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Abstract 

This paper has three objectives. First, we describe the current patterns and characteristics 

of forest products trade in the Pacific Rim, and highlight recent trends in the directions of 

trade in the region. Second, focusing on Canada and the United States, we outline an 

interdependency relationship between the two countries in the context of forest products 

trade flows in the Pacific Rim. Third, we analyze several major factors that influence the 

relative positions of Canada and the US in the dynamics of Pacific Rim forest products 

trade. The paper ends with a discussion on the prospects for forest products trade in the 

Pacific Rim, with a particular reference to the opportunities and challenges facing Canada 

and the US. 

Keywords: forest products, Pacific Rim, policy, trade 

                                                           
1 Pacific Forestry Centre, Canadian Forest Service, Natural Resources Canada. * Corresponding author; 
mailing address: 506 West Burnside Road, Victoria, B.C., Canada V8Z 1M5; phone: 1-250-3630726; 
email: senwang@pfc.cfs.nrcan.gc.ca  
2 Northern Forestry Centre, Canadian Forest Service, Natural Resources Canada. 



 2

1. Introduction 

 

The Asia-Pacific Rim is one of the most important and dynamic regions in the world. 

Collectively covering 47% of the Earth’s land surface and accounting for 42% of the 

world’s population, the 21 members of the Asia-Pacific Economic Cooperation (APEC) 

group constitute a powerhouse of the global economy, accounting for 61% of the world’s 

economy.  

 

With three objectives, we begin with a profile of forest products production and trade in 

the Pacific Rim. Next, we focus on trade flows in Pacific Rim’s two major markets, i.e., 

Canada and the United States that comprise the North America market and East Asian 

market represented mainly by Japan and China. Then, we analyze the major economic 

and policy factors that have led to the patterns of trade in forest products in the Pacific 

Rim, followed by a discussion of the opportunities and challenges facing Canada and the 

US. The paper ends with our views on the prospects of forest products trade in the Pacific 

Rim.  

 

2. Forest products production and trade in the Pacific Rim 

 

It is commonly understood that the Pacific Rim comprises all the economies in the 

eastern and southeastern parts of Asia, Oceania and the South Pacific, and countries in 

Americas on the side of the Pacific Ocean. Russia is also included in the region. Since its 

inception in 1989, the APEC group has grown to become the most important entity in the 



 3

region. Measured in terms of gross domestic product (GDP), the present 21 APEC 

members constitute a powerhouse of the global economy (see Table 1). 

 

Forest products are actively traded across the region. The major exporting countries 

include Canada and Russia in the northern latitudes, New Zealand and Chile in the 

Southern Hemisphere, and Indonesia and Malaysia in the tropics. Japan and China are 

two of the major importing countries; the Unites States is a large net importer of forest 

products, but it exports a sizeable amount as well. 

 
Table 1: Some Key Indicators of APEC Members 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: APEC Secretariat (2000). Data on GDP per capita (PPP US$) are from UN Human Development 
Report 2004; data for Chinese Taipei were derived from 
www.worldfactsandfitures.com/gdp_country_desc.php, visited Aug. 19, 2004. 

APEC Member  Area (103 
km2) 

Population 
(106) 

Population 
density 

(person/km2) 

GDP (109 
US$) 

GDP per 
capita (PPP 

US$) 
Australia  
Brunei Darussalam 
Canada  
Chile  
China, P.R. 
Hong Kong, China 
Indonesia 
Japan 
Korea, Republic of 
Malaysia  
Mexico  
New Zealand 
Papua New Guinea 
Peru 
Philippines 
Russia  
Singapore  
Taipei, Chinese 
Thailand 
United States 
Viet Nam 

