CHAPTER Il

World Markets for U.S. Wood Products
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CHAPTER I

World Markets for U.S. Wood Products

Summary

The United States is a major importer and
exporter of wood products. Since 1950, U.S.
exports of forest products, in constant (de-
flated) dollars, have risen 400 percent, while
imports have increased by roughly 75 per-
cent. Although the United States is still a net
importer of forest products, the balance-of-pay-
ments deficit has narrowed, particularly since
1978. This is due primarily to increased exports
of pulp and paper products and decreased im-
ports of lumber caused by a precipitous decline
in the housing market.

Growth in world demand for forest prod-
ucts may result in a 50-percent increase in
consumption by 2000. In the next several dec-
ades, therefore, the United States has many
unique opportunities to increase its exports,
particularly in paper products. It has both the
manufacturing capacity and the forest resource
needed to expand production, and, unlike that
of many traditional wood-producing nations,
its inventory is increasing and accessible. This
gives the U.S. forest products industry a sus
tainable advantage in world markets. Many of
the world’'s forests, especiadly in Latin America
and the eastern Soviet Union, are remote and
inaccessible, and the investment needed to
bring these forests into commercial production
may be prohibitive, Southeast Asia, another
major wood-producing area, has been heavily
deforested, and harvesting rates that prevailed
in the 1970's probably are not sustainable.

Most of the world's increased forest prod-
ucts consumption probably will come from
industrialized nations. Major foreign markets
for U.S. forest products in the future are West-
ern Europe and Japan, which will probably rely

more heavily on U.S. woodpulp and paper. Pro-
motion of U.S. homebuilding techniques may
be instrumental in expanding markets for lum-
ber and panel products as well. U.S. producers
will have little trouble increasing exports of
raw materials such as logs, wood chips, waste
paper, and woodpulp, The United States also
is in a favorable position to expand its exports
of linerboard.

A wide variety of trade barriers, however,
will limit the ability of the United States to
expand its exports of processed products such
as lumber, panels, and paper. Efforts to ease
or eliminate some of these barriers are under-
way, athough there is little likelihood that the
United States will gain free access to Western
European and Japanese markets. In addition,
U.S. exporters are at a disadvantage on world
markets due to the overvaluation (strength) of
the dollar against foreign currencies and
worldwide recession, Improvements in these
financial conditions probably will stimulate ex-
ports of wood products even without substan-
tial progress in reducing trade barriers. The
formation of export trading companies, now
permitted under U.S. law, also may improve
the competitive position of U.S. exporters,

The United States probably will continue
to import substantial quantities of lumber,
woodpulp, and newsprint from Canada.
Canada’s proximity to major consuming
regions of the United States, the availability of
low-cost transportation, and the distribution of
the Canadian softwood resource combine to
make Canadian products competitive in U.S.
markets.
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World Markets for U.S. Forest Products

The United States has an unprecedented op-
portunity to expand its exports of many forest
products. There are three principal reasons for
this: 1) world demand for paper and solid wood
products are expected to grow rapidly, 2) many
established wood-producing nations are con-
fronted with diminishing wood supplies, and
3) the United States has both an abundant wood
resource and a highly developed manufactur-
ing capacity compared with most other coun-
tries.

The United Nations Food and Agriculture
Organization (FAO) projects that world de-
mand for industrial roundwood will grow by
about 2 percent per year for the next 20 years.'
According to FAO, consumption of paper and
paperboard is expected to increase by 75 per-
cent, wood-based panels by 55 percent, and
lumber by 25 percent between 1980 and 2000.”
Although these projections are not necessari-
ly accurate, they do point out prospects for
growth in world forest products consumption.
Much of this increase is expected to occur in
the developed countries of Western Europe,
North America, and Japan, although demand
for paper and solid wood products in develop-
ing nations is expected to increase as well.

Regional trends in industrial roundwood pro-
duction suggest that traditional suppliers can-
not continue to increase production at past
rates, and some probably will not even be able
to maintain present rates. Wood supplies from
the western Soviet Union, which are important
to Eastern and Western Europe, declined dur-
ing the 1970's and probably will continue to
decline. While the U.S.SR. has vast softwood
forests in Siberia, much of this area is inac-
cessible and manufacturing capacity is lacking.
Western Europe, which has depended on the
Soviet Union for some of its wood, can expand
its timber harvests somewhat, but probably not

'CitedinEnviron ment Canada,Policy Statement: A
Framework for Forest Renewal, Ottawa, Canada: Sept. 2, 1982,

p.2. . .
‘Cited i n+a Forest Sector Strategy for Canada, ' discussion
paper Sept. 30, 1981, p. 7.

enough to compensate for declining Soviet sup-
plies coupled with rising demand. Timber re-
sources in the Far East, which supply the ma
jority of Japanese wood imports, are shrinking.
Recent hardwood production levels in Far
Eastern countries outside Japan probably can-
not be sustained through 2000, and some of
these nations are beginning to restrict log ex-
ports.

Many Far Eastern countries, especialy Ja-
pan, will become more dependent on imports
from other regions to satisfy growing demand
for forest products. Although Latin America
has vast acreages of forests, it will probably not
become a major competitor with U.S. forest
products on world markets before the turn of
the century. The situation in South America
is similar to the Soviet Union's—forests are
remote and inaccessible, and the capacity to
process more than a fraction of the potential
harvest does not exist. Some past efforts to
establish forest products manufacturing indus-
tries in Brazil have failed, and the enormous
capital requirements to build South America
as a major world supplier of forest products
(other than pulp) by 2000 are almost certainly
beyond the means of these developing nations.

In contrast, the forest resource of the United
States is increasing. Between 1952 and 1977,
growing stock on its commercial forestland in-
creased nearly 20 percent.’Harvest levels have
been remarkably stable, from 10 billion to
14 billion cubic feet (ft°) per year since the early
1900's. U.S. forests can support substantially
larger harvests, even with increasing domestic
demand.

U.S. trade in forest products has different ef-
fects in different areas of the country, depend-
ing on the availability of supplies from foreign
and domestic forests and on manufacturing ca-
pacity (tables 5 and 6), In 1976, the Great Lakes

3,, S. Department of Agriculture, Forest Service, An Analysis
of the Timber Situation in the Undited States, 1952-2030, Forest
Resource Report No. 23 (Washington, D. C.: U.S. Government
Printing Office, December 1982), p. 113.



