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1. The Industrial Development Board of UNIDO, at its fifteenth session
held from 15 to 30 May 1981, decided to include the First Comsultation on
the Wood and Wood Products Industry in the programme of Comsultation Meetings
for the biennium 1982 - 83.

In accordance with the above-mentioned decision the First Consultation on
the Wood and Wood Products Industry will be convened in September 1983.

2. The ad-ho¢ Experts Group Meeting, which took place in Vienna from 5§ to 7
October 1981, in order to discuss the work programme for the Consultatiom,
recommended that regional preparatory meetings should be held in Africa, Asia
and Latin America. The aim of these meetings is to review the status of tne
Wood and Wood Products Industry in the Region, to identify comstraints to
the developrent of this sector in developing countries of the regiom and to
select regional priority issues for discussion at a 3lobal Preparatory
Meeting. :

3. A Regional Preparatory Meeting for Asia will be held for this purpose
in Manila from 22 to 26 March 1982.

4. The present discussion-paper interds to summarize major tremds in world
production and trade of the sector. It also proposes rnajor probleam areas

in which there is scope for intermatiomal action to overcome comstraints to
the development of the sector ir the Asian regiom.
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I. FRESSNT SITUATION OF TEE SECTOR

PRODUCTION AND RESOURCES

5. About half of the world's area of cliosed forest and other woodlands -
vhich is preseutly estimated at about 4.000 million hectares — lies in the
developing world. However, the share of developing couniries in world pro-
duction of primary processed wood is only between 11 and 12 ¢ for the mzin
products. In world production of unprocessed wood - arcund 3.000 million m3
of rouniwood per anmum - developing countries accoumt for 50 %, but more

than 80 € of that production is fuelwood.

6. Production of industrial roundwood, which represents nearly half cf the
world production of unprocessed wood is meinly located in developed countries
(844), developing countries accounting for orly 16 %. The share of developing
countries in world production of primery processed wood is around 12 % for
sawnwood and less than 11 4 for wood-based panels. For secondary processing
data is not available but the share is probab’y =ven lower. The comtrast is
very striking if per caput consumption of tL: main processed wood products

is considered. Consumption of sawnwood is 15 times higher in developed thLan

in developing countries, whereas for wood~based panels the relation is 50 to 1.

7. FPFuelwood represemnts the other half of the production of unprocessed wood
- 1.500 million m° in 1979.-. Developed coumtries consume only 20 % of this
total, whereas comsumption in developing countries accounts for tha rest.
Wool, cut and carried home by the family is the only source of domestic
energy for millioms of the very poor and upward of 1.500 million people pre-~
sently depend on wood for cooking their daily food ard keeping warm.-

8. The contribution of the wood processing sector in developing countries

to their economic and social development is far from being optimal, This

is not surprising in view of the fact that while for example during the

decade 1968 - 78 exp~zis of logs in Asian region increased by 8,3 % in volume
anmually, local preduction of sawnwood grew only by 2,0 % anmually - well below
the increase of manufacturing as & whole -. '

1/ Agriculture toward 2000, Fi0, C/79/2¢, Zome, 1979, p.125.




9. The potemtial of this sector in the creation of employment has not
yet been effectively realized in many developing countries. Employment
in forestry and logging of industrial wood was estimated to have been
in 1975 of 2,9 million man-years and of 3,6 million man-years in the

primary industries producing sawn wood, panel products and pulp and paper.

Any increase in production or shift of production from developed to de-

veloping countries would have far reaching effects on employment. Thi. would

be specially the case in secondary processing, which is as a whole more
labour intensive than primary processing.