7,682 
6 

9,971 
757 

9,561 
1 

1,919 
378 
99 

333 
1,973 

271 
453 

1,285 
300 

17,075 
1 

36 
513 

9,373 
325 

19.5 
0.3 

31.3 
15.6 

1,294.9 
7.0 

217.1 
127.5 
47.4 
24.0 

102.0 
3.8 
5.6 

26.8 
78.6 

144.1 
4.2 

22.6 
62.2 

291.0 
80.3 

2.5 
56.9 

3.4 
20.8 

138.8 
7,070.7 

119.8 
338.6 
480.1 

73 
53.4 
14.2 
12.4 
20.9 

263.6 
8.5 

6,885.2 
629.3 
121.7 
31.8 

246.7 

409.4 
5.0 

714.3 
64.2 

1,266.1 
161.5 
172.9 

3,993.4 
476.7 
94.9 

637.2 
58.6 

2.8 
56.5 
78.0 

346.5 
87.0 

286.2 
126.9 

10,383.1 
35.1 

28,260 
19,210 
29,480 
9,820 
4,580 

26,910 
3,230 

26,940 
16,950 
9,120 
8,970 

21,740 
2,270 
5,010 
4,170 
8,230 

24,040 
23,400 
7,010 

35,750 
2,300 

APEC overall 62,312 2,605.8 42.9 19,456.3 10,431 
Ratio of APEC 
against World (%) 

46.5 41.9 89.9 60.9 133.7 

World 130,483 6,225.0 47.7 31,927.2 7,804 
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The Pacific Rim is also an important region as far as forest products production and trade 

are concerned. According to the Food and Agriculture Organization of the United 

Nations (FAO), closed forests cover 3.45 billion ha, or 26.5% of the Earth’s land surface. 

This translates to 0.6 ha per capita. The Pacific Rim accounts for more than half of the 

world’s forested area. Measured in absolute acreage, Russia occupies the first place in the 

top five, followed by Canada, the US, China and Indonesia. In terms of forest cover, the 

top five countries that exceed the world’s average are, in descending order, Brunei 

Darussalam, Papua New Guinea, the Republic of Korea, Japan and Indonesia. However, 

when measured by the availability of forests on a per capita basis, countries such as 

Australia, New Zealand and Malaysia also find their way into the list (see Table 2). 

Table 2: Forest Resources of APEC Members 
APEC member Forest area 

(103 ha)
Forest cover 

(% of land area)
Forest per capita 

(ha/person) 
Australia  
Brunei Darussalam 
Canada  
Chile  
China, P.R. 
Hong Kong, China 
Indonesia 
Japan 
Korea, Republic of 
Malaysia  
Mexico  
New Zealand 
Papua New Guinea 
Peru 
Philippines 
Russia  
Singapore  
Taipei, Chinese 
Thailand 
United States 
Viet Nam 

40,908 
434 

244,571 
7,892 

158,900 
n.a. 

109,791 
25,146 
7,626 

15,471 
55,387 
7,884 

36,939 
67,592 
6,766 

763,500 
4 

2,102 
11,630 

212,515 
9,117 

5.3 
82.4 
26.5 
10.5 
16.6 
n.a. 

60.6 
66.8 
77.2 
47.1 
29.0 
29.4 
81.6 
52.8 
22.7 
45.2 

6.6 
58.5 
22.8 
23.2 
28.0 

2.2 
1.4 
8.1 
0.5 
0.1 
n.a. 
0.5 
0.2 
0.2 
0.7 
0.6 
2.1 
8.2 
2.8 
0.1 
5.2 
0.0 
0.1 
0.2 
0.8 
0.1 

APEC overall 1,758,568 29.0 0.7 
World 3,454,382 26.5 0.6 

Source: FAO (1999); World Resources Institute (1999); Chinese State Forestry Administration (2000); 
Taiwan Forestry Bureau (1998). 
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Table 3 indicates the directions of trade in coniferous industrial roundwood in 2002. The 

Pacific Rim countries trade in coniferous roundwood mainly within the region, except 

that Russia sends approximately one third of its exports to Europe, and the US imports 

about one third from other sources. For non-coniferous industrial roundwood, Malaysia is 

the only significant exporter among the APEC members, and China and Japan 

respectively account for 49% and 30% of Malaysia’s industrial roundwood exports. 