Ch. ll— World Markets for U.S. Wood Products . 51

Table 5.—Pulp and Paper‘Trade Patterns, by U.S. Region, 1976

Imports Major Exports Major Trade balance
Region (millions of dollars) supplier (millions of dollars) customer (millions of dollars)
Pacific Northwest. ., . 141 Canada 309 Japan 168
South Atlantic . . ... .. 15 Western Europe 449 Western Europe 434
Gulf................ 26 Western Europe 485 Western Europe 459
North Atlantic . . . . 341 Canada 354 Western Europe 13
South Pacific . . . 23 Japan 117 Asia 94
Great Lakes . ........ 755 Canada 238 Canada -517
North Central . . . . ... 158 Canada 19 Canada - 139
South Central . . ... .. - - 9 Mexico 9
Alaska . ............ - - 67 Japan 67

aExcluding waste paper

SOURCE" Sedijo and Radcliffe, Postwar Trendsm U S Forest Products Trade (Washington, D.C. Resources for the Future, 1980)

Table 6.—Solid Wood Trade Patterns, by U.S. Region, 1976

Imports Major Exports Major Trade balance
Region (millions of dollars) supplier (millions of dollars) customer (millions of dollars)
Pacific Northwest . . .. ............ 422 Canada 1,246 Japan 824
South Atlantic . . ................. 103 Far East 40 Europe -63
Gulf ... 130 Far East 54 Europe -76
North Atlantic . . . ................ 342 Canada 126 Europe -216
South Pacific. .. ................. 82 Far East 90 Japan 8
GreatlLakes . .................... 627 Canada 173 Canada -454
NorthCentral . . ................. 230 Canada 36 Canada -194
SouthCentral . . ................. 1 Mexico 6 Mexico 5
Alaska. .. ............ ... .. ..... 1 Canada 7 Japan 76

3Exciuding waste paper

SOURCE Sedjo and Radclitfe, Postwar Trends / U S Forest Products Trade (Washington, D.C Resources for the Future, 1980)

States and the North Central region were net
importers of paper and pulp, most of which
came from Canada, while other regions were
net exporters. Conversely, the Pacific North-
west, Alaska, and the South Central region
were net exporters of solid wood products, a-
though the trade surplus in the Pacific North-
west is much larger than the deficit in any
other single region. Efforts to increase exports
are likely to benefit the Pacific Northwest,
Alaska, and the Southern regions (South Atlan-
tic, Gulf, and South Central States). The Great
Lakes States and the North Central region,
which are close to cheap water transportation
and Canadian softwood forests, probably will
remain net importers of most forest products.

For at least the past two decades, U.S. ex-
ports of forest products have increased (fig. 2),
but in general, the United States still is a net
importer. This may be changing, Since 1978,

Figure 2.—Value of U.S. Exports of Wood
Products, “1964.80
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‘Wood products here Include waste paper and paperboard, and do not include

converted products (numbers for waste paper exports obtained by phone con-
versation with API representative)

SOURCES: United Nations Food and Agriculture Organization, 7980 Yearbook
of Forest Products and 1975 Yearbook of Forest Products American
Paper Institute, personal communication.
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the U.S. deficit in forest products trade has nar-
rowed sharply, primarily due to an increase in
exports of pulp and paper products (fig. 3).

In 1982, the United States exported forest
products (paper, paperboard, logs, lumber,
railroad ties, wood-based panels, woodpulp,
and wood chips) valued at $7.3 billion. The
largest markets for these products were
Western Europe, Canada, and Japan, markets
that can expand considerably. There are aso
opportunities to develop totally new markets.

While world markets offer the United States
an opportunity to sustain a positive balance of
trade in forest products, it is unlikely that the
United States will reduce or curtail its imports.
The United States is a major importer of soft-
wood lumber, newsprint, and woodpulp, most
of which comes from Canada. Reliance on in-
expensive Canadian products, in fact, enables
the United States to develop greater export
capacity in other product lines, such as liner-
board, clear lumber, panels, printing and writ-
ing papers, and converted paper products,
many of which have higher value added than
imports,

Established Markets for Pulp
and Paper Products

In 1979, international exports of forest prod-
ucts amounted to about $46 billion, nearly
3 percent of total world trade. Roughly one-
third of this involved paper and paperboard.
In 1982, U.S. exports of pulp and paper totaled
$4.3 billion. In deflated dollars, this was slightly
lower than 1980 levels, reflecting worldwide
recession, the strength of the dollar against
foreign currencies, and, in some cases, protec-
tionist pressures.’Between 1972 and 1981,
however, the tonnage of U.S. exports of wood-
pulp has increased 63 percent and paper, pa-
perboard, and converted products by 50 per-
cent, Waste paper exports increased 450 per-
cent between 1971 and 1981.

U.S. pulp and paper producers are in a bet-
ter position to expand exports than are pro-
ducers of lumber, panels, and other solid wood
products for several reasons. Demand for pulp

‘American Paper Institute, International Department, “Exports
of Pulp, Paper, Paperboard, and Converted Products to World
Markets-1981" (New York: American Paper Institute, 1981].

Figure 3.—U.S. Balance of Trade in Wood Products,”1964-80
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and paper is intrinsically less cyclic than de-
mand for solid wood products. Moreover, the
pulp and paper sector of the forest products
industry is highly capital intensive, production
is large-scale, and the sector must operate very
close to capacity to maintain profit margins.
This situation provides strong incentives to
maintain lasting agreements with all custom-
ers, domestic or foreign. In addition, market
pulp and many types of paper are commodity
(or standard) products in world markets, while
lumber and panel products tend to be special-
ties overseas. Producers of lumber and panels
often must devote substantial effort to create
foreign demand through the promotion of U.S.
building techniques and product specifications
and performance. In contrast, demand for most
U.S. paper products aready exists, Finally, due
to a combination of labor and resource availa-

bility, energy costs, and production efficiency,
U.S. pulp and paper are fully cost competitive
in world markets. s

Western Europe

Western Europe is the largest single market
for U.S. pulp and paper products. It accounted
for 49 percent of U.S. exports of woodpulp and
21 percent of U.S. exports of paper, paper-
board, and converted products, Over the past
decade, however, Western Europe’s imports of
U.S. paper, paperboard, and converted prod-
ucts have declined in both percentage and ton-
nage, while woodpulp imports have increased
(figs, 4 and 5), This shift is probably a result

‘American Paper Institute, “The American Paper Industry:
An International Profile, ” paper submitted to the Industry Sec-
tor Advisory Committee No.12, Aug. 12, 1982,p. 6.

Figure 4.—Woodpulp Exports by Area of Destination
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Figure 5.—U.S. Paper, Paperboard, and Converted Products Exports, by Area of Destination
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of decreased exports of woodpulp from Scan-
dinavia to other Western European countries.
Scandinavian woodpulp prices have been ris-
ing because mgjor producers are paying much
higher prices for pulpwood than their North
American counterparts (fig. 6). As a result,
Scandinavian producers are facing losses of
Western European pulp markets. In addition,
Scandinavian production costs are consider-
ably higher than those of North American com-
petitors, and many marginal Scandinavian
mills are closing.’Scandinavian producers are
increasing their papermaking capacity in in-
tegrated mills which are efficient enough to
produce paper at prices competitive in the
European Community, displacing imported pa-

“o].W. Garrigan, “International Outlook for Pulp, Paper and
Paperboard Products,” paper Trade journal 165(6): p. 22,
Mar. 30, 1981.

per from other sources. The trend toward in-
tegration has focused on high value products,
which will probably force higher reliance on
North American kraft linerboard as well as
pulp. In the short run, Scandinavian paper
probably will continue to satisfy a large part
of Western Europe's paper demand, but the
capacity to increase production is limited. In
the long run, particularly with an economic
recovery, Western Europe is expected to in-
crease its reliance on North America for paper
products. "*°"

*The Battle is on for Control of Europe’s Pager Market,”
World Business Weekly, June 1s, 101, plp 22-23.

*North America Newsprint Exports: Today and Tomorrow, ”
Paper, May 10, 1982, p. 48.

@Kenneth E. Smith, “SPCI Focuses on World Fiber Deficit,
Competition From North America, ”Pulp and Paper, August
1981, pp. 179-185.

