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The international market downturn caused by the Asian crisis is not reflected in the USA production and consumption of logs.  Information for 1998 points out that the volumes increased during the Asian crisis period. 
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Figure 4.92 – Evolution of Logs Production and Consumption in The USA

Most of the logs produced and consumed in the USA are softwoods. Nevertheless, during the late 80’s and first years of this decade, the share of hardwood logs has increased. Basically, all the hardwood logs consumed in the USA are temperate, as the country imports a very limited amount of tropical logs.

The move towards hardwood logs is basically a result of a search for new supply sources by the forest products industry. It may also reflect environmental restrictions on some of the U.S. forests. Present hardwood share in production and consumption is around 28% (see figure 4.93). This share is expected to be maintained at this level for the immediate future.
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Figure 4.93 – Shares of Hardwoods in the total Logs Production and Consumption in USA

Information on sawnwood production and consumption in the USA over recent years is presented in figure 4.94. As in the case for logs, the impact of the downturn in the American economy in 1991 can also be observed. During that year both production and consumption of sawnwood declined.

Production of sawn wood during this period remained relatively stable. Production in 1998 was around 113 million m³, an increase of less than 9% over the 1989 data. 

On the other hand, consumption had a different performance. Over the same period, consumption of sawn wood in the USA increased by almost 20%, corresponding to an average growth of 2% per year. Total volume of sawnwood consumed in 1998 was 152 million m³.
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Figure 4.94 – Sawnwood Production and Consumption in The USA
In line with log production figures, the sawmilling industry in USA increased its utilization of hardwood logs during the last decade. In 1989, approximately 17% of total sawn wood production was hardwood. The present contribution of hardwoods is over 25%.

The consumption of tropical sawn wood in USA is very small in relation to total consumption. In 1998, it was 273 thousand m³, or 0.2% of the total consumption. 

The Asian crisis had no practical impact on the sawmilling industry in USA. Volumes of production and consumption increased basically at the same rate during the crisis period as in the previous years. Any price advantages which existed during the crisis appeared not to be an incentive to increase purchases.

USA is a very large producer and consumer of plywood. Over the years, plywood has been the most important wood panel for the country. USA plywood production and consumption between 1989 and 1998 is shown in figure 4.95.

Both production and consumption of plywood have declined over the years. In 1989, the total volume of plywood produced and consumed by USA was around 20 million m³. By 1998, the volumes were approximately 16 million m³, corresponding to a reduction of approximately 20% over the period.
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Figure 4.95 – Plywood Production and Consumption in The USA
The main reason for the reduction of plywood production and consumption was replacement by OSB panels in structural applications. The OSB industry uses low priced small diameter logs, and the product has been very competitive in the North American market causing many plywood mills to close down.

In 1998 and 1999, the plywood market reacted to the decline in supply and prices increased in the North American market. Both USA and Canada lost market shares in Europe. 

USA does not produce tropical plywood, and all consumption of this product is based on imported material. Tropical plywood consumption in the USA is relatively small, but much larger than tropical sawnwood. In 1998, the share of tropical plywood in total plywood consumption was around 6,3%. 

Over the period that plywood production and consumption declined, volumes of other wood panels increased sharply. 

Information on USA production of other wood panels, including particleboard, hardboard, MDF and OSB, is presented in figure 4.96. In 1989, the total production of these wood panels was 14 million m³. Ten years later, it was 22 million m³, an average growth rate of 5,1% per year.

Among the selected wood panels particleboard lost production share over the period. In 1989, particleboard had a share of 48.5%. This share declined to 36.9% in 1998, basically as a result of the fast growing volumes of OSB.

OSB production in USA over the last 10 years increased at an average rate of 10.8% per year. The production of OSB in 1998 reached about 10 million m³. As a result of confidence in the existing market environment, several new mills are under construction, and production is expected to continue to grow over the coming years.
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Figure 4.96 – The Production of Selected Wood Panels in USA
The USA production of hardboard and MDF are relatively small. The development of MDF in USA had a completely different history than in other countries. In several European countries, for example, MDF production has been growing as fast as OSB in North America. 

The consumption of non-plywood wood panels in USA has followed the same trend as consumption. From 1989 to 1998, the consumption increased from 6.5 million m³ to 16 million m³, corresponding to an average annual growth of 10.7% (see figure 4.97).

Particleboard is losing its shares of the total USA market for the selected non-plywood panels. In 1989, particleboard had a share of 50% of the total USA consumption, this declined to 40.4% in 1998.

At the same time that particleboard is losing market share, OSB is increasing. The OSB market share in 1989 was 31.9%. Presently, OSB has a share of 46.8%. 
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Figure 4.97 - Evolution of the Consumption of other wood panels in USA

The USA value added wood product sector is well developed. The moulding and furniture industry is very strong and developing fast, mostly based in the domestic market.

There are also new products rapidly penetrating the market. Laminated veneer lumber (LVL), for example, is becoming an important structural material for engineered products used in the construction sector.

The evolution of LVL production in USA is presented in figure 4.98. In 1989, the total production was only 339 thousand m³. The present production is around 1.1 million m³. Over the period, the American production of LVL increased on average 14% per year, and substantial growth is expected to continue.

Part of the increase in the production of LVL is based on deactivation of plywood mills. The change of product is a result of better economic returns from LVL compared with plywood.
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Figure 4.98 – Laminated Veneer Lumber Production in USA 

The USA has been very active in the international forest products trade. Most of the international trade involves Canada and Europe.

Evolution of the exports of selected forest products is presented in figure 4.99. Exports have declined over the last 10 years. Total exports in 1989 were 33.8 million m³. In 1998, the exported volume for the selected wood products reached 17.8 m³, corresponding to an average reduction of 6.9% per year.

Most of the reduction in the exported volumes was in logs. In 1989, total log exports were around 21 million m³. This volume fell to approximately 10 million m³ in 1989, an average annual reduction of 8.1%.

The reduction in log exports reflects limitations to supply. Increased demand for logs for domestic consumption, and environment restrictions are expected to continue to reduce log exports by the USA. From the data presented, it is clear that the reduction in total log exports by USA is a long-term trend, and can not be associated with the recent international crisis and the downturn in the forest products market. 

In spite of the fact that the total volume of logs exported declined over the years, exports of hardwood logs increased. In 1989, hardwood log exports were under 1 million m³. The exported volume of hardwood logs in 1998 reached around 1.3 million m³. As a result, the hardwood logs share of total log exports rose from 4.5% in 1989 to approximately 15% in 1998. 

There are indications that the increase in hardwood log exports is associated with a substitution for tropical logs in some markets. The volume of hardwood logs exported by USA is relatively small taking into account the size of the global market.
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Figure 4.99 – Wood Products Exports by USA, 1989-1998 (thousand m³)

Although most of the export reductions were related to logs, other wood products exports also declined sharply over the last 10 years. Sawnwood exports declined at an average rate of 6.6% per year. Plywood was less affected, but exports were also reduced by 3.4% per year.

Reduction in exports is mostly associated with complementary strong demand from the domestic market, and lack of production capacity to generate volume surplus for the international market.