 

Table 3: Industrial Roundwood, Coniferous, 2002 (103 m3) 
Major exporters Russia USA N.Z. Canada Australia Sub-total  World 

total 
Major importers        
China 12,249 112 1,764 . 53 14,178 15,226 
Japan 4,525 2,744 1,516 1,117 134 10,036 10,256 
Korea, South 1,510 600 3,934 . 694 6,738 6,951 
Canada . 4,196 . . . 4,196 4,196 
USA . . 23 3,419 . 3,442 5,364 
Sub-total 18,284 7,652 7,237 4,536 881 38,590  
World total 27,600 7,904 7,854 4,542 1,014  75,495 

 

Table 4 shows that 41% of the world’s softwood lumber trade takes place between the 

Pacific Rim members. Japan imports a significant amount from non-Pacific Rim 

countries, and Russia exports most of its softwood lumber to Europe.  

 

Table 4: Sawnwood, Coniferous, 2002 (103 m3) 
Major exporters Canada Russia USA N.Z. Chile Sub-total World total 

Major importers        
US 30,299 102 . 597 673 31,671 34,886 
Japan 4,129 749 302 248 349 5,777 8,259 
China 337 499 82 205 152 1,275 1,643 
Mexico 13 . 416 0 399 828 844 
Sub-total 34,778 1,350 800 1,050 1,573 39,551  
Total 35,695 8,580 1,643 1,833 2,291  95,982 

 
In terms of plywood, Indonesia and Malaysia are dominant exporters while Japan, China, 

South Korea and the US are major importers (Table 5). 
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Table 5: Plywood (103 m3), 2002 
Major exporters Indonesia Malaysia China Russia Canada US Sub-

total 
World 

total 
Major importers         
Japan 2,637 1,787 271 10 103 4 4,812 4,840 
US 427 299 251 374 767 . 2,118 3,403 
Korea 488 515 324 1 0 0 1,328 1,423 
China 550 360 . 0 4 7 921 963 
Sub-total 4,102 2,961 846 385 874 11 9,179  
Total 5,520 3,614 2,105 1,157 1,056 523  19,838 

 

As shown in Table 6, trade in wood pulp is highly globalized. For instance, Canada has 

adequate capacity to satisfy the demands of the countries in the Pacific Rim region while 

also being able to export a significant quantity to Europe. The US is exporting almost as 

much as it is importing.  

 

Table 6: Wood pulp (103 metric tonnes), 2002 
Major exporters Canada USA Chile Russia Indones

ia 
N.Z. Sub-

total 
Total 

Major importers         
China  1,172 441 693 885 1,131 178 4,500 5,559 
US 5,311 . 14 11 . 24 5,360 6,517 
Japan 977 618 83 14 142 265 2,099 2,470 
Korea 837 494 172 29 546 84 2,162 2,402 
Sub-total 8,297 1,553 962 939 1,819 551 14,121  
Total 11,805 5,673 2,152 1,870 2,244 761  39,900 

 

Newsprint is highly concentrated, with Canada exporting huge quantities to the US. 

Interestingly, relative to its role in other categories of products, the Republic of Korea is 

also a significant exporter in newsprint (Table 7). 
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Table 7: Newsprint (103 metric tonnes), 2002 
Major 

exporters 
Canada Russia US Korea 

Rep 
Indonesia Japan Sub-total World 

total 
Major 
importers 

        

US 6,059 19 . 76 8 . 6,162 6,235 
China 66 44 15 32 91 83 331 887 
Japan 209 . 295 20 . . 524 565 
Sub-total 6,334 63 310 128 99 83 7,017  
Total 8,130 1,144 662 274 317 287  18,060 

 

When it comes to paper and paperboard other than newsprint, the US is a top exporter 

followed by Canada. Interestingly enough, both the Republic of Korea and Japan export a 

fair amount (Table 8). This indicates that economically advanced countries are involved 

to a greater extent in paper products due to their high values. 