1“World Review,” Pulp and Paper, August 1981, p. 66.
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Figure 6.— Pulpwood Cost (Softwood) at Mill Site by Volume, Under Bark Basis, Current General Overhead,
Estimated at 5 Percent, Included
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While the tonnage of all paper, paperboard,
and converted products exported to Western
Europe has falen in the last decade, the mix
of products has changed significantly. Western
Europe now is importing larger amounts of
printing and writing papers and bleached
paperboard than in 1972, while imports of un-
bleached kraft linerboard (primarily used in
making corrugated boxes) have fallen. In the
future, Western Europe is expected to increase
its imports of paper in which woodpulp ac-
counts for relatively large shares of the product
value, such as in newsprint and linerboard.

Canada

In 1981, Canada imported 15 percent, or
almost 700,000 short tons, of the U.S. paper,
paperboard, and converted products and a
smaller percentage of its woodpulp. Exports
of paper products to Canada have increased
65 percent since 1972 and are expected to con-
tinue to rise. Over half of these exports are
printing, writing, and converted products

98-8290-83-8

(paper which has been converted to product
form, such as envelopes, corrugated and other
boxes, tissues, and paperboard cartons and
drums).

Although Canada is a major paper producer
itself, well equipped to compete in world
markets for paper products based on soft-
woods, it lacks a hardwood resource. As a
result, Canada is expected to rely on its North
American neighbor for paper products that re-
quire significant amounts of hardwood pulp.
In addition, Canadian pulp, newsprint, and
other writing papers are cost competitive with
U.S. products.

Japan and the Far East

In the past decade, U.S. exports of paper,
paperboard, and converted products to Japan
and the Far East have tripled (fig. 3). Most of
this large increase was due to an expansion of
Japanese imports of unbleached kraft liner-
board, bleached paperboard (for which Japan
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has almost no domestic production capacity),
and newsprint (largely due to U.S.-Japan joint
ventures).

Japan is a major paper producer, It ranks sec-
ond in paper and paperboard and third in pulp
worldwide. However, it is facing increasing
costs for raw materials, energy, and pollution
controls that threaten to place many grades of
Japanese paper among the world’'s most expen-
sive." ? Exports of paper, paperboard, and
converted products to Japan alone have in-
creased amost 14 times in the last decade, ac-
counting for most of the expansion into Far
Eastern markets for U.S. paper. This increase
reflects Japanese difficulties in obtaining inex-
pensive raw materials for their pulp and paper
mills and an unfavorable climate for invest-
ment in milling capacity.”As a result, the
Japanese have relied more heavily on imported
pulp and paper to satisfy growing demand for
paper and paperboard products.”*

About half of the raw material used in Japa-
nese pulpmills is hardwood pulpwood and log
processing residues, with most hardwood logs
imported from other Far Eastern countries.
The levels of hardwood harvesting prevalent
in the 1970’s in these countries probably are
not sustainable through the end of this century.
This looming problem, combined with a grow-
ing tendency for some Far Eastern nations to
shift exports from logs to processed products,
means that the Japanese probably will rely
more heavily on North America for wood
chips, woodpulp, and paper in the future. *e
Competition among the United States, Canada,
Oceania, Southeast Asia, and Chile for Japa-

11" The American Paper Industry: An International Profile,”
op. cit., p. 14

12World Review,” p. 66.

1y s. Department Of Agriculture, Forest Service, Alaska
Region, Timber Supply and Demand 1981, mimeograph draft
report to Con%[ess in compliance with the Alaska National In-
terest Lands Conservation Act, Apr. 1, 1982, p. 39-40.

1Y, Shiota, and A. P. Schniewind, “Recent Trends in the Wood
Industry of Japan, " Forest Products Journal June 1980, p. 23.

sGarrigan, “|nternational Outlook,” op. cit,, p. 23,

1 Timber SUpply and Demand, op. cit., P. 43,

nese pulp and paper markets, however, may
be quite intense.”

Countries in the Far East and Oceania, other
than Japan, imported 11 percent of U.S. paper,
paperboard, and converted products exports
in 1981, up from 9 percent in 1972, In tonnage,
exports to these countries increased by 80 per-
cent in the last decade. Woodpulp exports to
Far Eastern countries other than Japan have
remained stable in terms of percentage, ac-
counting for just over 10 percent of U.S. wood-
pulp exports during the last decade (fig. 5).

China may become a maor market for U.S.
paper products within the next decade, too,
particularly in packaging material. In 1980,
much of China's linerboard came from Japan,
but lower cost U.S. linerboard may become
more competitive in the Chinese market.”

Other Markets

The United States sold nearly 16 percent of
its woodpulp and 40 percent of its paper, pa
perboard, and converted products to Mexico,
Central America and the Caribbean, South
America, the Middle East, and Africa in 1981
(figs. 4 and 5). These percentages have re-
mained fairly stable over the last decade,
although woodpulp exports fell slightly,
primarily due to fewer sales to South America.

Mexico's value share of U.S. paper, paper-
board, and converted products exports doubled
and the tonnage tripled (fig. 4). These large in-
creases occurred despite stricter licensing re-
quirements and import duties that cut Mexico's
imports of U.S. packaging and industrial con-
verting grades of paper. Nevertheless, Mexico
remains the biggest single purchaser of U.S.
printing, writing, and tissue paper, while im-

1'1hid., pp. 454s. _

»David R. Darr, “The Impacts of International Trade on
Domestic Markets,” Proceedings, The Impact of Change on the
Management of Private Forest Lands in the Northwest, Portland,

Oreg., Mar. 29-31, 1978, pp. 30-31.
wTimber Supply and Demand, op. cit., p. 45.
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porting large amounts of other kinds of paper
and paperboard as well.

South America, with over 13 billion acres of
exploitable forest, became a net exporter of
woodpulp during the past decade. On the other
hand, its imports of U.S. paper, paperboard,
and converted products increased by nearly 50
percent, The immense forest resource of South
America could become a major world source
of wood, but this is not likely to happen in the
near future. The continent does not have the
transportation and manufacturing capacity to
support increased production of processed
wood products, and the amount of capital re-
quired to develop this capacity is probably
beyond the immediate means of these nations.
Technologies for using South American mixed
hardwoods exist, but substantial investments
must be made before these forests can be fully
exploited. South American markets for U.S. pa
per and paperboard may continue to be fairly
strong for the next few decades.

The United States also should have a strong
competitive position in supplying paper to the
Caribbean, Africa, and the Middle East in the
future. Caribbean markets have the advantage
of proximity to the highly productive forests
of the American South, which means ample
supplies and lower transportation costs. Ex-
ports of both woodpulp and paper products to
this region probably will expand, Africa and

the Middle East have little forest area and lack
the capacity to exploit what few trees do ex-
ist, Africa and the Middle East accounted for
12 percent of U.S. paper and paperboard ex-
ports in 1981, up from 9 percent in 1972. Con-
tinued economic growth in this region prob-
ably will mean expanding markets for al prod-
ucts,

Established Markets for Solid Wood
Products and Raw Materials

In 1982, the U.S. exported solid wood prod-
ucts* valued at $2,6 billion—down from
$3.2 billion in 1979-reflecting the effects of
worldwide economic recession.” Over 40 per-
cent of the 1981 value was in logs and timber,
of which 75 percent was softwood logs ex-
ported to Japan. Lumber and railroad ties ac-
counted for 34 percent of solid wood product
exports, and the remainder was divided among
pulpwood, wood chips, wood wastes and fuels,
and wood-based panels (table 7). The major
market areas are Western Europe, Canada, and
Japan.