USA is the largest forest products importer in the world. Information on USA imports for selected wood products is presented in figure 4.100. In 1991, due to the reduction in economic activity, imports declined. After that year, as a result of the fast and steady economic growth, as well as limitations in the domestic supply, imports have increased steadily.

Total imports of the selected wood products increased from approximately 39 million m³ in 1989 to 57 million m³ in 1998, corresponding to an average growth rate of imports of 4.3% per year.

Log imports by the USA are insignificant .Main imported products are sawnwood and the wood-based panels, specially OSB and particleboard.

From 1989 to 1998, sawnwood imports increased from 33 million m³ to 45 million m³. This represents an average annual increase in sawnwood imports equivalent to 3.5%. Imports of sawnwood continued to increase during the Asian crisis period. 
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Figure 4.100 – Selected Wood Products Imports by USA

Most (97%) of the sawnwood imported by USA comes from Canada. Among other international suppliers, based on 1996 data, are Brazil (0.8%), Mexico (0.7%), Chile (0.4%) and New Zealand (0.3%).

Tropical wood has a relatively small share of the total sawnwood imported into USA. Total volumes of  sawnwood imported  by USA over the last 10 years and the share held by tropical sawnwood are shown in figure 4.101.

The information indicates that after 1991, imports of tropical sawnwood decreased. In 1989, the share of tropical sawnwood was 0.8%, corresponding to a volume of 270 thousand m³. The present share is 0.6%. In terms of volume, there has been a small increase. In 1998, the volume of tropical sawnwood imported was 273 thousand m³.
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Figure 4.101 - 
Sawnwood Imports by USA (thousand m³) and Tropical Share
(thousand m³ and percent)

Plywood imports were relatively constant during the  first years of this decade. For many years, the total volume of plywood imported by USA was maintained at about 1.3 million m³. Imports started to increase in 1993, and presently the USA is importing around 2.1 million m³, an increase of almost 70% over the last 5 years.

Evolution of USA plywood imports including the share held by tropical plywood is presented in figure 4.102. In 1998, USA imported around 1.1 million m3 of tropical plywood, practically the same volume as in 1989. As a result, the share of tropical plywood in the total USA imports has declined from the level of 80% in 1995 to 51% in 1998.  

The USA’s wood product imports were not noticeably affected by the Asian crisis. The economic growth and limitations in the domestic supply forced the country to increase imports of timber products in 1997 and 1998. It can also be noticed that the downturn in the tropical timber prices did not result in growth of market share.
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Figure 4.102 - Plywood Imports by USA and Tropical Plywood Share

4.2.11.3 – Implications of Recent Changes for USA

The Asian crisis that resulted in an international market downturn of tropical timber products had practically no effect on the USA forest industry. Over the last few years, the US forest industry continued to see an increase in its production and in the domestic consumption of wood products. 

The impact of the problem of the international tropical wood trade on the U.S. market can be considered as negligible. Over the period, imports continued to rise. There was a decline in exports, but mostly associated with a long-term trend. In this respect, the impact of the Asian crisis can not be clearly separated.

There are several factors that contributed to mitigate the effect of the Asian crisis on the USA forest industry and market. Among them are:

· the forest industry in the USA is well established and is economically very strong;

· the forest industry is largely based on a large domestic market, that continued to grow over the Asian crisis period;

· the forest industry is largely dependent on the construction sector, and was able to profit from record housing starts during the time that the Asian crisis was in place;

· the growing consumption associated with limitations to  domestic log supply, gave more room for increased imports, without seriously affecting local forest products industry.

Although the impact of the international market downturn was not significant at country level, the industry and the trade have faced problems at regional level. 

There is no doubt that the West Coast timber industry was affected. The timber industry in Alaska, for instance, suffered, as market shares were lost in Asia. The market in Asia is changing, but even with conditions improving it is not likely that the future consumption of USA products in the Asian market can go back to the pre-crisis period levels.

The reduction of markets in Asia also affected Canada, New Zealand and Chile. Over the years, these countries have increased their sales of softwoods in Japan, Korea and other Asian countries. With the collapse of those markets, extra volumes were sold into the USA. 

In practice, the USA market was able to take only part of the volumes left unsold as a result of the Asian crisis even at lower prices. The final consumer in USA benefited from the crisis being able to buy timber products at a lower price, and the local producers had to struggle to compete. 

In spite of the stronger price competition, the impact of cheaper imports on the local producers seems not have reached a critical level. The USA Government has mechanisms to put in place during low market periods. One of the mechanisms is the Federal Timber Harvesting Contracts which can be used to regulate market supply volumes. This mechanism was not even used during the Asian crisis period.

From the USA Government perspective, the Asian crisis helped to eliminate from the production chain those agents who were not efficient and competitive. On the other hand, even in the USA, the market downturn had and will continue to have implications for forest management. The impact over prices was very strong, resulting in a reduction in the ability of the timber industry to invest in improved forest management practices.

From the USA trade point of view, the market downturn in the tropical timber market was a result of a financial crisis in the Asian region, which will fade with the recovery of the Asian regional economy. Correction will take some time, as a new balance between supply and demand has to be achieved.

As in other countries, the trade learned from the market downturn. Large inventories and long delivery periods need to be avoided if there is risk of major market fluctuations. During severe market downturns as faced over the last 2 years, there are strong implications. Tropical timber’s future in the USA may have been seriously affected. Local timber products, as well as volumes from other suppliers, such as Canada, are basically promptly available, and consequently the quick adjustments needed during severe crisis periods, are easier to introduce. There is a general agreement among the trade and forest industry in the USA that signs of market problems started much earlier than 1997, when the financial crisis in Thailand exploded and affected other countries in the region. 

Substitution of tropical timber by timber from other sources, and significantly by other products, due to several reasons, have undermined the tropical timber market. Substitution in USA is mainly driven by price, but information on environmental matters is gradually reaching more and more consumers, and in this matter, tropical timber remains on the losing side. 

It is also under discussion in the USA that, with increasing environmental requirements, some new mechanisms, outside the current production and marketing sources, need to be identified for funding forest management. This is probably even more important for tropical timber products, as forest management has to encompass long cycles, which are not compatible with short-term market fluctuations.

Many Americans continue confident that their country’s economic growth will continue, but some analysts feel that the economy will slow down. 

In relation to forest products, recent changes in the construction sector have been taken as a warning sign. Figure 4.103 shows the evolution of house starts in USA.
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Figure 4.103 – House Starts in the USA

Since 1991, house starts in the USA have increased, reaching a peak of 1.6 million in 1998. The last forecast available indicates that numbers will decline in 1999. The recent increase in mortgage rates, although small, may contribute to a reduction of house starts, and this will affect the demand for forest products. 

4.3- REGIONAL OVERVIEW

4.3. 1 – AFRICA

4.3.1.1- EXPORTS OF TROPICAL WOODS

The principal active exporters of tropical wood from Africa are in West and Central Africa. They include Cameroon, Central African Republic, Congo, Cote d’Ivoire, Gabon, Ghana, Equatorial Guinea, Liberia and Congo (Kinshasa).