 

Table 8: Paper Products other than Newsprint (103 metric tonnes), 2002 
Major exporters USA Canada Korea 

Rep 
Indonesia Japan Sub-total World 

total 
Major importers        
US . 5,508 401 50 22 5,981 9,580 
China 655 68 1,180 738 200 2,841 9,041 
Canada 2,109 . 1 15 4 2,129 2,392 
Mexico 1,246 49 0 0 1 1,296 1,425 
Sub-total 4,010 5,625 1,582 803 227 12,247  
Total 7,564 6,146 2,156 2,031 378  74,181 

 

Overall, in terms of forest products trade as shown in Table 9, Canada is by far the largest 

exporter whereas Japan and China to a lesser extent are major importers. Being a net 

importing country, the US exports heavily in the kinds of products that it enjoys a 

comparative advantage. 
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Table 9: All Forest Products (106 US $), 2002 
Major exporters Canada USA Indonesia Russia Malaysi

a 
Sub-total World 

total 
Major importers        
US 16,885 . 36 125 17 17,063 23,355 
China 319 1,148 1,852 1,396 925 5,640 12,582 
Japan 1,757 1,538 448 515 409 4,667 10,500 
Canada . 3,157 12 6 1 3,176 4,057 
Korea Rep 47 547 527 117 231 1,469 3,037 
Mexico 61 1,560 36 . 39 1,696 2,118 
Sub-total 19,069 7,950 2,911 2,159 1,622 33,711  
Total 22,506 13,828 4,815 4,298 3,018  136,337 

 

To put forest products trade in the context of world trade, global merchandise exports 

amounted to US$6.5 trillion (i.e., 6.46 × 1012) in 2002 and global exports of commercial 

services reached US$1.6 trillion (i.e., 1.57 × 1012).3 In comparison, global forest products 

exports in 2002 were US$136.3 billion (i.e., 1.36 × 1011), which was 2.1% of the world 

merchandise exports. This means that the role played by forest products trade in global 

merchandise trade should not be neglected. 

 

3. Canada and the United States 

 

Both Canada and the US are important countries as far as forestry is concerned. 

Combined they account for 12.2% of the world’s forest area and 18.3% of the growing 

timber stock. Table 10 provides a summary of Canada’s and the US position relative to 

several other major forest nations.  

 

                                                           
3 World Trade Organization, www.wto.org/english/res_e/statis_e/its2003_e/its03_overview.e.pdf, visited 
Aug. 20, 2004. 



 9

Table 10: Comparison of Principal Parameters for Major Forest Nations 
Growing stock Annual increment Country  

Standing 
volume 

(106 m3) 

% available 
for wood 
supply 

Unit area 
stock level 

(m3/ha) 
Net (103 

m3) 
Mean annual 

increment 
(m3/ha) 

Annual harvest 
(103 m3) 

Canada  
Finland 
Russia  
Sweden 
USA 

29,364.1 
1,940.0 

85,486.8 
2,928.1 

29,656.0 

59.1 
96.2 

71.3 
87.7 
91.2 

120.1 
88.7 

104.7 
107.4 
136.5 

442,030 
73,666 

969,000 
94,122 

761,000 

1.8 
3.4 

1.2 
3.5 
3.5 

179,900 
49,500 

116,200 
61,593 

452,000 
World  321,800.0 n.a. 93.2 n.a. 3,374,100 

Source: United Nations (2000). 
 

Using 2002 as a reference year, Canada is the world’s second largest industrial 

roundwood producer, only next to the US. In the meantime, it is the world’s second 

largest softwood lumber producer, again, behind the US; however, it exports more than 

any other country in the world. The same story applies to wood pulp in that Canada’s 

production is second only to the US and it tops the list of exporters. When it comes to 

paper and paperboard, Canada is behind the US, China and Japan in terms of output, but 

still is the largest exporter. However, Canada’s dominance in paper and paperboard 

products is more in newsprint than in printing and writing paper. Specifically, while 

Canada’s position as the world’s top newsprint producer remains unchallenged, in the 

production of printing and writing paper Canada is not only far behind the US but is also 

overtaken by Japan, China, Finland, and Germany; and in terms of exports Canada is 

behind Finland and is followed by Sweden. Nevertheless, in value terms, Canada is the 

world’s largest net exporter of forest products. In 2002, Canada’s exports of all forest 

products accounted for 17% of the world’s total, and Canada’s net forest products exports 

of US$18.5 billion were higher than the combined net exports of the runner-up countries, 

namely, Finland and Sweden (FAO 2004). 
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Canada concentrates on three markets, namely, the US, Japan and European Union (EU). 