Table I

Production in 1979

ROUNDWOGD FUELWOMD INDUSTRIAL
+ CHARCOIL ROUNDWOCD
(including
1.000 COM - Pulpwood)
Developed
countries 1.483.987 (49,%)  295.300 (18,4%) 1.188.687 (83,7%)
Developing
countries 1.536.569 (50,9%) 1.304.365 (81,64)  232.204 (16,3%)
World 3.020.556 1.599.665 1.420.891
SANNNOD WOD-BASED PANELS
+ SLFEPERS
Developed countries 391.884 (87,7%) 95.509 (89, 4%)
Developing countries 55.095 (12,¥%) 11.306 (10,6%)
World 446.979 106.815

Source: Yearbook of Forest Products, FAO, 1979




Table II

Forest Area

2

Closed Forest Other Woodland

million hectares

Warld 2.840 1.05%

Developed market

economies 700 255

Centrally plammed

soenaies 945 135

De- lopipg market

8 0Momi ¢ 1.195 615
Africe 205 400
latin America 680 130
Asia 310 35

Source: Agriculture: toward 2000, op. cit. p. 130
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TRADE

10. Porest products comstitute a major component in intersational trade
with certain regions being heavily dependent on imports for their current
level of consnmptian. The current value of internatiomal trade of forest
products increased from $ 6.700 million in 1961 to $ 53.460 million in 1979.
Over the past two decades the wolume of trade has grown at 5 per cent per

anmime.

11. Although more than 80 per cent of industrial forest products trade

"originates and terminates in developed coumtries, developing countries have

assumed a significant positiom.

The value of exports of forest pro&ncts from developing countries increased
from $ 530 miilion in 1961 to $ 7.114 million in 1979. The bulk of these
exports is represented by sawlogs, sawnwood and wood-based panels which
amounted to $ 6.090 million in 1979, that is 85 % of the total. In value
terns Asia, wkere there has been a spectacular growth in exports of
roundwood, sawnwood and plywood, is the main exporting regiom, accounting
for 67 % of exports from developing countries.

12. Developing countries are major exporters of hardwoods: exports (fob) of
hardwood sawlogs amounted to $ 3.476 million in 1979 and 88,3 % of this value
was supplied by developirg countries. Imports (cif) of hardwood sawlogs were
up to $ 6.161 million in 1979 and developed countries imported 77 % of the
total. The difference between fob and cif prices reflects the incidence of
high transport -costs, a point which will be discussed later in this paper.
Developing countries also exported $ 1.380 million of sawn nardwood (55 %.

of vorld's total) and $ 1.282 million of plywood (52 % of world's total).

13. Trade of these products is linked to specific markets. Nearly all

logs from West Africa and Latin America go to Western Europe, nearly all
those from Souta-East Asia to Japan, who is by far the largest importer in the
vorld of sawlogs and veneer logs both coniferous and non-coniferous species.
The market for West African processed wood is Burope which also is the mair
outlet for sawnwood from Latin America and for plywood from South-East Asia.

The siructure and changes in developed countries! imports of wood products

from developing countries are reflected in taole III.The trend seems to be

N




towards higher stages of processing but the importance of developing

countries as suppliers of unprocessed wood remains vuchanged.

Table III

Percentage distribution
of wood and wood products' imports | Market share

. in.developed countries of developing
by stage of processing countries
Average Average Average | Average
1970-72 *978-80 1970-72 | 1978-80

F-om Total From Total
developing| im- |developing| im-
countries|ports| countries|ports

Wood
1. Wood in the rough 60,9 30,6 55,0 28,6 52,8 52,7
2. Wood, shaped amd _

plywoad 36,1 62,3 40,9 62,0 15,4 18,1
3. Manufactures 3,0 T,1 4,1 9,4 11,1 12,0

Source: UNCTAD, The process and marketi of primary commodities,
T0/B/C.1./ Pslc'r7'. 23, Geneva 193'_—“'1. -
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¥ain Wood Processing Countries in Asia
in 1979

Sawnwood Plywood All Hdood-based
1000 CUN Panels
China 19.252 1.527 1.817
India 4.T70 180 251
Indonesia 3.975 525 526
Japan 38.912 8.400 10.220
Korea R.‘p- 3. '139 ZOm 2.399
¥alaysia 5.247 80 679
Thilippines 1.445 03 1.210
Thailand 1.825 80 14
Total Asis 35.396 14.861 18.954
Percentage of world total (19,1%) {34,48) (17,7%)
¥ain Wood Producing and =Zxporting C.umtries in Asia
in 1
Production Exports
Roundwood Industrial Hardwood Hardwood