Total log production for these countries averages about 10.5 million cubic metres p.a.  The three biggest producers Cameroon, Cote d’Ivoire and Gabon each extract more than 2 million cubic metres annually and together account for about 70% of the total (see table 4.40)

              Table 4.40 – West Africa Log Production and Exports


Production (million m³)
Exports
Log exports as % of total wood exports
(1997 base)


1994
1995
1996


Cameroon
2,7
2,6
2,5
77

C.A.R.
0,2
0,3
0,4
58

Congo
0,7
1,1
0,7
89

Cote d’Ivoire
2,4
2,3
2,2
20

Gabon
2,1
2,4
2,5
98

Ghana
1,7
1,3
1,0
-

Guinea E.
0,3
0,4
0,5
96

Liberia
-
0,1
0,1
100

Congo (Kinshasa)
0,3
0,3
0,3
67

            Source: African Timber Organization

Traditionally, the main overseas market for African tropical timber products has been Europe. The principal importers of logs are France, Italy, Spain and Germany. The principal importers of sawnwood are Spain, France, Netherlands, UK, Belgium, Germany and Italy, but in all cases the main supplier of tropical sawn timber is Asia. Tropical plywood imports from Africa are comparatively small, as can be seen in table 4.41.

The trend in tropical log imports by Europe has been downward. To some degree, this is due to weaker markets in Europe but also to a steadily increasing trade to Asia. 

Tropical sawnwood shipments by Africa to Europe have varied within a specific range and were the same in 1997 as they were in 1990. In fact, Europes’s imports from Asia show a substantial decline and whilst there is a tendency to blame environmental discrimination this does not fit the pattern for African and Latin American trade. The main reason has been increased demand within the Asian region. 

Table 4.41 – Western Europe – Selected Countries * - Tropical timber Imports (thousand m³)


1990
1991
1992
1993
1994
1995
1996
1997

Tropical Log Imports

Africa
2,537.1
2,099.1
2,042.2
1,687.6
1,948.4
1,907.8
1,415.7
1,491.2

Asia
24.8
14.0
11.3
7.2
7.6
7.5
5.0
7.1

Latin America
3,0
4,4
37.1
77
80
5.4
3.3
4,5

TOTAL
2,564.9
2,117.5
2,090.6
1,702.5
1,964.0
1,920.7
1,424.0
1,502.8

Tropical Sawnwood Imports

Africa
878.6
768.4
773.0
751.8
974.8
1,060.7
880.5
878.3

Asia
1,850.7
1,498.8
1,374.4
1,033.3
727.0
622.5
499.9
575.2

Latin America
267.7
241.2
183.8
223.0
385.6
454.4
345.8
308.3

TOTAL
2,997.0
2,508.4
2,331.2
2,008.1
2,087.4
2,137.6
1,726.2
1,761.8

Tropical Plywood Imports

Africa
49.7
50.9
43.4
45.2
61.7
57.5
69.5
71.4

Asia
1,175.5
1,236.3
1,293.7
935.6
644.5
869.7
710.0
779.9

Latin America
157.8
129.3
204.6
254.7
383.3
367.9
345.8
290.0

TOTAL
1,377.0
1,416.5
1,541.7
1,235.5
1,089.5
1,295.1
1,125.3
1,141.3

   Source: Union pour le Commerce des Bois Durs dans L’U.E.

   * Germany, Belgium, Spain, France, Italy, Netherlands, UK, Denmark

The trade of consequence is that of African logs to Asia, which has been an endeavour to replace shortages in log supply from Asian sources, caused mainly by planned constraints on log exports from Malaysia.

There are a number of points to be made about the growth of the trade in African logs for Asian markets:

· African countries were, in the main, unprepared for this new trade and faced problems in logistics, forest control and extraction rates.

· The growth of this trade brought potential investors to Africa seeking more direct involvement in logging and with potential to create processing mills.

· In general, the species mix from Africa is much more varied than the more homogenous Meranti species. The exceptions in Africa are the bigger volumes of Okoume and Ozigo associated with Gabon and neighbouring countries.

· For most African timber exporting countries, forest products make a substantial contribution to export earnings and revenues, and they provide an important share in employment.

· African countries, with the notable exceptions of Ghana and Cote d’Ivoire, have been very slow to develop wood processing before export which perhaps made them more vulnerable to the Asian crisis, although there was no way this could have been foreseen.

· The new trade with Asia offered opportunities to sell less used species suitable for rotary veneer production for plywood. Some African countries welcomed the new business. 

Ghana, with awareness of limits to its national forest resource, and its advanced progress in sustainable forest management, could not accept the risks posed to its forests through an outbreak of illegal logging to meet Asian demand, or the problems of deterioration and handling created by build up of unsold log stocks anticipating Asian buyers. Ghana had already prohibited the export, as logs, of the nineteen most popular species and because of these new problems created by Asian stopped the export of all logs. As a result, Ghana was unaffected by the Asian crisis when the market collapsed.

The downturn came unexpectedly and caused substantial problems, notably for Gabon which, in 1997, was shipping almost 70% of its log exports to Asia where China was its biggest customer. Information on Gabon log exports by country of destinations, over the last three years, is presented in table 4.42. 

Volumes of logs exported by Gabon increased in 1997, but in 1998 declined sharply. The greater reduction in log exports was due to lower volumes taken by Asian countries, but European imports were also reduced. 

The impact of Asian market collapse on log exports from Gabon was significant. Total volumes were reduced by almost 40%, but in terms of export earnings, much more was lost, as prices also declined substantially in 1998.

Table 4.42 – Gabon Log Exports (thousand m³)


Okoume / Ozigo
Other Species


1996
1997
1998
1996
1997
1998

France
348
343
310
96
121
126

Spain
-
2
6
11
19
33

Portugal
3
9
4
40
62
110

Germany
6
6
6
7
11
13

Italy
3
5
10
29
43
73

Netherlands
14
22
24
1
1
5

Greece
63
52
41
24
27
22

Turkey
102
91
48
38
38
31

Israel
97
105
53
1
-
1

Morocco
79
100
85
3
10
3

SUBTOTAL
715
735
587
250
332
417

China
627
949
437
21
66
20

Hong Kong S. A. R.
30
57
16
32
94
107

Taiwan Prov. of China
2
-
-
30
20
22

Japan
287
102
8
41
25
7

Philippines
100
107
9
24
11
-

Thailand
18
10
-
11
4
-

S. Korea
5
20
6
3
13
-

India
18
8
-
22
71
51

Malaysia
9
3
3
-
7
-

SUBTOTAL
1.096
1.256
479
184
311
207

Others
32
44
20
11
40
60

TOTAL
1.843
2.035
1.086
445
683
684

   Source: SEPBG / ATIBT

Okoume and Ozigo logs are sold by SNBG’s marketing board activities. This functioned successfully on a rising market but when the collapse occurred it virtually bankrupted the organisation, which had built up large volumes of unsold stock, which it had already purchased from producers.

Information on exports of logs by Cameroon over recent years, by country of destination is presented in table 4.43. Total exports of Cameroon declined by 28% in 1998.

Cameroon’s log exports were in excess of 2 million cubic meters in 1997 of which almost 1 million went to the Asian region. The Asian downturn may have accelerated the decision to halt log exports in principal species. Asian investors were advanced in plans to build mills in Cameroon when the crisis occurred.