The US absorbs 75% of Canada’s forest products exports, and Japan and China+South 

Korea account for 8% and 2%, respectively. Given Canada’s geographic location and the 

species mix that its forests fall under, Canada competes with traditional rivals such as 

Sweden, Finland and Austria in Europe and new ones like New Zealand and Chile in the 

Southern Hemisphere. Russia is a potentially strong competitor, but due to its economic 

under-performance in recent years, it does not pose significant challenge to the Canadian 

position, except in the East Asian market. In the Pacific Rim, Canada is a predominant 

player in forest products trade. However, competition from Sweden, Finland and Austria 

is getting stronger and the growth rates of new competitors such as New Zealand and 

Chile in the region are impressive. A particular pattern is that Canada’s ranking goes 

down the higher up is the value chain. For instance, while Canada maintains dominant 

shares in softwood lumber and wood pulp, it is less competitive in paper and paperboard 

products, especially in the case of printing and writing paper. 

 

The interdependency between Canada and the US is strong. For instance, in 2002 while 

exports to the US accounted for 75% of Canada’s total forest products exports, imports 

from Canada represented 72% of the US total imports. The interdependencies are 

strongest in softwood lumber, wood pulp and newsprint. The US is also exporting a large 

quantity of forest products and, in terms of trade flows in the Pacific Rim region, 23% of 

the US exports go to Canada, 11% to Japan, 8% to China, and 4% to South Korea. The 

US has a tendency of exporting higher priced and higher value-added structural lumber to 
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offshore markets while importing from Canada the relatively lower-priced, framing 

lumber grades. 

 

 

4. The East Asian forest products markets 

 

Along with North America and Western Europe, East Asia is one of the three most 

important forest products markets in the world. The East Asian market is primarily 

comprised of the Japanese, Chinese and Korean sub-markets. 

 

The Japanese market 

 

The Japanese forest products market is of great importance to both the US and Canada. 

From Canada’s perspective, the importance lies in Japan’s capacity to import a 

significant amount of softwood lumber. However, Canada’s position in the Japanese 

market has been eroded in recent years for three main reasons. First, the Japanese 

economy was in difficulty in the late 1990s and early 2000s. As a result of sluggish 

economy, housing starts were in decline, which impacted softwood lumber imports. 

Secondly, several European countries have made strong inroads into the Japanese market. 

Sweden, Finland and Austria accounted for 24% of the Japanese softwood lumber 

imports in 2002, while Canada’s market share went down to 50% from 54% in 1992. 

Third, the environmental movement in the early 1990s surrounding the spotted owl in the 
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US Pacific Northwest had a negative impact on the perception of forest products coming 

from the western parts of North America, including British Columbia (BC). 

 

Further, there have been some other developments. Kiln dried products are now in 

demand in Japan. In 2000, the Japanese government introduced new building standards 

requiring new houses to have a 10-year warranty. Under the new standards, green 

hemlock structural lumber is rated lower than laminated beams from BC’s competitors 

such as Sweden. The new code resulted in a “marketplace meltdown” for BC’s coastal 

forest industry (Hamilton 2000). Although the attributes of timber from the BC Coast 

make it costly and difficult to dry, coastal BC mills have been compelled to increase their 

drying capacities in response to market changes. In the meantime, mills in the BC Interior 

and Alberta are increasing their exports of kiln-dried lumber to Japan (Lee 1999). 

 

Japan has been a significant player worldwide in paper products. The Japanese pulp and 

paper industry has been promoting mergers and acquisitions such as those in North 

America and Europe. Mitsubishi Paper and Hokuetsu Paper merged in December 2000 

and others, such as Nippon Paper, announced plans to join forces with other Japanese 

paper companies. 

