown in Table 2/18 should only 
be used to  ascertain a broad overview of relative costs and not be equated  too closely 
with profitability in the various regions. 

An examination of the table  reveals that wood represents  the major cost incurred in the 

regions, from approximately 28 percent of the delivered cost of lumber produced in the 
milling  of lumber in all regions but that  its importance  varies  substantially among the 

British Columbia interior  to almost 50 percent in the northwestern  United  States. Wood 
costs in this table  represent the net cost after the price of chips recovered has been 
deducted. The wood cost component  for the British Columbia coast is. not strictly 
comparable with the  figures for  mills in other regions because it represents logs which can 
be used to produce a much broader  range of lumber products. 

In terms of the total cost of producing dimension lumber, the British Columbia coast is 
the  least  competitive region as the  higher wood costs of the northwestern United States 
are more than offset by the lower labour  costs  associated with the newer, highly 
automated dimension-lumber sawmills of the Pacific Northwest. The price  realization for 
the northwestern United States is also apt  to be better  than the British Columbia coast 
due to  the preferable  species mix. 

The lower wood costs and comparatively low labour costs of the British Columbia interior 

southeastern United States  can deliver dimension lumber to market a t  costs substantially 
are offset by its distance from the major consuming markets of North America as the 

below those of the British Columbia interior. 

- 
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TABLE 2/18 
Comparison of Manufacturing and Delivery Costs f o r  Dimension Lumber 

in Different Producing Regions of North  America 
~ 

Location 
Total Costs 

$/ton 

(I) B.C. caast I 220 
(2) Nmthwestern USA 210 
(3) Southern Ontario 198 
(4) B.C. interior I 177 
(5) Northeastern Quebec 157 
(6) Southeastern USA' 143 

I 
Transportation 

$/ton 

41 

28 
51 

51 
17 
18 

I I &xxl Costs a % of 
W o o d  as 

$/ton Total  Costs 

103 
90 

49.1 
40.9 

84 
49 

42.4 
27.7 

53 
60 

33.8 
41.9 

L 

c I 
m a % o f  

Tot& Costs 

18.6 

14.2 
24.3 

28.8 
10.8 
12.6 

Labour as 

Total  Costs 

20.2 
20.9 
23.6 

27 18.9 

Other  Costs 
Other  Costs 

a s a % o f  
$/ton of Total Costs 

34 
.?a 
46 
40 
50 
38 

15.5 
13.3 
23.2 
22.6 
31.8 
26.6 

. 
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2.5.4 SOFTWOOD  PLYWOOD 

The Product 

The use of plywood is heavily concentrated in Canada  and the United States which 
together  account f o r  approximately 90 percent of  world  plywood consumption. Residential 
construction  represents  the  largest end use of plywood in these countries,  but significant 
volumes are also consumed in non-residential construction and industrial uses, including 
manufacturing. 

The use of  plywood is meeting  increased  competition  from less expensive wood-based 

to plywood in the wall and  roof sheathing  market, while particle board has  ousted plywood 
panels. Exterior waferboard  is  achieving  increased acceptance in Canada as an alternative 

from m o s t  of the furniture and kitchen  cabinet market. 

A particularly  important grade of sheathing plywood prduced in both the Douglas fir and 
southern  pine  regions is known as CDX which has no equivalent in the Canadian industry. 
This type of  plywood is made with  low-quality  interior-grade  veneers and waterproof glue. 
The wood cmt and labour  input  associated with the production of CDX are lower t h a n  
those required for  the  manufacture of Canadian sheathing grades. 

The British Columbia interior  industry  produces  exclusively  a  sheathing  grade plywood of 
which approximately 35 percent is Douglas fir. The remainder  is  Canadian softwood 
plywood made  primarily from  spruce. 