Table 4.43 – Cameroon Logs Exports  (thousand m³)


1996
1997
1998

Italy
239
297
231

France
172
212
207

Spain
90
129
152

Portugal
82
94
147

Germany
37
63
72

Netherlands
52
62
53

Turkey
37
66
54

SUBTOTAL
709
923
916

China
56
276
185

Hong Kong S. A. R.
21
62
88

Taiwan Prov. of China
72
57
27

Philippines
75
202
50

Thailand
132
35
-

Japan
102
201
17

SUBTOTAL
458
833
367

Others
90
119
80

TOTAL
1.257
1.875
1.363

               Source: SGS / ATIBT

Like the other log exporters in Africa, Equatorial Guinea was also seriously affected by the Asian crisis. Information on exports of logs by Equatorial Guinea is presented in  table 4.44.

By 1996, more than 70% of Equatorial Guinea’s log exports were going to Asia.  Overall, the exports of logs in 1998 declined by 44%.

               Table 4.44 – Equatorial Guinea Log Exports (thousand m³)


Okoume
Others


1997
1998
1997
1998

Spain
19
23
43
46

Portugal
14
11
19
16

Germany
1
12
15
20

France
4
4
5
6

Greece
-
2
-
3

Italy
-
-
5
1

Netherlands
-
-
2
1

SUBTOTAL
38
52
89
93

China
341
187
364
197

Hong Kong S. A. R.
5
-
7
-

Taiwan Prov. of China
6
-
9
4

Japan
132
26
132
26

Malaysia
2
5
6
5

S. Korea
-
-
9
5

Thailand
7
3
14
3

Indonesia
26
-
26
-

India
-
-
5
-

Philippines
-
-
3
-

SUBTOTAL
519
221
575
240

Others
3
33
12
48

TOTAL
560
306
676
381

             Source: CUREF / ATIBT

Information on recent Ghana exports of tropical timber products is presented in table 4.45. The country does not export logs, and the impact of the Asian crisis was not as significant as for the other African countries.

The effect of the Asian crisis on Ghana was mitigated not only by the fact that the country does not export logs, but also because wood exports to Asia are not a large proportion of total exports. Over recent years, more than 60% of Ghana exports were destined for European countries.  

                 Table 4.45 – Ghana Exports (First Quarter January – March) (thousand m³)


1997
1998
1999

Sawn timber
69,4
63,1
64,1

Veneer & Plywood
20,6
19,3
26,0

Other Processed Products
6,5
8,2
10,8

TOTAL
96,5
90,6
100,9

                  Source: TEDB / Tropical Timbers

                  Note: The export of logs is not permitted

          Table 4.46 – Ghana  - Direction of Trade for Sawn Timber based on Volume - Percentage


1996
1997
1998
1999

Europe
65
62
71
69

Africa
8
9
8
11

Middle East
9
10
5
7

Asia
12
13
8
6

America
5
5
7
6

Oceania
1
1
1
1

TOTAL
100
100
100
100

          Source: TEDB / Tropical Timbers

4.3.1.2- Implications of Recent Changes

The recent changes in the international economy scenario have several implications for Africa. In the process of initiating tighter forest management, Asia had passed the burden of excess demand for logs on to Africa. Africa itself has forest problems including pressures for alternative use in agriculture.

The most relevant implications identified by the consultants were the following:

· The growth and sudden collapse in the log trade with Asia gives increased importance to the comment made by the Secretary General of the ATO at the ITTO sessions in Libreville, Gabon in May 1998 when he pointed out that Africa is over reliant on logs as an export commodity and lacked capital and technical skills to develop industrial activity. There are signs:

· That the traditional selective logging practices must have been disturbed by the increased demand and make it more important to reach higher levels of sustainability if timber is to provide earnings and jobs in the long term. Long established concessionaires were also disturbed by the new trade with Asia and this may stimulate them to invest in processing;

· That with the recovery in Asia, there could be a return of potential Asian investors to these forested countries which are politically stable which may offer opportunities for partnership, and the export of processed wood products in the context of well managed forests. On the other hand, Asian investors are aware that working conditions and risks are different in Africa and may be more cautious about overseas investment following the crisis.

· That the forest products sector needs to improve its market intelligence gathering and forecasting. That a more balanced approach to marketing through planned diversification might lower the risks from sudden market weakness;

· That wood is being transported longer distances to port and higher value products are more likely to absorb such costs.

· That there may be some advantage to return to the prospect of improving trade between African countries which has been held back by customs, commercial, banking and transport problems.

An interesting point is that the Francophone African countries remain linked to the French Franc and hence to the Euro. In principle, this provides a defence against sudden and steep fluctuations in local currency values, which caused development problems in Asia.

African log prices were not undermined by the crisis. The traditional sales to Europe remained firm. The higher cost structure in Africa prevented falls because producers preferred to stop harvesting rather than incur losses.

This decision is more easily made for the log sector than it is for processing mills. The downturn did not affect the well-known species that had been sold to Europe for many years. In particular, high quality species like African Mahogany, Sapelewood and Utile retained firm pricing within normal trade fluctuations.

Africa mostly has weak internal markets, although if Nigeria’s economy was to improve, its large population represents a substantial market.

Although African wood is well established and well appreciated in Europe, the ability to expand depends in part on the removal of discrimination on environmental grounds, on the degree to which certification becomes important and on efforts to expand the mechanisms of CITES to incorporate more species. These requirements may weaken the acceptability of tropical wood and give advantages to metals and plastics.

Trade interests in Africa see the risk that unquantified environmental costs may be a disincentive to the kind of investment that the sector needs in order to diversify markets and products.

Investment is also needed to supplement national forests by establishing and, properly managing, plantations.

4.3.2 -WESTERN EUROPE

4.3.2.1- Imports of Tropical wood

Statistics on imports of selected tropical timber products by Western Europe over the last years are presented in table 4.47. The information is presented by supply source (region). It is also shown in a graphic form in figure 4.104.

The 1990s have seen a decline in imports of tropical sawn wood and plywood. Imports of veneer slightly increased. The following changes in total imports of the selected tropical timber products occurred between 1990 and 1997:

- Sawnwood:            - 42%

- Veneer:                  +  8%

- Plywood:                 - 17%

Adding the three products together shows that the total volume imported by Western Europe declined from 4.6 million m3 to 3.1 million m3. On average over the period, a reduction of approximately 5.3% per year was experienced.

Overall imports of Asian tropical sawn wood, plywood and veneer by the principal importing countries of Western Europe (Belgium, Denmark, France, Germany, Italy, Netherlands, Spain, UK) fell by 32%, but the other two tropical regions - Africa and Latin America - together gained market share (from 34% in 1990 to 57% in 1997).  The principal supplier of Asian tropical sawn wood to Europe is Malaysia. The principal suppliers of Asian tropical plywood are Indonesia and Malaysia.