Roundwood sawlogs + sawlogs +
venser logs veneer logs

1000 CUM
China 212.511 61.943 12.553 -
India 215.952 14..536 T7.395 -
Indonesia 159.247 29.809 26.900 19.407
Japan 34.012 32.145 3.879 -
Yalcysis 43.205 32.612 31.459 16.084
Philippines 34.614 9.325 6.578 1.248
Thailand 37.421 5.205 3.030 -
Vietman 63.095 2.706 1.200 -
Total asia 1.021.£01 213,223 98.302 37.093
Fercenzage I (33, (13,07, (40, £.; (78,3
worid total
Total World 3.020.556 1.420.391  243.402 41.382

Source: FAO, Yearbook or Porest Products, 1979.
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II. PRISCIPAL PROBLEM AREAS

A. AVATLABILITY OF RAW MATERIAL

14. The rapid expansion of log exports to other Asian countries and outside

the region, which bas been taking place during the last two decades in South-
east Asia, will no* go on indefinitely. On one side producing countries are
going more into processing and on the other side resources are not inexhaustible.

Removals for industrial purposes in Asiz are presently twice as high as in
Latin America, for a forest area half as large. Due to serious overcutting
and clearance of forests for agriculture the log supply will be leveling of
or declining in the future.

15. However, unexploited areas still exist in the region. Although for
traditional suppliers the period of fulure exploitation at the current basis
of cutting is limited, there remain considerable unexploited or little ex-
ploited areas upich are presently characterized by difficulty of access.

16. Tropical forests are currenmtly being logged for only a few selected
species. Removals of industrial wood from areas peing logged in the tropical
forest are usually limited to a selected, amd often small, portion of Zrowin~
stock, with many species and grades left unharvested. There is agreement
about the need to promote the use of lesser-known hardwood species, even
more considering the fact that some of the better-known species are fast
being- depleted. Promotion of lesser known species will require a deliberate
effort from the producing countries, since the logger will not extract them
unless thereis a demand for them, and logging and transport costs are of the
same order of magnitude whatever the specie.

17. To regulate the production of wood on a long term sustained-yield basis
inventories will have to be established and stronger forest services will be
necessary. darvesting systems aimed at the preservation of the forest resour-
ces will have to be implemented to emsure the most rational use of the bio-
mass. Since removals rarely exceed 10 % of the growing stock, the comversion
of wastes into marketable products either by their use as raw material for
gsemi-finished products (e.g. panels), for the proiuction of energy (charccal)
or for semi-chemical products (paper pulp) has %o be considered. Also for

the rational use of the biomass new developments, like the production of

metnanol tnrough gasification of tne biomass nave to be taken into acccunt.




18. Forest plantations offer the prospect of appropriate supplies in the
proa.mity of consuming centres. While tropical moist forests produce 3 to 4
subic metres of logs per hectare per year, of which only 0,5 to 2 cubic
metres are saleable, with the planmtation of tropical pines it is possible

to produce about 20 cubic metres per hectare a year of homogeneocus raw wood.
These considerations together with the escalating demand for forest products
explains the consicerzsle Zevelcpment of men—made piantations ir asia during
the last two decades, arriving in 1980 at a total area of 5.111.000 ha. Y
However, it musi be recognized that, due to their location, plantations will
not replace natural regeneration of existing foresis and, although harmless
to the environment if of limited size, their effects on a larger scale have
still to be ascertained.