 

The Chinese market 

 

In value terms, China’s top forest products trading partners are, in descending order, 

Indonesia, Russia, the US, Malaysia, Canada and, to a lesser extent, Brazil, Finland, 
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Sweden, New Zealand and Chile. As indicated in the previous tables, China turns to 

various sources for different products. Specifically, it relies heavily on Russia for the 

imports of industrial roundwood, Canada for wood pulp, and Indonesia and Malaysia for 

plywood and hardwood lumber. China also imports a considerable amount of newsprint 

from South Korea and Canada. As for paper products other than newsprint, the US is the 

principal supplier, with Canada and South Korea being in the second and third place. 

 

Table 11: Canada’s Forest Products Exports to China and Share of Total Exports 
Softwood lumber Wood pulp Newsprint All forest products Year 
103 m3 % 103 tonnes % 103 tonnes % 106 US $ % 

1993 534 1.2 471 5.0 135 1.5 320 1.7 
1994 394 0.9 570 5.4 131 1.4 414 1.9 
1995 372 0.8 362 3.4 130 1.4 596 2.1 
1996 301 0.6 657 6.4 270 3.1 575 2.3 
1997 296 0.6 723 6.6 376 4.3 633 2.5 
1998 244 0.5 801 7.4 158 2.1 527 2.2 
1999 132 0.3 831 7.1 73 0.9 567 2.0 
2000 159 0.3 730 6.1 98 1.2 533 1.8 
2001 214 0.6 849 7.5 58 0.7 290 1.2 
2002 337 0.9 1,172 9.9 66 0.8 319 1.4 

Source: FAO Forest Products Yearbook, various editions. 
 

From Canada’s perspective, the level of forest products exports has been rather limited 

and this is clearly seen from Table 11. With some variations in the newsprint exports, 

wood pulp has been the largest commodity product that China imports from Canada. 

There are at least two reasons explaining the relatively low volume of trade in forest 

products between the two countries. First, Canada has been fortunate enough to be able to 

rely on the huge US market and, to a lesser degree, the Japanese and European markets. 

Second, given the development stage, China could not afford the high prices for the 

generally high quality products from Canada, for example, the softwood lumber products.  
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With the overall annual apparent consumption of paper and paperboard mounting to 44.3 

million metric tons in 2002, China is the world’s second largest paper and paperboard 

market after the US (i.e., 89.5 million tonnes), and is 40% higher than Japan. Despite 

rapid output growth over the past two decades, China still needs to import a large amount 

of paper and paperboard. Local production is mainly low to medium quality; higher 

quality products have to be imported.  

 

Finally, South Korea is a relatively important player in the East Asian region. Paper and 

paperboard products are the areas in which Korea has its most strength. In 2002, South 

Korea’s exports in paper products other than newsprint mounted to US$21.6 million, or 

3% of the world’s total. More than half of Korea’s paper products exports go to China, 

and another 20% or so are exported to the US. Meanwhile, South Korea imports a 

significant amount of coniferous industrial roundwood, accounting for 9.2% of the 

world’s total, mainly from New Zealand, Russia, Australia and the US. Wood pulp is also 

a product category that Korea imports quite heavily, about 6% of the world’s total, 

mainly from Canada and the US. 

 

5. Opportunities and challenges 
 

The Pacific Rim is characterized by two major markets, namely the North American 

market and the East Asian market. The North American market is defined by the Canada-

US bilateral trading in forest products, which has been a subject of analysis for many 

years (see Uhler 1991; Zhang 2001; van Kooten 2002). Trade disputes involving 

Canadian exports of softwood lumber to the US have been ongoing for decades. A 
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variety of measures and mechanisms have been used at all levels to deal with the disputes 

(Stennes and Wilson 2004; Peter et al. 2004). Canada depends on the US market and the 

dependency has intensified in recent years. In spite of a growing share of non-Canadian 

forest products in the US market, Canada still is the largest supplier of forest products to 

the US. The East Asian market is dominated by Japan and China. In 2002, they accounted 

for 7.7% and 9.2% of the world’s overall forest products exports. Japan and China differ 

from one another in terms of market segments. At present, except for softwood lumber, 

China imports a larger quantity of all major forest products. In 2002, China has surpassed 

Japan in the imports of industrial roundwood.  