Table 4.47 - Western Europe - Selected Countries (1) - Tropical Imports (thousand m3)

PRODUCTS BY COUNTRIES
1990
%
1991
1992
1993
1994
1995
1996
1997
%

SAWN WOOD
Africa
Asia
Latin America

879
1851
268

29
62
9

768
1499
241

773
1374
184

752
1033
223

975
727
386

1061
622
454

880
500
346

878
575
308

50
33
17

TOTAL
2998
100
2508
2331
2008
2088
2137
1726
1761
100

VENEER
Africa
Asia
Latin America

186
11
22

85
5
10

155
12
20

176
10
20

159
8
22

185
7
22

213
7
31

198
5
20

214
3
21

90
1
9

TOTAL
219
100
187
206
189
214
251
223
238
100

PLYWOOD
Africa
Asia
Latin America

50
1175
152

4
85
11

51
1236
129

43
1294
205

45
936
255

62
644
383

57
870
368

69
710
346

71
780
290

6
68
26

TOTAL
1377
100
1416
1542
1236
1089
1295
1125
1141
100

GRAND TOTAL
Africa
Asia
Latin America
4594
1115
3037
442
100
24
66
10
4111
974
2747
390
4079
992
2678
409
3433
956
1977
500
3391
1222
1378
791
3683
1331
1499
853
3074
1147
1215
712
3140
1163
1358
619
100
37
43
20

(1) Belgium, Denmark, France, Germany, Italy, Netherlands, Spain, UK.

Source: UCBD
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Figure 4.104 - Evolution of Selected Tropical Products Imports by Western Europe (thousand m³)

Table 4.48 provides information on Western Europe’s tropical sawn wood and plywood imports by country. The information indicates that basically all countries have experienced a decline in imports of tropical sawn wood during the 1990’s. Plywood had a different performance, and some increases took place.

Table 4.48 - 
Principal Importers of Tropical Sawn wood and Plywood in Western Europe  (thousand m3)

COUNTRIES
1990
1997

ASIAN SAWN WOOD
Netherlands
UK
Belgium
Germany
Italy
France
Denmark
Spain

555
318
212
317
143
247
18
39

176
107
91
90
55
45
8
2

TOTAL
1849
574

ASIAN PLYWOOD
UK
Germany 
Belgium
France
Denmark
Italy
Netherlands

498
141
131
184
23
6
190

320
157
135
87
34
27
20

TOTAL
1173
780


Source: UCBD

Netherlands and UK used to be the largest markets for tropical sawn wood and plywood in Western Europe. These countries also faced the strongest reduction in imports of tropical timber products. During this decade, the Netherlands, for example, reduced imports of tropical sawn wood by almost 70%, and tropical plywood by 90%.

Continental Europe continues to import tropical logs, mainly from Africa, its historical source. Information on log imports over recent years, by selected Western European countries, is presented in table 4.49. Information on imports is also presented by country in table 4.50.

Table 4.49 - Western Europe - Selected countries(1) - TROPICAL LOG IMPORTS (thousand m3)

PRODUCTS BY COUNTRIES
1990
1991
1992
1993
1994
1995
1996
1997

Africa
Asia
Latin America
2537
25
3
2099
14
4
2042
11
37
1688
7
8
1948
8
8
1908
7
5
1416
5
3
1491
7
4

TOTAL
2565
2117
2090
1703
1964
1920
1424
1502

   (1) Belgium, France, Germany, Italy, Netherlands, Spain.

Source: UCBD

There is no real competition in log supply from the three tropical regions.  Over the 1990-1997 period, tropical log imports by the six largest importers (Germany, Belgium, Spain, France, Italy, and Netherlands) fell from 2.56 million cubic metres to 1.50 million cubic metres (-41%).

The factors contributing to this situation include constraints on supply due to political problems in Africa, changes of policy to limit exports of logs, economic conditions in Europe, environmental pressures in Europe, and rising demand from Asia for African logs.

   Table 4.50 - Western Europe - Selected Countries Tropical Log Imports (Thousand M3)

COUNTRIES
1990
1991
1992
1993
1994
1995
1996
1997

GERMANY
Africa
Asia
Latin America

343.3
7.5
0.1

310.8
5.1
0.4

276.6
5.1
0.3

212.0
2.4
0.4

189.0
3.8
0.6

167.7
2.8
0.9

111.0
2.4
0.1

132.0
2.6
2.5

BELGIUM
Africa
Asia
Latin America

58.5
1.0
0.5

39.0
1.0
-

35.0
0.4
0.1

31.2
0.4
2.0

43.0
–
3.3

42.0
0.3
1.2

35.4
0.1
0.9

30.6
0.1
1.5

SPAIN
Africa
Asia
Latin America

549.7
0.4
0.3

349.8
0.4
2.2

315.6
–
25.4

216.9
0.1
-

264.3
0.1
0.1

275.6
0.1
-

235.0
-
0.1

251.0
0.5
-

FRANCE
Africa
Asia
Latin America

903.0
10.8
0.2

821.0
5.2
0.2

873.0
2.2
0.2

705.0
0.9
0.3

878.0
1.4
0.6

860.0
0.7
0.1

705.0
0.9
0.1

731.0
1.8
0.2

ITALY
Africa
Asia
Latin America

584.0
3.0
0.3

474.5
0.9
0.6

427.3
2.5
9.2

430.1
1.8
1.6

470.7
1.2
1.1

454.0
2.0
0.8

241.0
1.2
0.3

259.0
1.8
0.2

NETHERLANDS
Africa
Asia
Latin America

98.6
2.1
1.6

104.0
1.4
1.0

114.7
1.1
1.9

92.4
1.6
3.4

103.4
1.1
2.3

108.5
1.6
2.4

88.3
0.4
1.8

87.6
0.3
0.1

TOTAL
Africa
Asia
Latin America

2537.1
24.8
3.0

2099.1
14.0
4.4

2042.2
11.3
37.1

1687.6
7.2
7.7

1948.4
7.6
8.0

1907.8
7.5
5.4

1415.7
5.0
3.3

1491.2
7.1
4.5

GRAND TOTAL
2564.9
2117.5
2090.6
1702.5
1964.0
1920.7
1424.0
1502.8

  Source: UCBD

4.3.2.2- Implications of Recent Changes

Examination of the sawn wood figures show that Africa and Latin America retained or slightly improved volumes shipped.  This, to a significant extent, was due to the rise in prices of Asian wood in 1992/3 created by log shortages in the region.  Buyers in Europe eventually found prices unacceptably high and switched to African redwoods and Brazilian hardwoods.

Once the change over had occurred, there were those who were happy with the technical and appearance attributes of the timbers they had turned to and who would be reluctant to turn back to Asian tropical sawn wood and those who bought on price and might be persuaded back, if all other aspects of their business climate permitted.

It is not possible to claim that decline in Asian primary wood product sales in Europe is offset by sales of added value products like furniture, because the added value element is to a large extent of light coloured, small sectioned rubberwood from plantations and has developed independently from the mass volume business arising from natural forest.

The tropical plywood scenario in Europe reflects competition between the three tropical regions - particularly competition between Asia and the Brazilian plywood industry.  When Asian tropical plywood prices rose strongly in 1992/3, it supplied opportunities for Brazilian mills to compete on price and even allowed some room for the older plywood sector of West Africa to come back into the market.

Asian wood producers had become increasingly confident in the rising consumption of wood within their own region, and there may have been a sense that the European market, especially with its environmental concerns, was becoming less important - although it is, in the main, a higher price market.