*Logs, timber, pulpwood, wood chips, waste and fuels, lumber
and railroad t|es and wood- basedh) anels.

wThe figure for 1979 differs from the $3.8 billion that the Na-
tional Forest Products Association cites inincreased Wood Prod-
ucts Exports: A Bonus for the Industry and Nation, International
Trade Committee f( ashington, D.C.: National Forest Products
Association). ora figures are based on unpublished data from
the U.S. De artment of Commerce, International Trade Com-
mission. NFPA also cites Department of Commerce data, but
it is not disaggregated to permit detailed comparison.

Table 7.—U.S. Exports of Solid Wood Products, 1981

Product

Logs and timber (board ft) . . ... ..........

Hardwood . ................ ... ... ......

Softwood . . ....... ... ...

Pulpwood (cords) . .. ....... ...
Wood chips (shorttons) . . ................

Wood waste, wood fuel . . . ... ..........

Lumber and railroad ties (board ft)
Hardwood lumber. . . .. ................

Softwood lumber . . .. ... ... ... .

Railroadties . .........................

Wood-based panels . . . ................
Softwood plywood and veneer. . . . . . . ..
Other . ... ... .. .

Quantity Value Percent
(thousands) (thousands of dollars) of value
. 2,534,224 $1,094,716 40.760/0

157,125 91,868 3.42

. 2,377,099 1,002,848 37.34
176 9,911 0.37

3,546 290,184 10.80

... NA 12,894 0.48
2,374,055 923,784 34.40
381,481 243,026 9.05

. 1,903,809 655,544 24.41
88,765 25,214 0.94
... NA 354,293 13.19

.. NA 189,727 7.06
... NA 164,566 6.13
.= 2,685,782 100.0

SOURCE U S International Trade Commission
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The United States exports substantially larg-
er quantities of raw materials (e.g., logs and
chips) than most other exporters of solid wood
products. There is some pressure, particular-
ly on the American west coast, to limit log ex-
ports in favor of lumber and panels. However,
while log exports may create fewer jobs per
unit of volume in the United States than ex-
ports of processed products, the average dollar
value of softwood logs exported to Japan is
higher than the average value of exported soft-
wood lumber, * Log exports, therefore, are
more valuable in creating foreign exchange
and help to maximize the value the United
States realizes on its raw materials.

Western Europe

Twelve percent of U.S. softwood lumber ex-
ports in 1981 went to Western Europe. Al-
though this portion is substantially smaller than
in the preceding decade, for the past 30 years
softwood lumber exports to this area have been
increasing slowly, though erratically. Western
Europe historically has imported clear Doug-
las-fir and southern pine lumber, but the in-
creasing popularity of platform frame (2 x 4)
construction in some countries may open mar-
kets to a wider range of sizes and grades of
these softwood materials.

The most important market for U.S. hard-
wood lumber is Western Europe, which is a
major customer for hardwood logs and veneer.
U.S. exports of these products to the European
Community and Spain have tripled since 1977.
Given Western European tastes for fine furni-
ture, markets for hardwood lumber and logs,
particularly high-quality logs suitable for
veneer, may be larger in the future” Present-
ly, however, some countries are concerned
about oak wilt, a U.S. oak fungus which report-
edly does not exist there, which could be trans-

“There are several reasons why the Japanese pay higher prices
for U.S. logs than for U.S. lumber. Some Japanese log imports
are high value species. Also, the Japanese lumber manufactur-
ing process produces higher value lumber than most U.S.
manufacturers.

“Harold W. Wisdom, “The Export Market for Hardwoods, ”
June 1978, p. 14-18,paper presented at the Society of American
Foresters Annual Convention, Sept. 20-22, 1982, Cincinnati,
Ohio, p. 14.

mitted in imported goods.”Solving this prob-
lem could pave the way for more U.S. hard-
wood exports.

Western Europe is the biggest buyer of U.S.
panel products, mostly softwood plywood. The
trend toward platform frame construction al-
ready visible in the United Kingdom, is ex-
pected to create even larger markets for U.S.
plywood,” The potential for this expansion is
strong, particularly if efforts to reduce or
eliminate Western European tariffs on ply-
wood are successful.*

Canada

Between 1950 and 1981, Canada's imports of
lumber from the U.S. increased over sevenfold,
with most of the growth in softwood lumber.
Much of the lumber exported to Canada con-
sists of species, grades, or sizes not available
there—redwood, for example. In 1979, Canada
accounted for 30 percent of U.S. lumber ex-
ports. Log exports to Canada, which have in-
creased almost tenfold since 1950, account for
about 10 percent of the logs that the United
States sells abroad.”

With Canada so near, some U.S. producers
can supply products to local Canadian markets,
which in some cases may be cheaper than Can-
ada's own goods. This situation probably will
not change, but the United States undoubted-
ly will continue to import more solid wood
products from Canada than it exports there in
the foreseeable future. The United States prob-
ably will remain reliant on cheaper Canadian
lumber for quite some time.

Japan

Japan is by far the biggest Far Eastern buyer
for U.S. solid wood products. Most of these im-

#National Forest products Association and the U.S. Foreign
Agricultural Service, Forest Products Industry FAS/NFPA
Foreign Market Development Plan Fy 82 (Washington, D, C.: Na-
tional Forest Products Association, International Trade Division,
Sept. 1, 1981), p.2.

»British Columbia Fights Back,” Timber Trade Journal, Oc-
tober 1982, pp. 19-21. _

1National Forest Products Association and the U.S. Foreign
Agncultural Service, Foreign Market Development Plan,

pp. 1-40. .
1 Analysis of the Timber Situation, op. Cit., pp. 317-331.
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ports are softwood logs, for which the United
States is the largest supplier and the Soviet
Union is the second largest.* The United States
also exports substantial quantities of wood
chips, woodpulp, and softwood lumber to Ja-
pan, along with a variety of other products, in-
cluding hardwood logs and lumber, wood pan-
els, waste paper, and pulpwood. Between 1979
and 1981, U.S. log exports to Japan, which
represent over half the value of al U.S. solid
wood products sent there, decreased 13 per-
cent, while exports of all other solid wood
products increased. The outlook for continued
log and wood chip exports to Japan is favor-
able, athough other suppliers in New Zealand,
Canada, the eastern Soviet Union, and Chile
probably will compete.

There is great potential to expand lumber ex-
ports to Japan to satisfy the nation’s growing
housing needs, North American standard sizes
and grades of lumber, however, are not well
suited to Japanese construction standards and
methods, but while both the United States and
Canada are aggressively promoting North
American platform frame construction, only
a small fraction of Japanese homes are built this
way. Traditionally, the Japanese use wood as
both decorative and structural components of
their houses by leaving wood framing members
exposed for esthetic appeal. U.S. construction
grade lumber usualy is not suitable for these
purposes. There has been some progress in
adapting Japanese inspections and standards
to U.S. products, and some industry analysts
see this as a promising development for in-
creased exports of U.S. lumber to Japan .27
Canada has been quite active in courting
Japanese lumber markets, too, although a
significant portion of the lumber Canada sends
there consists of squared logs that are sawn to
final dimensions at their destination. In the
future, Canada probably will provide strong
competition to U.S. producers. Furthermore,
Canadian producers have been more willing
than their U.S. counterparts to saw lumber to
the metric sizes preferred in Japanese (and
other world) markets.

s[ncreased Wood Products Exports, op. cit., p. 27.
27Ibid., . 28.