 

The current patterns of forest products trade flows in the Pacific Rim are the outcomes of 

interactions among many processes. Forest industry analysts have recognized two 

important drivers, i.e., globalization and regional concentration of distinct market 

segments, which are visible in the composition of commodities or market segments. 

While the pulp and paper market displays the greatest number of characteristics of 

globalized market, the softwood lumber market is regionally concentrated, with 

considerable product differentiation (Natural Resources Canada 1996). 

 

Endowed with abundant supply of timber, Canada has been highly competitive in 

producing commodity products such as softwood lumber, pulp and newsprint, all of 

which are wood-intensive products. However, over the 10-year period from 1993-2002, 

Canada’s share of global softwood lumber exports dropped from 50.3% to 37.5%, and 

53.6% to 45% for newsprint. Canada’s share of the world wood pulp market has 
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remained relatively constant, at around 30%. Although the majority of Canadian exports 

continue to be softwood lumber, wood pulp and newsprint, the product mix of Canadian 

exports is becoming more diversified. For example, Canada has made moderate gains in 

exporting higher value-added products, such as paper and paperboard. During the 1990s, 

Canada’s share of the world’s exports in paper and paperboard products increased from 

8% to approximately 9%. 

 

Other important determinants of forest products trade include national policies and 

jurisdiction-specific regulations. One case in point is BC’s regulation discouraging log 

exports. Logs from private and Crown lands must be offered to BC mills at domestic 

prices before they can be exported. Logs from Crown land are first offered to local mills, 

but if there are no takers forest companies are allowed to sell overseas, subject to 

approval by the Timber Export Advisory Committee. Private landowners are asked to 

offer their logs to BC buyers at domestic prices prior to export. The majority of logs 

exported from BC comes from private land. In 2000, BC exported about 1.5 million m3 of 

logs from private land and about 0.9 million m3 from Crown land.  

 

Recently, the need to demonstrate that products come from sustainably managed forests 

has emerged as another important factor influencing trade in forest products, and the 

importance of the concept of sustainable development cannot be overstated.  

 

The globalization, product differentiation as a result of market segments and domestic 

policies help to explain why Canada has been successful in some markets but less 
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successful in others. China is one of those markets that Canada has not succeeded in 

penetrating fully. As indicated in Table 2 above, China is one of the forest-deficit 

countries in the Pacific Rim, measured on a per capita basis. The country’s forest cover is 

about 17%, which is considerably below the world average. In the wake of the huge 

floods of 1998 that took hundreds of lives, the Chinese government has adopted a series 

of measures. The most important change is the banning of natural forest harvesting in 

ecologically sensitive areas, especially the watersheds in the upper reaches of the 

Yangtze and Yellow rivers. The logging ban has resulted in a complete reorientation of 

the national forest policy, with a new focus being placed on combating desertification in 

the North and the Northwest by encouraging the conversion of marginal croplands to 

forests and grass, protecting natural forests around headwaters and important ecological 

sites, and establishing fast-growing and high-yield plantations in the South (Wang et al. 

2004).  

 

China’s forest policy changes have significant implications for the forest products 

markets in the Pacific Rim. As a result of rapid economic growth, consumption levels 

have risen for many products, including forest products. On account of its inability to 

meet domestic demands, China has increased its forest products import in the past two 

decades, especially since the mid 1990s (Figure 1). The logging ban on all natural forests 

that was imposed in 1997 has exacerbated the need for more imports of forest products.  
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Figure 1: China’s net imports of forest products (data from FAO) 
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China may be partitioned into several distinct markets, namely, the Northeast that has 

close links with Russia, the eastern seaboard region trading heavily with the US, Canada 

and South Korea, and southern region importing large quantities of roundwood from 

Malaysia, Indonesia, New Zealand and Chile (Sun et al. 2004a,b). This pattern will 

change for two reasons. First, the supply of tropical hardwood logs and manufactured 

products may gradually decline in terms of the share of China’s overall forest products 

imports. This will provide opportunity for increased imports of softwood logs from New 

Zealand and Chile. Second, as China has now become a member of the World Trade 

Organization, reductions in tariffs will result in larger quantity of imported forest 

products, especially high value-added products such as printing and writing paper.  

