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Main tropical timber products imported into China are logs and plywood. In 1998, these two products were responsible for 80% of the tropical timber imports. As earlier mentioned, large diameter logs are mainly imported to produce plywood due to constraint in the domestic supply.

Over the last 10 years, the share of tropical timber in the total imports has increased sharply. In 1989, tropical timber imports represented only 16% of total wood products imports by China. The share of tropical timber achieved a top level of 70% in 1995. In 1998, the contribution of tropical timber on total imports declined to 58%.

4.2.2.3 – Implications of Recent Changes for China

China has a large population and limitations to its natural resources. Existing forests are not sufficient to support the growing demand for timber products. Furthermore, as a result of the new environment policy established by the government in 1998, timber harvesting will decline over the coming years so that domestic production of forest products is not expected to rise and imports will increase.

Available information indicates that the international crisis has not significantly affected the Chinese economy. Exports of wood products are relatively small, and the wood industry was not seriously affected by the international downturn in the tropical timber market.  

In 1997, domestic consumption of wood products increased. Unofficial information for 1998 indicates that demand remained relatively stable. Nevertheless, it can not be denied that over the last 2 years the local timber industry has faced problems. 

Problems faced by the Chinese timber industry are partly related to the new national environment policies, which resulted in log supply constraints. Shortages of log supply are expected to continue to limit the development of the local timber industry over the next few years.

Besides limitations to the domestic supply of logs, the timber industry in China was also affected, to a degree, by the international crisis. A drop in the international price of wood products increased domestic competition between the national product and imports. As a result, prices in the domestic market for wood products dropped in 1998. This benefited consumers but affected local producers, who had their margins squeezed. 

During the Asian crisis period, the Chinese timber industry was under pressure. Imports increased and they lost part of their domestic market, while at the same time the drop in the international prices of wood products, and the strong Yuan, made Chinese products less competitive in the international market. 

The plywood industry was the most affected. As a result of the tropical timber market downturn during 1997-1998, prices of tropical plywood in the international market dropped by around 50%. As a result, many plywood mills in China were closed in 1998, creating social problems in several regions.

In spite of the negative effect on the local timber industry, overall the market downturn in the international market benefited the final consumer in China, as he was able to buy wood products at a lower price.

China’s economy has slowed down in the last 1-2 years, most probably as a result of the Asian crisis, but new forecasts indicate that the country will continue to grow fast in the years to come. 

As a result of general economic growth, and also the increasing rate of urbanisation, demand for wood products will continue to increase. Limitations in the domestic supply of logs, and also the growing involvement of the private sector in the trade are opening new market opportunities for timber exporting countries. 

Although tropical timber products have increased their share of China’s wood product imports, competition with timber from other sources will increase. Russian log supply is one of the alternatives that investors are already exploring, and volumes from this source are expected to rise.

Imports of China will be mostly concentrated on logs, sawnwood, veneer and possibly plywood. Recent investments in China point out that the country will substantially increase production and exports of value added wood products. 

In a few more years, it is possible that the country will become an important player in the international market for value added wood products, following a trend observed in other Asian countries. 

4.2.3 – INDONESIA

4.2.3.1- Macro Economic Aspects

Information on evolution of Indonesian GDP is presented in figure 4.39. For several years, the country was able to maintain a very fast economic growth. During the first years of this decade, the average increase on GDP was over 7% per year.

As in other countries of the Asian region, the economic growth started to slow down in 1997. In that year, Indonesia’s GDP reached US$221 billion. The financial crisis had a strong impact on the Indonesian economy and in 1998 the GDP declined by –5.2%.
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Source: Indonesia Central Bureau of Statistics; World Economic Outlook, IMF and The Economist.

Figure 4.39 – Indonesian GDP (us$ Billion) and GDP Growth (percent)

Over the years, Indonesia  was able to attract substantial amounts of foreign capital in the form of direct investments. Foreign capital and also export earnings have been important to improve infrastructure and develop local industry.

Imports and exports by Indonesia over the last 10 years are presented in figure 4.40. In 1989, total exports of the country reached US$22.2 billion. The exports increased to US$53 billion in 1997, equivalent to an average increase of 10.2 % per year.

During this time, Indonesia was able to maintain a trade surplus. The trade surplus in 1997, when the Asian crisis started, reached US$11.7 billion.
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Figure 4.40 – Indonesia Trade Balance (US$ Billion)

4.2.3.2- Production, consumption and trade

Indonesia has vast forest resources and has produced large volumes of tropical woods. Evolution of log production in Indonesia is presented in figure 4.41. 

The data presented shows that from 1989 to 1998, log production  declined by 30%. Practically all logs produced have been consumed by the local industry and Indonesia banned log exports in the 80’s. More recently, the government lifted the log exports ban to support economic recovery. 
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Source: International Tropical Timber Organization

Figure 4.41 – Log Production and Consumption in Indonesia 

As in the case of logs, sawn wood production has also declined in recent years. Information on production and consumption is presented in figure 4.42.
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