19. The declining availability of raw material will have different effects.
Log producing countries will undoubtedly increase local processing of their
raw materials. So-called "transit processor countries” will probably have
to accept serious restructuring and orient their indusiries toward products
requiring highly skilled manpower. Substitution of traditional products by
new ones based on the utilization of what is currently considered wastes or
commercially less accepted species, will probably‘ be the path to be followed
by wood deficit countries producing for the domestic market.

y Forest hesources of Tropical Asia, FAO/UNEP, 198, p.70
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B. PRIMARY AND SECONDARY PROCESSING:
THE NEED TO STRENGETEN FORWARD INTEGRATION

20. Wood being a bulky commodity with very high transport costs, it is some-
wnat surprising that processing should still be located mainly in de-
veloped countries. The reasons for the presemt location of processing
facilities are of course diverse. Some of them are political and related

to5 the inheritance vy indepenient couniries of the traditiomal colomial
pattern or to the political risk involved in the establishment of mam-
factures. Others are comnected with his:orical situatioms which tend to
accumilate and take the form of extermal economieslike the existence of a
more complete range of supporting services and infrastructure or the availa-
bility of manpower.

21. However, two factors seem to affect directly the profitability of wood

processing industries in developing vis-3-vis developed countries. Ome is the
existence ir industrialized countries of -markets for residues from processing
industries and the other the fact that effective yields and productivity are

higher in developed countries.

22. The opportunities for using residues are greater in the industrialized
log~importing thau in the tropical timber exportirng countries, so that pro-
cessing lesses are reduced in the former. Whereas in the developed couniries
a coasiderable part of wastes from forest and residues from cutting are used as
a raw material, in developing countries their use is still extre.ely low. Con-
siderable research and adaptation of exisiing processing methods has yet to
be done in order to ensure the widest possible utilization of the available
raw ma*~rial and the integration of different production processes. This will
come about by a) the re-utilization of residues of one end product as a raw
material for another, b) utilization of semi-finished products out of one
production process as base or intermediate product in another process, amd

c) by recycling wastes and residues to produce energy or other byproducts.

23. Among the various possibilities to turn production residues into new
products, the production of particle board and fibre-voard are the most
interesting ones. The possibility of producing them depends however on the
market. In developing couniries the use of these produc:s in construction, for

furniture and for interior .ecorations is still very low and exports are not

competitive due to nign production end Srenzat ¢ogta. Looer sossitle uses of
recgidues are cement-tonied zarticle .caric and slass Dor sonstruction. Sere

again the development of tne products depends on :he domestic merket.
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24. The conversion of wood residues into marketable products being sometimes
difficult in developing countries, the alternative is to use them to provide
additional energy. This involves further investment but helps to reduce pro-
duction costs. Adequate methods have still to be developed for recycling hard-
wood residues.

25, The development and integration of production processes using as a2 base

or ar. intermelizte product the product of anotrer iline would permit the in—
crease of value-added. Also the establishment of a great diversity of production
lines like: parguets, panel and flush doors, windows and window frames, furniture,
~ timber engineered products such as gluelam, etc. ensures an integrated use of

the raw material, since it admits the use of a greater variety of species.

26, Although there is nothing inevitable about it, effective yields in pro-
cessing units tend to be higher in developed countries than in similar plants
in developing countries. This is due %to the type of equipment utilized as

well as to the more skilled labour force. To be able to compete :Lntemtiona:uy

or to meet national goals, an improvement in productivity is necessary.

27. Training for technicians and supervisory/management personnel seems to

be- an inevitable prerequisite for an increase in efficieny. An improvement of
the skills to run machinery has to go hand in hand with increased capability
of managers to choose ademuate equipment and to organize the production process
and the availatility of designers, timb~r engineers, etc.

25. Much wood processing in developing countries is done in small units which
use old, poorly maintained equipment, the result being that production levels
are low and wastes unnecessarily high. The provision of adequate improved
technology aimed at the reduction of westes and the improvement of quality seems
to be required. In medium or large sized units there seems to be need for an
adaptation of the sophisticated meth~isof processing used in developed countries
to local conditions. Productive factor proportions being different 'in develo-
ping countries there is need for more efficient but not necessarily labour

saving methods, like Low Cost asutomation Systems.

29.. The development of the industry will call for increased local production

of the necessary ecuipment and ancillary materials (glues, nardware, etc.).