The Asian region has been importing tropical and non-tropical wood from other parts of the world. Tropical imports included an increasing and substantial volume of logs from Africa, which created some competitive problems for Europe, the traditional customers - for example for Okoume logs from Gabon. Asia had not shown much interest in African sawn wood or plywood, or in Brazilian plywood.  A stronger trade in Brazilian tropical sawn wood was developing in the pre-crisis period but had not handicapped Brazilian trade with Europe.

In broad terms, the European market was not able to offer immediate prospects of alternative outlets when Asian markets collapsed.  The lack of development of markets for Asian primary wood products in Europe over the preceding years did not create a climate permitting sudden expansion. Although demand picked up in 1999.

At time of preparation of this report, statistical data for European imports for 1998 and 1999 were not fully available.  Some general indications can be given from available for the UK, France, Germany, Italy and Spain:

· UK imports of Asian sawn wood in 1998 were 7% less than in 1997.  Total UK imports of tropical sawn wood from the three tropical regions were 18% lower.

· UK imports of Asian plywood in 1998 were substantially up by 25%, with Malaysia improving its shipments by 28%, but Indonesia, facing a wider range of problems, fell by 8%.  The UK is the biggest European importer of tropical plywood.

· France saw tropical log imports, principally from Africa, rise by 14% in 1998.  Tropical sawn wood fell by 6% - mainly in shipments from Brazil.  Both Malaysia and Africa retained their volume shipments.

· France had, over the years, increased its imports of Brazilian tropical hardwoods but imports fell during 1998, partly because of weakness of the dollar against the French franc.  The French economy is now improving.

· Figures available for Germany were for the nine months January-September 1998, and compared with the similar period of 1997 showed a 29% increase in log imports from Africa, the dominant supplier, and a modest 4% increase in tropical sawn wood imports which cloaked a 30% rise in imports from Africa and falls of 16% and 13% for Asia and Latin America respectively.  The overall increase may reflect general improvements in the German economy.  Commentators note continued fall in market share of wooden windows substituted by plastic, the greater use of overlaid MDF for mouldings, and increased usage of wood and wood products from Eastern Europe (which has separately impacted on the USA hardwood market in Germany).

· Italian tropical hardwood imports for January-November 1998 rose substantially compared with the first eleven months of 1997.  Tropical sawn wood imports rose by 29% for both Africa and Asia, although the African volume is very much larger.  Italy has strong linkages with Africa.  The Italian economy has been subdued.  UK sawn hardwood sales to Italy fell by 5% in the face of increased volumes from Eastern Europe.

· Imports of tropical logs by Spain during January-September 1998 rose by 24% and tropical sawn wood rose by 35%.  A high proportion of this sawn wood is from Africa.

Opportunities for improving sales of Asian sawn wood in continental Europe depend, inter alia, on more determined and more focused marketing and a good environmental pedigree.  The Malaysian Timber Council has been active in Europe.

Having lost markets earlier in the 1990s through high pricing which drove buyers to other sources, it is difficult to win buyers back who do not wish to repeat the experience or are now satisfied with their alternative choices.  The greater use of temperate hardwoods from the USA and increasingly from Eastern Europe requires positive marketing of unique technical qualities and reliable supply to forge good customer relations and ensure a diversified world market to minimise the market problems created by the Asian financial crisis.

Europe is now using large volumes of MDF, driven by the emergence of considerable production capacity within the region.  Particleboard has, for longer, been a lower priced competitor for plywood for some uses.

In relation to the downturn in Asian markets created by the financial crisis of 1997/8, a number of factors contributing to the absence of growth in the European market for tropical wood might be made.  It is very difficult to decide the relative importance of these factors, which include:

· variations in the economic strength of individual European countries;

· a period of high prices for Asian timber which caused greater interest in tropical wood from Africa and South America;

· the increasing demand for wood within the Asian region;

· more positive and successful promotion of temperate sawn hardwoods from the USA;

· increasing prospects for temperate wood from Eastern Europe;

· over capacity and market breakthrough for MDF in Europe;

· environmental campaigning which initially strongly targeted tropical forested countries;

· competition from non-wood products;

· reliability of shipment;

· fashion;

· lack of end use knowledge and focused promotion.

The implication is that detailed professional market research is needed before any strategy for market development can be shaped.  Competition between tropical regions and tropical forested countries is healthy but the sector, in its entirety, needs to pinpoint, secure and extend its markets in relation to outside influences.  Other institutions have undertaken related work.  Nevertheless ITTO might consider work in this field, focused on the needs of its members and as part of its Action Plan.

The ITTO report "Impediments to Market Access for Tropical Timber" (ITTC Decision 2(XXIII) - ITTC (XXXV)/13, discussed relevant issues.
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· competition from non-wood products;
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The implication is that detailed professional market research is needed before any strategy for market development can be shaped.  Competition between tropical regions and tropical forested countries is healthy but the sector, in its entirety, needs to pinpoint, secure and extend its markets in relation to outside influences.  Other institutions have undertaken related work.  Nevertheless, ITTO might consider work in this field, focused on the needs of its members and as part of its Action Plan.

The ITTO report "Impediments to Market Access for Tropical Timber" (ITTC Decision 2(XXIII) - ITTC (XXXV)13, discussed relevant issues.

4.4- NON TROPICAL WOOD OVERVIEW

Suppliers of non-tropical primary wood products to markets in Asia also suffered from the downturn of 1997/8. This setback is unlikely to stop market expansion for softwood logs in importing Asian countries to provide raw material for existing primary wood processors at competitive prices for a wide range of end use. In the past, tropical wood in Asia has largely been viewed as a general-purpose utility commodity purchased on price.

The steady inroads being made by softwood are likely to create a greater market division between hardwood and softwood of the kind found in Western Europe where non-tropical and tropical hardwoods are valued for their physical properties and distinctive appearance leaving a high proportion of utility use to softwoods and, latterly, to MDF, OSB and other wood based panels.

The impact of the Asian crisis on the tropical wood trade may make it more conscious of the need to modify its commodity image and to sell on the basis of technical advantage within a framework of greater knowledge of end uses, consumer needs, and market contact.

A number of countries are participating in the supply of non-tropical timber to Asian markets. Comments on some of these are provided in this section of the report. But the information is not intended to be comprehensive in coverage.

In terms of non-tropical wood, it might be noted that two principal suppliers, New Zealand and Chile, have the advantage of regular intensive harvesting of plantation grown trees with considerable logistic advantages over activities in tropical natural forests.

It is possible that these competitive relationships need more detailed study.

4.4.1-CHILE

In recent years, Chile became a relatively large player in the international market for timber products. Practically, all timber production in Chile comes from fast growing radiata pine plantations. The only other supply source with some importance is eucalyptus plantations.

Evolution of log production in Chile is presented in figure 4.105. As can be observed, production has been growing very fast since 1985. Total volume of logs produced in 1997 was around 23 million m3, an increase of 185% over the 1985 production.

Most of the logs go for sawnwood production and for pulp. Log exports used to be important, but their relative importance has declined sharply in recent years, as local industry developed and increased its demand for raw material.