Competitors 

The plywood manufactured in the British Columbia interior  competes in Canada with the 
sheathing production of the coast, eastern Canada and imports  from  the  United  States 

encountered by British Columbia  producers in the relatively small overseas  market. 
when the latter occur. The Douglas fir region represents  the major competition 

Historically,  trade  between  Canada and the United States in  plywood has been  severely 
curtailed by the  existence of 15 and 20 percent  tariffs  respectively on plywood entering 

Table 2/19 for the year 1976 reflects the protection  afforded  the Canadian  industry by the 
the  two countries.  The  higher mill realization  for  the British Columbia product  evident in 

tariff  levied on imported plywood. 

A t  the  recently  completed  multilateral  tariff  negotiations in Geneva,  however, Canada 

plywood.  The present  tariffs  are  to be reduced after common standards are established for 
end the United States have  agreed in principle  to move toward tariff  parity on softwood 

softwood plywood  in both  countries.  The latter process is apt  to involve a  lengthy period 
of industry  negotiations. When tariff  parity is  achieved at  a lower rate, the continued 
domination of the  domestic plywood market by the British Columbia industry will depend 
even more crucially upon i t s  ability  to match the costs achieved by the United States 
industry. 
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The advantages  in  overseas  markets  traditionally held by British Columbia coast pl!,'Wood 
manufacturers  relative to supplies in the Douglas fir region have been partially eroded in Comparison of Softwood Plywood Production  Costs and profits 
recent years. Since the  entry of the United Kingdom into the European Economic ~ ~= in Different Producing Regions  of North America, 1976 
Community, British Columbia plywocd e a o r t s  no longer enjoy a  preferential  tariff 6 per '000 sq. ft., 3/8" basis) 
treatment. Moreover, the transportation cost advantage to European markets has been 
eroded as  the American producers have been able  to  obtain surplus space at reduced rates 
on time-charter  vessels booked chiefly for the export of pulp to Europe. One United 
States producer has followed the  example of British Columbia shippers and has contracted 
f o r  several long-term charter vessels on regular  service to  Europe. 

* -  TABLE 2/19 

Casts and Profits 

C* 

The cast comparison f o r  softwood plywood manufacturers contained  in  Table 2/19 is taken 
from+a study completed  for  the Britkh Columbia Ministry of Economic Development in 
1977 . The information  for the two  British Columbia regions is based upon actual Cost . - 
data  for 1976 collected by the  consultant. The American data  are  from  the American ' 
Plywood Association. 

The Douglas fir region comprises  the  coastal regions of Washington,  Oregon  and northern 
California, while the  southern pine region refers  to  the  southeastern United States. The 
cost comparison shown in Table 2/19 again wumes  parity  between the Canadian and i 
United States dollars. 

Due to  the  differences in the  products  manufactured in the  four  regions, costs  are not 
completely  comparable.  The  British Columbia coast  industry  manufactures  a  mixture Of i 
sanded and sheathing  grades of plywood faced with  Douglas fir veneer. These products are I 

similar  to those of the Douglas fir region of the United States but the average  quality Of ! 
the  British Columbia coast product  is higher  due to  the production of some interim-type i 
plywocd by the mills in  the Douglas fir region. 
The overall met disadvantage of the British Columbia coast mills relative  to the Douglas : 

fir region shown in Table 2/19 is believed to have narrowed substantially since 1976 due to 
the mme rapid escalation of Douglas fir  prices in the United States. The differential in 
labour  costs should also cldse as the plywood mills on the British Columbia coast  are i 
modernized and production  is rationalized. 

The plywood industry of the  British Columbia interior is highly efficient and is able  to 
compete on a cast-of-production basis with the southern pine region. MmWvW, the 
quality of the plywood produced in the British Columbia interior is generally superior to 
that manufactured in the southern pine regton. Manufacturing casts in the two areas have 
behaved similarly f a  several years. Naturally,  the decline in the value of the Canadian 
doller dnce 1976 has given the British Columbia ifIdUStry a further edge in the 
comparative cost structure but this exchange-rate advatage cannot be relied upon to  
persist in the longer term. 

Wood (at  transfer 

centage of total 

Price Waterhouse Associates, Ministry of Economic Develwment PlYWOOd St- 
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