C. TRANSPCRT PROBLEMS

SHIPPING

30. Shipping costs make up a remarkably high proportion of export unit values
in wood and wood products trade. This is due to the fact that timber is a
bulky commodity and that it has to cover comprratively long distances from
producing to consuming couniries. The rziio of the cif to the fob value, whicx,
provides a measure of the incidence of internatiomal transport and insurance
cosis, shows that in the case of industrial roundwood freight rates related to
fob prices are between 55 and 77 % in the case of non-coniferous sawlogs. The
magritude of transport payments involved is therefore very considerable. Ascor-
ding to available statistics $ 2.500 million annually are involved alone in

the non-coniferous sawlog trade.

31. BEmpricial investigations have shown that liner conference freight rates
are administered prices and that the key factor influencing the structure of
freight rates is normally "charging what the traffic will bear". In the wood
trade this is reflected in two ways. On one side freight rates for similar
distances can be completely disimilar and on the other side rates temi to
increase with the degree of fabrication and therefore di-. riminate against
the exports of processed products. ‘

32. Since shipping lines are mainly in the hands of importing countries, pro-

ducing countries do not normally participe adequately in the process of fixing
freight charges and in the substantial revemue generated by the trade.

33, Given the expenditures involved in shipping, one of the key questions
is how they can be reduced by improving or rationalizing shipping services.
Part of the log trade in Asia is already being done with purpose-built bulk
carriers at considerable saving. However, for the transport of sawn wood, due
to the smaller and dispersed nature of shipments conference lines are used
with considerable loss for the countries.

34. There geems to be scope for different actions to improve the present
situation for example by assisting countries in their negotiations of freight-
rates, or by the development of iransport cost saving methods, like changing
from the use of liners to chartering shipping. Port infrastructure will also

qave to oe developed to nancle semi-manufacitured and manufectured products.
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J. MARKET ACCESS AND MARKETING

35. Access to markets is not the only factor affecting the potential for
increased processing in developing countries, but it is an important ome.
Eapirical studies have shown that import tariffs for wood products in developed
countries tend to escalate with the degree of processing. Primary products

such as logs and roughly sawn lumber are generally admitted free of duty. Market
access proolems appear only wren products with a higher degree of processing are
imported. '

36. GSP schemes; which are designed to emcourage trade from developing countries
Jhave a series of restrictions for processed wood priducts. For instance, the

GSP in the EEC provides a rather limited duty free quota for plywood, but
‘countries have to face a rather high tariff in terms_of .effective protection after
this quota bas been cozpleted. In Japan plywood is not included in the GSP anmd

in the United States plywood of the species produced in South-East Asia is

subject to the full MFN rate.

37. Many countries lack the adequate market machinery to be able to promote,
sell and distribute their own produciion. This evidently limits their possi-
bilities to diversify exports, either by the introduction of new species, the
inclusion of products witha higher level of processing or the search of new
markets.

38. Improvement of trade relations depenis in a high degree on standardization
of qualities. The need tc barmonize grading systems is widely recognized, as
well as the necessity that it should enable a maxrimum utilization of the
highly heterogeneous composition of the tropical forest. Various systems and
even scalings are currently in practice in the region. There seems to be scope
for actioms towards standardization of grading rules and procedures, including
sellers ami buyers comtracts.

39. No industry, even the most export-oriented, can be profitable without

an sdequate linkeage witn the local market. This is true for the production of
panels out of cutting residues as well as for rejecis in furniture mamufacture,
wnich have to be so0ld locally. There erists, therefore, a need to strengthen
local markets for mamufactured products.
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40. A large part of the Asian wood processing indusiry uses obsoclete and poorly .

maintained equipment and outdated production techniques. In sawmilling, for
example, wasteful circular saws and manual nandling methods are still used in
most of the enterprises and are respomsible for low levels of efficiency amd
productivity. Also, veneer and plywood manmufacturers nave much to learn about
rroiuction technology for vemeser peelin:z, vaneer drying, gluing end sonding

as applied to their respective timoer species input.

41. Adequate channels should be devised to ensure that technology is transfered
from developed countries to developing countries and that it is adapted to
local needs and resources. This may come about through assistance in research
and development ani through joint-ventures in production.