The availability of logs to Japan is another
factor that could limit progress in promoting
exports of U.S. lumber. Japanese lumber is pro-
tected by tariffs, but logs are imported duty-
free. Japan may continue to import mainly logs
as long as it has access to them, even if it adopts
Western construction methods using U.S. lum-
ber grades.”*

There are also opportunities for increased
softwood plywood exports to Japan. These op-
portunities, like opportunities to export soft-
wood lumber, depend to some extent on Japa
nese acceptance of platform frame construc-
tion. The Japanese plywood industry, which
produces mainly hardwood plywood, is the
second largest in the world and is protected
by a number of tariff and nontariff barriers
discussed in more detail below,

Other Markets

Other encouraging markets for U.S. solid
wood products exist elsewhere. Increased
trade in these products shows promise in the
Far East, particularly China. Exports of soft-
wood logs to China have increased, which
some analysts see as the first step to opening
Chinese markets for other wood products. so
Trade with mainland China is difficult,
however, and conditions uncertain, Hong
Kong, South Korea, Taiwan, and Singapore, al
rapidly growing and industrializing, lack ade-
quate forest resources, Austraia and New Zea
land are attractive markets for U.S. solid wood
products because these countries have high
purchasing power and similar business prac-
tices. Australia may offer particular near-term
potential for U.S. exporters, but it has a policy
encouraging self-sufficiency in forest products.
New Zealand is and probably will continue to
be a net exporter of wood products,

Many South American nations are heavily
forested and probably will continue to protect

28]ohn V. Ward, Director. inemational Trade, National Forest
Products Association, letter toLouis Murphy, U.S. Department
of Commerce, Office of International Sector Policy with at-

tachments, Se_[%t. 19, 1981.
#Darr, op. CIt., PpP. 29-30.

»personal communicationwith John V. Ward, Director, In-
ternational Trade, National Forest Products Association.
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their own forest industries. Many of the peo-
ple of South America are extremely poor, and
there is a limited clientele among those wealthy
enough to afford foreign goods. Even as afflu-
ence increases, cultural preferences may not
stimulate much demand for wood. In Chile, for
example, a wooden house is seen as a sign of
poverty.

The most promising South American mar-
kets are probably Argentina and Venezuela,
Argentina has a European-like culture with
European housing tastes. Venezuela, strength-
ened by its petroleum exports, has a high stand-
ard of living and ambitious development plans.
Its current housing shortage is tremendous.
However, the recent drop in world oil prices
have hurt Venezuela, and its potential as a ma-
jor importer of U.S. solid wood products prob-
ably depends on recovery of oil markets.” The

“Hugh L ove, “Latin America Emerges as Big Market for U.S.
Wood PI’OdUCtS Foreign Agriculture, December 1982, p. 8.

Caribbean and Mexico aso may become more
important customers for the United States.

Enriched by oil export revenues, Egypt,
Saudi Arabia, and the other oil exporting coun-
tries of the Arabian peninsula, have set off a
huge construction boom. There is potential for
growth in this Middle East market in modular
or prefabricated buildings and building com-
ponents as well as lumber, plywood, panels,
and other solid wood products.” These coun-
tries have almost no forest resources or in-
dustries of their own, but they do have libera
trade policies, Their populations are small,
however, and it is possible that these markets
can be saturated quickly. They, too, have been
hurt by falling oil prices, which could limit
their near-term potential as solid wood im-
porters.

2johnR.Forrest, World Trade ‘Opportunities in Wood Prod-
ucts, presented to Forest Industries Advisory Council, February
982, p. 8.

Barriers to U.S. Trade in Wood Products

World trade in forest products is shaped not
only by the general forces of supply and de-
mand but also by tariffs and traditional quotas,
nontariff barriers or distortions, and economic
and governmental performance. Since World
War Il, the Generad Agreement on Tariffs and
Trade (GATT) has been very effective in reduc-
ing its members’ tariffs and traditional quotas, *
and the subsequent growth of international
commerce has been impressive. However, the
use of nontariff barriers (NTBs) aso has grown
and often poses a more potent threat to free
trade than tariffs and quotas. Governmental
policies and worldwide economic conditions
aso exert a powerful influence, as the recent
global recession illustrates.

Tariffs and Traditional Quotas

GATT, both a treaty and an organization,
was established in the postwar years to provide

" *Traditional guotas are formal quotas which are public and
usually codified into law.

a set of negotiated rules to govern world trade.
The United States, the principal creator of
GATT, dways has seen it as a vehicle for re-
ducing tariffs, quotas, and other trade barriers
and GATT has been successful indeed in eas
ing both tariffs and traditional quotas of
member nations. Many tariffs and quotas re-
main, however, and these can be very influen-
tial in determining the character of trade in
forest products.

In general, tariffs and traditional quotas
restrict imports of processed products, such as
lumber, plywood, paper, paperboard, and pan-
els, more than raw materials. Even nations
whose forest resources are small or nonexist-
ent often restrict imports of processed prod-
ucts, preferring to import raw materials such
as logs, pulpwood, wood chips, and woodpulp,
to capture the value added employment in
processing them.

While GATT has effectively reduced the gen-
era level of tariffs, it does permit preferential
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trade agreements. These can be particularly
troublesome for forest products exporters in
the United States. Preferential trade agree-
ments include customs unions, common mar-
kets, and free trade associations, and provide
for the reduction or elimination of tariffs or
guotas from participating countries, Imports
from nonparticipants are subject to quotas or
regular most favored nation (MFN) rates, pre-
venting nonmembers from competing fully in
preferential areas. This is particularly impor-
tant in Western Europe, where countries of the
European Economic Community (EEC, or
Common Market) and the European Free Trad-
ing Association (EFTA) are better able to com-
pete in Western European markets for solid
wood and paper products than the United
States. Swedish papers, for example, are as-
sessed lower tariffs in the European Communi-
ty (EC) than U.S. or Canadian paper products,
and as of 1984 will be assessed no tariff at al,
While this places the United States at a com-
parative disadvantage, restructuring of West-
ern European paper markets is expected to lead
to expanded markets for North American kraft
linerboard and kraft pulp® Opportunities for
increased U.S. exports of al types of paper and
paperboard depend on implementation of re-
cently negotiated tariff reductions and Western
European ability and willingness to resist
growing protectionist tendencies in its own
paper industry, Pulp exports are not subjected
to any significant tariff in the EC.

Japan also maintains tariffs on paper and pa
perboard. Under the latest round of GATT
negotiations in the 1970’s (the so-called Tokyo
Round of Multilateral Trade Negotiations), the
Japanese agreed to lower some tariff rates by
1987. Under strong pressure from the United
States, some of these tariff reductions were ac-
celerated. In January 1983, the Japanese cut
tariffs dlightly on kraft paper and paperboard,
while most other wood and paper tariffs went
unchanged.

The Canadian situation on paper and paper-
board products is still awaiting resolution.