 

China has the potential of becoming an important market for Canada’s forest industry, 

especially BC’s forest companies. Housing reforms in China are opening up new markets 

for building materials and interior decoration products that could bode well for both 

Canada’s primary and secondary manufacturing sectors. China is currently undergoing a 
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significant privatization of housing assets, and more and more people are investing in 

renovations and upgrades. For the secondary manufacturing sector, the changes occurring 

in China’s housing market could mean increased sales for panels, doors, furniture and 

components, kitchen cabinets and flooring. 

 

Canada is one of the countries that stand to benefit from China’s continued economic 

reforms and trade liberalization. While China promises to become an even larger forest 

products buyer, there are factors that separate Canada and China into distinct market 

segments. Given China’s limited ability to pay premium prices and its interest in low cost 

replacement to offset reduction in domestic harvesting, it is unlikely that Canada will see 

a dramatic opening up of the Chinese forest products market in the short term. Apart from 

wood pulp, the most promising area for expansion is the secondary manufactured 

products for housing and interior decoration purposes. It is a smart move that BC and 

Quebec jointly opened an office in Shanghai in 2000, with an aim to promote Canadian 

forest products by beginning with the cultivation of a taste among the nouveau riche in 

the newly industrialized regions (Mawhinney 2000). This move bears some resemblance 

with the opening of an office in Tokyo in the 1970s by the BC Council of Forest 

Industries. However, because softwood lumber products trade is very much regional, it 

may not be too soon for Canada’s investment in cultivating the Chinese market to pay the 

kind of dividend that the Canadian forest industry saw in the Japanese market 30 years 

earlier. The situation is different for pulp and paper products. With rising levels of 

disposable income and education, the demand for paper products and for other wood 
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products will continue to grow in China. Given the global nature of trade in pulp and 

paper products, Canada will likely increase its market share in China. 

 

Other developments that are worth noting include the following. Anti-dumping duties on 

Canadian/US newsprint by China have been extended as of 2004 for five more years. 

Chinese exports of furniture are approaching those of Italy, which has been the world’s 

leader. The US imposed anti-dumping duties in 2004, however, and a surge in China’s 

furniture exports prior to this may have partially been in anticipation of the duties. 

 

6. Conclusions 

 

Generally speaking, in the Asia-Pacific Region, Japan and China are two of the major 

forest products importing countries, whereas Canada, Russia, Indonesia, Malaysia, New 

Zealand and Chile are the major suppliers. The US is both an important importer and 

exporter, and South Korea is also a significant player in the forest products market 

concerning certain categories of forest products.  

 

Canada has long been the world’s leading exporter of forest products. The US remains 

the most important market for Canada’s forest products. There has been a general decline 

in Canada’s share of the Japanese market since the mid 1990s. There has been a moderate 

increase in China’s imports of wood pulp but, contrary to popular expectations, the rapid 

growth in the Chinese economy has not translated into gains in Canada’s exports in forest 

products. The challenges facing Canada include greater efforts in international marketing 
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in products such as softwood lumber that tends to be regionally concentrated. It is a great 

challenge for Canadian producers to diversify from wood-intensive, lower-valued 

commodity products into more high value-added products. 

 

Overall, the forest industry faces global competition, over-capacity, rapidly advancing 

technology, and increasing environmental pressures. At the industry level, considerable 

consolidation, downsizing and reorganizations have taken place in recent years. These 

trends will continue to result in changes in the forest products markets in the Pacific Rim 

and around the world.  
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