Chile has a relatively small population, and the domestic market only takes a minor part of the local timber industry production. As a result, the timber industry is largely export oriented, and forest products make a significant contribution to the country’s foreign currency earnings.  
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Figure 4.105 – Evolution of Log Production in Chile, by Use

Information on the forest products exports of Chile (excluding logs) for the last 10 years is presented in table 4.51. In 1989, Chile exported US$783 million of forest products. The export value reached its highest level in 1995: around US$2.4 billion. Over the period, the export growth reached an average of 20% per year.

The decline of pulp prices in the international market reduced Chile export value in the following year (1995). In 1996 and 1997, total exports of forest products were maintained at US$1.8 billion.

Over the years, Chile was able to penetrate Asian markets. The Asian crisis therefore had a strong impact on Chile’s exports. In 1998, as a result of the Asian crisis, Chile’s export value dropped by almost 10%. Practically all wood product exports declined. The exception was mouldings: exports in 1998 were increased by 28 % over the previous year. This was basically a result of the good market in USA.

During the Asian crisis, Chile was basically able to maintain export volume. The reduction in export value is a reflection of the decline in prices.

Table 4.51 – Exports from Chile (US$ Million)

Products
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

Primary
596,5
655,6
709,2
902,7
875,0
1.204,8
1.923,1
1.321,8
1.246,7
1.162,5

Pulp
321,8
319,5
308,8
529,1
467,4
717,7
1.270,4
764,4
689,2
692,3

Panels
14,7
22,2
33,4
34,6
60,3
82,1
80,7
96,2
110,4
86,6

Sawnwood
99,6
135,8
142,8
112,8
135,3
158,1
222,9
185,6
217,4
176,9

Chips
83,8
109,3
151,5
164,0
137,3
163,5
232,8
170,9
147,0
130,6

News print paper
71,2
63,9
67,7
56,8
68,8
77,2
111,3
98,0
76,6
69,1

Others
5,4
4,9
5,0
5,4
5,9
6,2
5,0
6,7
6,1
7,0

Secondary
88,5
95,1
89,5
101,9
146,3
169,9
189,9
264,9
354,7
323,8

Processed lumber
34,6
39,6
37,1
31,6
45,2
32,0
32,3
43,6
79,1
74,0

Doors and Frames
11,8
8,8
10,2
23,4
40,6
63,5
73,0
120,5
122,5
69,6

Mouldings
13,2
16,0
14,7
18,3
26,7
34,4
44,4
53,5
87,3
112,0

Furniture
8,6
11,8
21,5
23,7
29,8
34,0
33,0
33,0
44,8
46,1

Others
20,3
18,9
6,0
4,9
4,0
6,0
7,2
14,3
21,0
22,1

Other Products*
98,6
104,6
114,4
121,2
185,8
189,6
256,3
221,2
228,5
174,3

TOTAL
783,6
855,3
913,1
1.125,8
1.207,1
1.564,3
2.369,3
1.807,9
1.829,9
1.660,5

* Includes: silvicultural products, paper, paperboard and other paper and paperboard products 

SOURCE- INFOR and STCP data bank.

Figure 4.106 presents information on export prices for radiata pine logs over recent years.


[image: image14.wmf]0

10

20

30

40

50

60

70

80

90

1985

1986

1987

1988

1989

1990

1991

1992

1993

1994

1995

1996

1997

1998

US$ FOB / m³

LOGS FOR SAWNWOOD

LOGS FOR PULP


Figure 4.106 – Evolution of Radiata Pine Logs Export Price from Chile

Basically, the price of logs exported by Chile increased over the years. A decline started in 1997. As a result of the Asian crisis, prices of radiata pine sawnwood logs exported by Chile decreased by around 23% in the last two years. This is a significant change, but of course, the impact on radiata pine logs was much less than for tropical logs. In some cases, over the same period, tropical log prices declined by more than 50%. 

Information on average price evolution for radiata pine sawnwood and processed products is presented in figure 4.107. Log prices were also affected by the international market downturn. Most of the price reduction was faced in 1998. Sawnwood prices declined by approximately 20%. Processed wood was less affected. 
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Figure 4.107 – Evolution of Radiata Pine Sawnwood Export Price from Chile

4.4.2 USA

Exports of softwood logs and lumber by the USA have been influenced over the 1990’s by supply constraints with forests removed from production on environmental grounds. Softwood logs exports fell from 12 million cubic meters in 1993 to 9.4 million in 1997. A sharp fall, estimated at around 40% in 1998 compared with 1997 indicates problems with markets in Asia 

Softwood lumber exports fell from 5.4 million cubic meters in 1993 to 3.3 millions in 1997 (see table 4.52). A sharper fall, based on estimates for the first nine months of 1997 and 1998, also of 40%, indicates problems in the Asian market. It also reflects growth in housebuilding in the USA.

      Table 4.52 – USA Exports – Softwood Lumber

YEAR
Japan
EU
Canada
Others
TOTAL

1989
3.439
936
1.078
2.424
7.877

1990
2.700
972
998
4.182
8.852

1991
2.561
1.012
861
2.639
7.073

1992
2.368
941
741
2.067
6.057

1993
2.507
573
630
1.693
5.403

1994
2.259
542
672
1.425
4.898

1995
2.057
474
736
1.146
4.413

1996
2.031
420
736
1.031
4.218

1997
1.632
486
775
1.137
4.030

      Source: US Timber Production, Trade, Consumption & Price Statistics - USDA

Hardwood log exports by the USA increased by 35% over the period 1993-1997 and reached a total of 1.45 million cubic meters. Information on hardwood logs exports are presented in table 4.53. 

Table 4.53 – USA Exports – Selected Countries – Hardwood Logs (thousand m³)


1993
1994
1995
1996
1997
1998

WORLD TOTAL

Of which:
1.074
1.195
1.213
1.147
1.449
1.502

Japan
140
114
119
115
117
82

Indonesia
34
42
39
53
54
42

Taiwan Prov. of China
37
37
34
34
39
23

Hong Kong S. A. R.
1
1
3
6
17
20

Rep. Korea
55
40
45
36
27
13

Malaysia
2
3
5
3
2
4

SUBTOTAL ASIA
275
241
249
251
263
192

Source: Wood Products International Trades Foreign Markets / US Bureau of Census, AHEC

Total exports in 1998 were higher at 1.5 million m3. On average between 1993 and 1999, Asian markets imported about 20% of the total. Shipments to S.E. Asia fell from 60,000 m3 in 1997 to 48,000 m3 in 1999: a drop of 19%.

Data on recent exports of hardwood lumber by USA are presented in table 4.54. Hardwood lumber exports also increased between 1993 and 1997 reaching 2.89 million cubic meters in 1997, an increase of 27%. In 1998, the total fell by 13% to 2.5.million. Shipment to S E. Asia fell from 95,000 cubic meters to 81,500 - down by 14%.

Table 4.54 – USA Exports – Selected Countries – Hardwood Lumber (thousand m³)


1993
1994
1995
1996
1997
1998

WORLD TOTAL 

Of which:
2.274
2.368
2.495
2.572
2.890
2.502

Japan
277
232
252
237
246
137

Hong Kong S. A. R.
26
45
72
98
126
119

Taiwan Prov. of China
194
189
172
153
152
115

P. R. China 
3
5
15
20
34
33

Rep. Korea
57
87
88
97
96
32

Malaysia
18
7
12
14
13
17

Indonesia
7
10
15
12
17
17

SUBTOTAL ASIA
609
605
668
682
733
507

Source: Wood Products International Trades Foreign Markets / US Bureau of Census, AHEC

Evolution of hardwood plywood exports by USA over the recent years is presented in table 4.55. Hardwood plywood exports showed no discernible trend over the 1993-1997 period varying between 216,000 m3 and 239,000 m3 but there was a sharp fall to 174,000 m3 in 1998 – a decrease of 17%. Shipments to S.E. Asia were only 570 m3 in 1997 and rose to 1400 m3 in 1998.