™ The American Paper Industry: An International Profile”
op. cit., p. 12,

Under the so-called Kennedy Round of Multi-
lateral Trade Negotiations in the late 1960's,
Canada and the United States agreed to cer-
tain tariff reductions for paper products. As a
result, the United States eliminated its duty on
printing and writing paper and lowered tariffs
on other products. Canada reduced its tariffs
on printing and writing papers, but failed to
bring tariffs on linerboard, bleached board, and
recycled paperboard to the same level.* Fur-
thermore, the two countries disagree on tariff
reductions on other types of paper. These dis-
agreements currently are being negotiated.

U.S. solid wood products also are affected
by tariffs and quotas in the European Com-
munity. Technically, softwood plywood is
duty-free but subject to a restrictive quota.
Above the amount allowed by the quota, Euro-
pean Economic Community tariffs on soft-
wood plywood are 11.6 percent. Recently, the
French Government petitioned for a quota on
imported softwood lumber, but this quota prob-
ably would be temporary if enacted.*The
Tokyo Round was successful in easing some
Western European barriers to solid wood prod-
ucts trade. By 1987, the EC's tariffs on wood
products will be sharply reduced, with no tariff
on logs or most types of rough lumber, a 4 per-
cent tariff on finished lumber, and a 6 percent
tariff on most veneer. Softwood plywood, how-
ever, till will be subject to a duty over quota.

Japanese tariffs on plywood and lumber are
of more concern. While Japan welcomes im-
ports of logs and some types of rough lumber
duty-free, it collects tariffs on finished lumber,
some veneers, plywood, millwork and molding,
and particleboard ranging from 9 to 20 percent.
Japan's system of small decentralized sawmills
and finishing plants is one of its industries
“targeted” for special protection, and progress
in achieving tariff reductions probably will re-
quire some concessions from the United States.
While many U.S. producers do not consider
lumber tariffs a major problem, plywood duties

~#1 hid,, pp. : pP 15-16.
$Personal communication by Julie Gorte, OTA, with william

Hoffmeier, Agricultural Economist, Forest Products staff, U.S.
Department of Agriculture, Foreign Agricultural Service, January
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are higher, and many producers prefer that
they be cut.

Other Far Eastern nations also levy tariffs
that are generally higher on processed products
than on raw materials.

Mexico, which is not a member of GATT,
maintains strong protectionist measures and
enforces high tariffs and import licensing re-
quirements, with tariffs on forest products
ranging from 10 percent on lumber to 70 per-
cent on particleboard. Tariff barriers also tend
to be strong in South America. Brazil, in order
to protect its developing forest industry, main-
tains tariffs ranging from 45 percent on pulp-
wood logs to 160 percent on plywood. While
some other South American tariffs are not as
stringent as Brazil’'s, they are still high, and
other import regulations often discourage
wood product imports. Chile, with a 10 percent
across-the-board tariff, maintains the lowest
rates, but Chile is a net exporter of wood.

Nontariff Barriers

NTBs or distortions are growing in impor-
tance, but they are often difficult to identify.
The effects of NTBs are equally difficult to
measure, but there is little debate about
whether they are potent hindrances to trade in
forest products, Recent additions to GATT
rules established some codes of conduct re-
garding some NTBs, but the new codes are not
comprehensive and will be hard to enforce,

Some NTBs, such as product standards, have
affected forest products exports significantly,
Others have been less important, but may have
more impact in the future as the use of NTBs
expands. There are seven types of NTBs—
guantitative restrictions, nontariff charges on
imports, government intervention in trade,
product standards, administrative practices,
discriminatory ocean freight rates, and restric-
tions on export-related services.

Quantitative Restrictions

New-style quantitative restrictions or infor-
mal quotas on trade take many forms and have
become more popular in recent years. The

most frequently used types are new forms of
guotas, embargoes, orderly marketing agree-
ments, and voluntary export restraints. For
forest products, many countries use embar-
goes, particularly to protect domestic resources
and processing industries. Indonesia, Malay-
sia, and the Philippines place major restrictions
on exports of hardwood logs in an effort to con-
serve stocks. The United States does not per-
mit exports of logs harvested from National
Forest System land or the substitution of Na-
tional Forest System logs for exported logs pro-
duced from private lands.

Nontariff Charges on Imports

Nontariff charges on imports often take the
form of taxes levied at various points in the
product’s distribution channel. Both Western
Europeans and the Japanese levy value added
taxes. In Sweden and Norway, where tariffs
are fairly low, stiff value added taxes are levied
on both domestic and foreign forest products.

Government Participation in Trade

Government participation in trade can in-
volve countertrade (a form of barter), purchases
by national enterprises or trading companies,
and government procurement policies. None
of these is a significant barrier to U.S. forest
products exports at present, but countertrade
in particular could become much more impor-
tant in the future. Countertrade consists of
agreements, usually between nations, to pur-
chase certain quantities and types of products
from each other, These arrangements are be-
coming much more common in East-West
trade, and many Communist countries prefer
countertrade arrangements to other types of
trade. A countertrade agreement between Ja-
pan and the Soviet Union includes the ex-
change of Japanese construction machinery for
Siberian timber. The Chinese have shown a
preference for countertrade as well and may
want to link future imports of forest products
to exports of Chinese goods. The Japanese and
Western Europeans have been willing to en-
gage in countertrade agreements with Commu-
nist nations, while the United States has not.
Since countertrade agreements often freeze out
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other suppliers, increasing use of this tech-
nique could deter U.S. exports of solid wood
and pulp and paper products.

Product Standards

Health, safety, and other product standards
often limit imports, although not all product
standards are developed and used specifically
to block imports. This type of NTB is particu-
larly important in forest products. Standards
can inhibit trade in many ways, Some are dif-
ficult or expensive for foreign producers to
meet; some countries enforce standards, but
do not publish them. Some change standards
frequently, creating uncertainty for foreign
producers interested in exporting, Finally,
some standards are simply interpreted in ar-
bitrary ways. The Japanese generaly are ac-
knowledged to use product standard barriers
much more frequently than most other nations.

Plywood is one of the U.S. products most ad-
versely affected by current standards. For ex-
ample, German standards on preservatives re-
strict the types of plywood that are imported
from the United States. Japanese standards for
plywood knots, adhesive strength, and “white
pockets’'—fungus remnants in Douglas-fir ply-
wood—have dampened U.S. plywood sales.
These standards recently have been |oosened,
but they still may limit U.S. plywood exports
to Japan. Significant reduction of these ply-
wood trade barriers could benefit substantial-
ly both Pacific Northwestern and Southern pro-
ducers.

Standards also are troublesome for U.S. pa
per producers. EEC has agreed, under the
Multilateral Trade Negotiations, to reduce
tariffs on kraft linerboard, but will not apply
the reduction if the product contains 20 per-
cent or more hardwood pulp. Most U.S. liner-
board currently meets this ceiling, but industry
trends have led to greater use of hardwood
pulp. As a result, this standard may be more
restrictive in the future,

Administrative Practices

The rules that a country establishes can act
as barriers to trade, as can the way these rules

are implemented and enforced. The most com-
mon types of administrative practices that can
hinder trade include arbitrary methods of cus-
toms valuation, arbitrary product classifica-
tion, inspection procedures, and licensing pro-
cedures. These barriers, which are used by
nearly all nations, undoubtedly affect forest
products trade. Mexico, for example, recently
imposed new licensing requirements which ef-
fectively reduce imports of U.S. paper prod-
ucts. Recent revisions to GATT include codes
on customs valuation, product classification,
and import licensing procedures, but the de-
tails of these rules are not yet developed and
their eventual impact is unknown.