42. There is need to establish or sirenghten imstitutioms whose objective is
the development of new technologies and the adaptation of existing omes in
order to make ther more suitable and respunsive to the conditions peculiar to
each count -. Alsc, more research will be needed in the development of new
products adapted to local supply of raw materials (increasing the use of
lesser-known species and wastes) and to the local needs. Closer cooperation
between research institutions in different countries and better communications
between those institutions and the industrial sector will be necessary.

43. Some countries have already started with the lcc ~oduction of machinery
and equipment for the wood processing indusiry. ” » of precision and
sophistication is lower than in developed countr +% in wany cases the
equipment is more sdapted to lccal needs and the cost is considerably lower.
This sector gives scope for increased intermatiosal cooperation with developed
countries to ensure the transfer ami adaptation of technology.
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ITI. REALLOCATION OF PRODUCTIVE CAPACITIZS IN TE= AREA

AND STRENGETENING OF REGIONAL COOFZRATIOK

44. Most wood producing countries in the region have fé)mla.ted and are
impleﬁenting policies to increase domestic processing and to promote exports
with higher value-added. Indonesia's efforts to increase plywood production
arnd its reduction of log exports will undoudbtedly affect ine regionzl scene.
On the other namd itir.er deficit couniries are experiencing difficulties

to maintain production levels due to shortages in raw material. This is the
case in Ja}un,’ Korea and Taiwan province of China, but alsc in developing
sountriee like Indiz and Thailand.

45. In many wood importing countries processing facilities were established
in other circumstances and they bear now no economic relation to resource
availability, and are outmoded and operating inefficiently. Restructuring

is therefore a necessity and is already under way. Tne degree of restructuring
will of course differ from country to country. In Japan the lack of raw ma-
terial might bring about a switch by existing plants which rely at present

on imported hardwood to softwood logs both locally grown and imported. The
adaptation of existing equipment to softwood would be a step with far reaching
implications for developing producer countries.

46. Extensive restructuring will also be necessary in "transit" processor
countries like the Republic of Korea or Taiwan Province of Chira which will
probably have to find ways to cope with the declining availability of raw
material and rising energy cost. Their future development will probably be
based on a greater reliance on more added value products, capitalizing on the
abundant and highly skilled labour force available and specializing in down-
stream processing.

47. Developing countries with 2 well established wcod industry like India
and Thailand might find it useful to enter arrangements with timber pro-
ducing countries in order to ensure a steady supply of raw material and
intermediate products for iheir industries. Further use could also be made
of lignocelulosic agricultural residues and annual plants.

2. This new situation of reduced availavility of raw Taterials and of
increzsed domesiic processing in wood producins courniriec gives scope o

zacgperative arrznsemenss ietuwesr fevelipad cencumer and iaveloping proiucer




countries to create new contractual arrangements. These should, as it is '

happening already, ensure increase on the spot processing and at the same

time guarantee a steady supply of intermediate or finished products for in— '
dustry in developed countries. Furthermore, a certain division of labour is

bound to emerge in which countries will have to decide on what products they

are going to specialize. The unimpeded operation of competitive market forces

mignt create a situation of overproduction, harmfull to the aims of develoring
countries. Jomplementary zgreements Jetlween sroducing couxntries estaciisiing

specialization patterns mignt be 2 way to cope with such a compiex situationm.

. Trade and industry associations for the wood and wood products industry
are well established in Asia, like the South-East Asian Lumber Producers
Association (SEALPA), the recently organized Asian Plywood and Panels Federa-
tion (APPF), the Asean Federation of Furniture Manufacturers Associations
(AFPMA) and the Asian Federation of Furniture Industries Associations (AFFIA).
Sa far their action has been oriented towards the exchange of information
among members, the representation of their sector vis-d-vis their local govern-
ment, and - indirectly - in the setting of product price levels. Their function
could be usefully expanied in the future in order to undertake co-operative
efforts in training of manpower, technology and research and development.