The USA has had a dynamic approach to promotion and market development for hardwood products and, taking hardwood lumber as an example, has been successful in opening up markets in many parts of the world. This to some extent insulated its hardwood export trade from the worst effects of the Asian crisis. 

    Table 4.55 – USA Exports – Selected Countries – Hardwood Plywood (thousand m³)


1993
1994
1995
1996
1997
1998

WORLD TOTAL

Of which:
236.739
216.058
221.521
238.955
224.823
174.144

Japan
26.829
19.051
24.999
11.899
13.164
5.985

S. Korea
2.664
1.603
3.325
3.049
1.475
1.830

P. R. China 
256
141
841
-
262
479

Hong Kong S. A. R.
351
67
34
1.749
152
2.259

SUBTOTAL ASIA
30.100
20.862
29.199
16.697
15.053
10.553

               Source: Wood Products International Trades Foreign Markets / US Bureau of Census, AHEC

4.4.3 – RUSSIA

Logs from eastern Russia have made a significant impact in Asian markets. For example, China’s imports of logs totalled 4.2 million m3 in 1997 and 23% came from Russia.

Japan has been importing Russian logs for sometime. In 1994, it imported 4.5 million cubic meters and by 1997 the figure reached 5.8 million.

Estimates for 1998 were that there had been a very large fall to about 4.3 million. Russian larch is used in Japanese plywood mills because there is a plentiful supply and prices are low. Increasing volumes of softwood logs are used for plywood manufacture in Japan. They are of smaller diameter than tropical logs and, as pointed out in the ITTO report on Impediments to Market Access for Tropical Timber (ITTC XVI/9) once plywood mills have installed equipment for smaller softwood logs it is not easy to revert to using tropical logs.

So far, South Korea has increased its use of New Zealand radiata pine logs to nearly 50% of all log imports but contributions from Russia are still very small. In 1997, total log imports by South Korea was 1.4 million m3 of which 684,000 m3 came from New Zealand and 40,000 from Russia.

Taiwan Province of China also relies mainly on New Zealand for softwood logs.

There appears to be considerable scope for Russian log sales in the Asia region and expansion is probably only handicapped by commercial problems.

4.4.4 – NEW ZEALAND

Information on log exports by New Zealand over recent years, by destination, is presented in table 4.56. Logs exported by New Zealand are basically radiata pine from plantations.

The crisis hit New Zealand log exports through loss of business in South Korea and Japan, the two biggest customers.  In 1996, these two countries bought 5.2 million cubic metres of New Zealand logs, equivalent to 92% of total log exports.  In 1998, South Korea and Japan imported 3.6 million cubic metres, representing a very large fall (31%) of 1.6 million cubic metres.  

Imports by Taiwan Province of China and Thailand also demonstrated substantial proportional falls.  Development of business in India and the United Arab Emirates did not offset loss of sales.  Unit prices (NZ dollars) also declined.

     Table 4.56 - New Zealand - Log Exports (thousand m3)

COUNTRIES
1996
1997
1998*

South Korea
Japan
Philippines
China
Hong Kong S. A. R.
Taiwan Province of China
Thailand
Malaysia
Indonesia
India
USA
Others
3086
2104
136
81
20
127
27
5
x
–
54
1
3046
1984
126
70
28
160
56
3
2
149
38
8
1863
1780
111
89
14
80
5
3
–
189
47
41

TOTAL
5641
5670
4222

      x=less than 500m3; *=year ended 30 September 1998.

        Source: NZ Ministry of Agriculture & Forestry

New Zealand's sawn wood exports go to countries throughout the Asia Pacific region. Statistics showing the country’s sawnwood exports over recent years are presented in table 4.57.

Australia, Japan and the USA between them took over 70% of the total in 1997.  Over the three years 1996/1998 total sawn wood exports showed a generally upward trend, with gains in Australia, USA and the Middle East in 1998 making up for substantial shortfalls in Japan and South Korea. Unit value (NZ dollars) also held up.

     Table 4.57 - New Zealand - Sawn Timber Exports (thousand m3)

COUNTRIES
1996
1997
1998*

Australia
Japan
South Korea
China
Hong Kong S. A. R.
Taiwan Province of China
Thailand
Philippines
Indonesia
Malaysia
Singapore
Vietnam
Pacific Islands
USA
Others
292
269
89
4
21
79
23
15
6
1
6
1
16
136
2
318
321
79
8
28
123
23
18
17
2
6
2
17
191
1
369
248
46
9
39
125
19
15
12
2
11
3
16
221
13

TOTAL
960
1154
1148

     *=year ended 30 September 1999.

      Source: NZ Ministry of Agriculture & Forestry

New Zealand's plywood exports over the three years 1996/1998 remained fairly constant in totals (see table 4.58). There was a 37% fall in shipments to Japan, and markets in Taiwan Province of China and South Korea faded.  In their place, Australia doubled its plywood imports.

Particleboard exports declined by 37% over the three years, but overall volumes are small compared with logs and sawn timber.

In general, New Zealand felt the impact of the Asian crisis strongly.

   Table 4.58 - New Zealand - Plywood & Particleboard Exports  (thousand m3)

COUNTRIES
1996
1997 *
1998 *


PLYWOOD
PARTICLE-BOARD
PLYWOOD
PARTICLE-BOARD
PLYWOOD
PARTICLE-BOARD

Japan
Australia
Taiwan Prov. of China
China
Hong Kong S. A. R.
Singapore
Thailand
South Korea
Pacific Islands
Philippines
Indonesia
USA 
Others
59
24
9
–
8
2
1
3
1
-
-
1
x
83
15
2
1
6
1
–
2
x
1
4
x
-
53
26
6
–
10
x
1
1
2
-
-
x
x
85
11
2
x
5
1
–
1
x
x
3
x
x
37
50
2
–
9
-
-
-
2
-
-
1
x
51
19
x
1
2
x
-
-
x
x
-
-
-

TOTAL
108
115
99
108
101
73

   x=less than 500m3; *= year ended 30 September.
   Source: NZ Ministry of Agriculture & Forestry

4.4.5 – sWEDEN

Sweden's sawn wood exports rose from 6.5 million cubic metres in 1990 to reach 11 million cubic metres in 1996.  The biggest market is the E.U., which takes in excess of 70% of Swedish sawn wood exports.

Japan purchased more than 400,000 cubic metres in 1996 and again in 1997, which represented only 4% of Swedish sawn wood shipments.  This fell to 300,000 cubic metres in 1998 (3% of exports). 

The impact of the weakness in Japan was comparatively small, being less than a 1% fall in a year when overall swedish sawnwood exports rose from 10.9 million cubic metres to 11.1 million cubic metres.
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