Ocean Freight Rates

One-way ocean freight rates for certain com-
modities usually are set by conferences of na-
tions, Many U.S. producers maintain that these
rates discriminate against them. In fact, the
American Paper Institute lists higher U.S. ship-
ping costs as a disincentive to exporting cer-
tain grades of paper, particularly printing,
writing, and specialty papers. so

Recent proposed changes in the regulation
of ocean-liner conferences also concern U.S.
paper producers. The 98th Congress is consid-
ering legislation that would largely exempt
ocean-liner conferences from antitrust laws
and which, if enacted, might result in signifi-
cantly higher shipping rates in the view of
some U.S. analysts.

Restrictions on Export-Related Services

Exporters require a broad range of services
if they are to market their products successfully
in overseas markets. Many countries have bar-
riers against American banks and insurance
companies and also may limit the ability of
foreign firms to get local financing and insur-
ance. While these barriers do not necessarily
discriminate against any particular country or
product, their existence may inhibit U.S. ex-
ports of solid wood and paper products.

@'The American Paper Industry: An International Profile, ”
op. cit., p. 10.
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Other Factors Affecting Exports of Wood Products

Tariffs, quotas, and NTBs undoubtedly curb
the ability of U.S. producers to export solid
wood and pulp and paper products, but, while
removal of these distortions would alter the
nature of international commerce, the most
dramatic stimulus to trade would be the im-
provement of the global economy. In al, there
are five important factors that affect the volume
and type of products traded—global economic
conditions, currency exchange rates, private
business attitudes, government policies that
hinder exports, and government assistance to
exporters.

Global Economic Conditions

In recent history, it has become increasing-
ly difficult for nations to maintain separate
economic identities. One-seventh of all U.S.
jobs now depend on exports, and the situation
is similar in most of the world's developed
economies. The current global recession has
damaged nearly al segments of the wood in-
dustry (although exports of most paper prod-
ucts have performed remarkably well under
such adverse conditions) and has probably hurt
U.S. wood exports far more than have NTBS,
Economic recovery is likely to stimulate off-
shore demand for U.S. forest products much
more than the removal or reduction of any
trade barrier, although this is not meant to
minimize the importance of efforts aimed at
easing those barriers.

The recession is complicated further by the
world financial situation. High interest rates,
largely a function of U.S. monetary and fiscal
policy, mean that Third World countries heavi-
ly in debt are having serious problems refinanc-
ing those debts. Many are turning for help to
the International Monetary Fund, which will
impose austerity programs in return for finan-
cial assistance. While this makes a certain
degree of sense, it also makes it harder for these
countries to import goods or to stimulate their
own economies. It also makes it more difficult
for U.S. producers to penetrate these markets.

Currency Exchange Rates

The value of the dollar relative to other cur-
rencies affects the prices and competitiveness
of American goods overseas, For the past few
years, the dollar has been very strong on world
markets, rising sharply against the yen, the
deutsche mark, and the franc between June
1980 and November 1982. Although it has fall-
en dlightly since then, the dollar still is highly
valued, particularly against the yen, consider-
ing the U.S. trade deficit with Japan,

The dollar is likely to remain strong as long
as U.S. interest rates are significantly higher
than foreign interest rates. Prolonged balance-
of-payments deficits in the United States or-
dinarily would lead to devaluation of the dollar
against other currencies, but this has not hap-
pened. High interest rates in the United States
and the huge Eurodollar market have over-
whelmed other currency adjustments, and, un-
til these adjustments are made, U.S. exporters
will have a disadvantage on world markets.
U.S. interest rates are particularly high com-
pared with those in Japan, which keeps its own
interest rates low by preventing foreign entry
into Japanese financial markets.”

Private Business Attitudes

World perceptions of private U.S. business
attitudes can have a mgjor impact on trade. Un-
til recently, the U.S. forest products industry
was believed to be somewhat unreliable or un-
willing to make long-term commitments that
many importers want. According to one analy-
sis, the U.S. forest products industry has never
made a concerted effort to export its products,
but is now beginning to see offshore markets
as a strategy for survival.” Responding primar-
ily to the enormous demands of the domestic
market for forest products, the industry has
tended to view exports as something to do with
its products during downturns in the business

*Norman Gall, “Black Ships Are Coming?’ Forbes,Jan. 31,

1983, p. 75.
s8Kathleen K. Wiegner, “Forest Products,” Forbes, Jan. 3, 1983,

p. 110,
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cycle,”and has gained a reputation for losing

interest in offshore customers when domestic
demand picks up. In part, foreign protectionist
practices limit imports of U.S. products, espe-
cialy during downturns, but the reputation of
U.S. producers still persists.

This “American Market Syndrome” is
changing. The National Forest Products
Association, representing a large portion of the
Nation’s solid wood products sector, has
launched a cooperative effort to develop
foreign markets for lumber, plywood, and
panels with the U.S. Department of Agricul-
ture’s [USDA) Foreign Agricultural Service
(FAS). The project largely involves working
with foreign governments in removing or re-
ducing NTBs to trade in solid wood and pro-
moting the use of U.S. wood products abroad.
Over the last three decades, FAS has had an
excellent record in promoting agricultural ex-
ports and its success bodes well for the future
of exports of solid wood products.

A key element in U.S. producers establishing
their reliability as world suppliers of forest
products is their performance when domestic
demand rises, The commitment of these pro-
ducers to foreign markets has yet to be fully
tested, As the U.S. economy recovers and do-
mestic demand for wood products increases,
the behavior of U.S. firms that have expressed
interest in foreign trade will be watched care-
fully,

Government Policies That Hinder Exports

Government as well as industry shapes world
perceptions of the United States an unreliable
trading partner, Increasing willingness by the
U.S. Government to use export controls—em-
bargoes, sanctions, and other export bans—has
hurt U.S. producers. While the Federal Govern-
ment has not applied trade sanctions specifical-
ly in forest products, its readiness to use them
as an instrument of foreign policy (or as a
weapon) probably has harmed al U.S. export-
ers to some degree.

sncreased Wood Produc is Exports,op. Cit., p.3.

Taxation of foreign earned income aso may
hamper the ability of U.S. producers to pro-
mote products overseas. The United States is
the only major industrial country that taxes on
the basis of citizenship rather than residence.
Nationals of other countries generally are taxed
only in the country where they live, Because
American citizens must pay U.S. taxes on in-
come earned abroad, it is very expensive for
U.S. companies to keep American executives
overseas, and to maintain marketing support
in foreign countries,

Uncertainty over the interpretation of the
Foreign Corrupt Practices Act may also hinder
exports.

Government Assistance to Exporters

Several U.S. Government agencies affect
trade policies and offer assistance to export-
ers, They include:

+ the Office of the U.S. Trade Represent-
ative, a cabinet-level official who repre-
sents the United States in both GATT and
bilateral trade negotiations,

« the Department of State, which is involved
in trade negotiations;

« the Department of Commerce, which
maintains the Foreign Commercial Service
and otherwise assists U.S. exporters and
which also administers export controls;

+ USDA, which maintains FAS, now assist-
ing wood products exporters;

+ the Department of Treasury, which helps
set international economic and monetary
policy;

+ the Nationa Security Council and the De-
partment of Defense, both of whom play
an active role in policies on export con-
trols; and

« others who provide assistance, including
the Export-Import Bank, the Small Busi-
ness Administration, the Overseas Private
Investment Corporation, and USDA’s
Commodity Credit Corporation.

As noted, FAS recently has been authorized
to help solid wood products exporters. How-
ever, there is no comparable assistance at pres-
ent available to U.S. paper producers. The For-
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eign Commercial Service, while it is em-
powered to provide this service, is organized
along regional rather than commodity lines and
probably is unable to provide the type of ex-
port assistance offered by FAS. While there is
no legal restraint on FAS offering assistance
to U.S. paper producers, the agency is current-
ly too understaffed both in the United States
and abroad to provide this additional service.
Nevertheless, the paper industry has shown
little interest in FAS assistance to date.

The U.S. Government does not provide the
level of export assistance that some other
governments do. Assistance from the U.S.
Trade Representative and the Departments of
Commerce and Agriculture are available, but
no agency provides the kind of comprehensive
information and assistance given, for example,
by the Japan External Trade Relations Orga-
nization (JETRO). Generaly, the U.S. Govern-
ment does not confer direct export subsidies
that would be acceptable within the GATT
framework. More common than direct finan-

cia assistance are certain forms of tax assist-
ance. One such program, the Domestic Inter-
national Sales Corporation (DISC), provides
special subsidies for export sales that allow cor-
porations to defer some taxes. This program
has been found illegal by a GATT tribunal
under the Tokyo Round subsidies code, and the
Reagan administration has committed itself to
a reappraisal of the program as a result. Aboli-
tion or dilution of DISC, according to the
American Paper Institute, could hinder future
plans for exports.”

Another program that can aid U.S. producers
in expanding exports is a new law allowing
American firms, including banks, to form ex-
port trading companies. It is intended to help
small and medium-sized companies band to-
gether in order to export. Certain exemptions
from current antitrust law may permit new
forms of cooperation, but it is too early to
assess the impact of this program.

@The American Paper Industry: An International Profile,”
op. cit.,, p. 8.

U.S. Imports of Forest Products

The tonnage of U.S. imports of forest prod-
ucts has increased over 250 percent since 1950
(fig. 7). The constant (deflated) value of wood
imports has increased by 75 percent since 1964
(fig. 8). While the United States has been a net
importer of forest products for at least 20 years,
the balance-of-payments deficit has narrowed
sharply. In 1979, the deficit was over $2.6 bil-
lion, but dropped to less than $1.7 billion in
1982. In 1982, for the first time in recent his-
tory, the United States became a net exporter
of solid wood products (roundwood, sawwood,
and panels), primarily because the value of im-
ports dropped more than the value of U.S. ex-
ports during the recent recessional The United
States remained a net importer of pulp and
paper, although the trade deficit in pulp and
paper dropped by more than $400 million.

«U S. Department Of Commerce, International Trade Com-
mission, unpublished data, 1983.

Figure 7.—Tonnage of U.S. Wood Imports,
by Product, 1950.79
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Figure 8.—Value of U.S. Wood Products Imports,

1964-80
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Solid Wood Products

In 1982, the value of U.S. imports of solid
wood products* totaled nearly $2.3 billion,
down from over $3.5 billion in 1979, with
almost 70 percent of 1982 imports of solid
wood products consisting of softwood lumber
from Canada (table 8). For over 30 years, im-
ported Canadian lumber has accounted for a
growing share of the volume of U.S. lumber
consumption, rising from less than 7 percent
in the early 1950's to over 30 percent in 1982

* Logsﬁﬁtimber, pulpwood (including chipsg), wood wastes
and fuels, lumber and railroad ties, and wood-based panels.

(fig. 9), athough the tonnage decreases during
downturns in U.S. homebuilding activities.

The current recession has caused the volume
of all imported lumber to drop from 11.6 billion
board ft in 1978 to 8.9 hillion board ft in 1982.
Declining lumber imports between 1981 and
1982 accounted for over 70 percent of the total
decrease in U.S. imports of solid wood prod-
ucts.

The U.S. probably will continue to be a ma
jor importer of solid wood products. No sig-

Figure 9.—Relative Importance of Canadian
Softwood Lumber Imports, 1950-82
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port No. 23 (Washington, D. C.. Forest Service, December 1982). Na-
tional Forest Products Association, personal communication inter-
national Trade Commission, personal communication.

Table 8.—U.S. Imports of Solid Wood Products, 1982

Quantity Value Percent of

Product (mbf?) (thousands of dollars) total value

Logs and timber . . .. ... ... .. ... . ... 117,032 $26,430 1.270
Hardwood . ....................... 18,268 3,500 0.2
Softwood . . .......... ... 98,764 22,930 1.0
Pulpwood (including chips) . . . ... ... .. 56,248 25
Wood waste, fuel . ... ................ 8,446 0.4
Lumber and railroad ties . . ... ......... 9,200,075 1,665,312 73.2
Softwood lumber . ................. 8,973,652 1,567,931 68.9
Other....... ... .. 226,423 97,381 4.3
Wood-based panels . . . ............... 519,585 22,8
Hardwood veneer and plywood . . . . . . 402,798 17.7
Other .. ... ... .. 116,787 5.1

Total ... .o $2,276,021 100.0 "/0

ambf *million board feet
SOURCE U S International Trade Commission
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nificant changes in patterns of U.S. imports are
foreseen,”although the declining availability
of tropical veneer species from Southeast Asia
may limit U.S. hardwood imports before the
end of the century.

Pulp and Paper Products

In 1982, the United States imported wood-
pulp and paper products worth $5.3 bhillion,
and its balance-of-payments deficit in these
products was over $1 billion, considerably less
than in 1979 when net imports were over $1.4
billion, Imports of fine papers (mainly news-

2Analysis of the Timber Situation, Op. Cit., p. 102.

print) accounted for over 60 percent of U.S.
pulp and paper imports in 1982, and woodpulp
accounted for almost 30 percent (table 9).
About 90 percent of all pulp and paper imports
came from Canada.

No mgjor changes in the patterns of U.S. im-
ports of pulp and paper are expected. Although
the United States also is exporting increasing
amounts of woodpulp and paper, many States
of the Northeast, the Great Lakes, and the
Midwest are deficient in softwoods needed to
manufacture newsprint. The proximity of Que-
bec and Ontario, with large softwood re-
sources, gives Canadian producers advantages
in exporting these products to needy U.S.
markets,

Table 9.—U.S. Imports of Pulp and Paper Products, 1982

Quantity Value Percent of

Product (st?) (thousands of dollars) total value

Woodpulp . .. .. ... 3,656 $1,493,241 28.10/0
Paper products . . . ............... NA 3,826,595 71.9
Waste paper . . ................ 132 24,291 0.5
Building paper . . . ............. 187 44,099 0.8

Industrial

Paperboard . . ... ............ 76 23,173 0.4
Finepapers................... NA 3,328,696 62.6
Miscellaneous ", ............... NA 406,336 7.6

Total ... $5,319,985 100.00/0

agt - shom tong )
Pindustrial papers, packaging, andmiscellaneous paper

SOURCE. U.S International Trade Commission.
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