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Where will the supply come from? 
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China’s Total Papermaking Fiber Resources 
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Presenter
Presentation Notes
63% of the origin is wastepaper – either imported or domestic. 
Another 23% has been local pulp – historically the majority of this has been vegetable fibers & agricultural residues which are pulped to create relatively poor quality paper. 
This leaves about 13% coming from imported pulp and 1% from imported pulpwood (showing up in green but you cannot see)

Just a few notes about the implications of this imported wastepaper. The majority of this wastepaper is coming from the US and Europe. Chinese find it cheaper to re-pulp wastepaper than to use virgin fiber but this is not the case in, for example, the US where the industry finds it cheaper to use harvest new trees to make paper for even lower quality newspaper. So the Chinese started buying up all of our wastepaper, often making direct purchasing relationships with major grocery stores for used boxes. One of the wealthiest persons in China is a wastepaper magnate. This has driven up the global price for wastepaper, and effectively spurring the financing of wastepaper collection processes and depots across the US and Europe. I hear Americans now complaining that domestic wastepaper industry cannot develop in the US because the Chinese have driven the price of wastepaper so  high – but that’s a function of willingness to pay and the relative cost of wastepaper versus virgin fiber in the US and in China. 



Agricultural 
residues

Wastepaper

Office paper

Used cardboard & 
cartons

Mixed (cardboard, 
news, magazines)

Used magazines, 
newspapers, etc

Low risk forest / 
plantations 

Potentially 
threatened forests 

Low risk forest / 
plantations

Unknown forest / 
plantations

Vegetable pulps 
(short fiber, low 
strength, poor 
quality

Bleached 
chemical 
wastepaper
Unbleached draft 
wastepaper

Other wastepaper 
(mixed)

Mechanical grade 
wastepaper

Chemi-mechanical 
pulp

Bleached kraft 
pulp
(sulfate)
Hardwood 
pulpwood

Traditional small- 
scale pulp & paper 
mills

white paper liner

cardboard

corrugating core

Large scale 
modern paper 

industry

Packaging & other 
paper products for 
domestic use 

53%

Export-grade 
corrugated 
shipping boxes

22%

Coated 
mechanical 
grades  
(newsprint)                   
xxxxxxx11%
Export-grade 
printing  and 
communication 
paper 

14%

Resource Origin Fiber Input Type Processing Final Product

Local pulp 
& 

wastepape 
r

53%

Imported 
secondary 

fiber
33%

Imported 
pulp
13%

Imported 
pulpwood

1%



Agricultural 
residues

Wastepaper

Office paper

Used cardboard & 
cartons

Mixed (cardboard, 
news, magazines)

Used magazines, 
newspapers, etc

Low risk forest / 
plantations 

Potentially 
threatened forests 

Low risk forest / 
plantations

Unknown forest / 
plantations

Vegetable pulps 
(short fiber, low 
strength, poor 
quality

Bleached 
chemical 
wastepaper
Unbleached draft 
wastepaper

Other wastepaper 
(mixed)

Mechanical grade 
wastepaper

Chemi-mechanical 
pulp

Bleached kraft 
pulp
(sulfate)
Hardwood 
pulpwood

Traditional small- 
scale pulp & paper 
mills

white paper liner

cardboard

corrugating core

Large scale 
modern paper 

industry

Packaging & other 
paper products for 
domestic use 

53%

Export-grade 
corrugated 
shipping boxes

22%

Coated 
mechanical 
grades  
(newsprint)                   
xxxxxxx11%
Export-grade 
printing  and 
communication 
paper 

14%

Resource Origin Fiber Input Type Processing Final Product

Local pulp 
& 

wastepape 
r

53%

Imported 
secondary 

fiber
33%

Imported 
pulp
13%

Imported 
pulpwood

1%



Why is imported chemi- mechanical pulp 
considered low risk? 
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Why is imported bleached kraft pulp 
considered higher-risk?
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Presenter
Presentation Notes
We are assuming that the pulp from Canada, US and Finland are coming from relatively well managed forests. Brazil and Chile are from plantations – which you can decide for yourself whether you would categorize these as “good wood” yourself. For our paper, we were the most concerned with the pulp coming from Indonesia and Russia. Indonesia has some mixed tropical hardwoods in that pulp – high risk. Russia is an interesting case. The Russian Far East is high-risk forest governance wise, but we also know that 70% of the Russian pulp coming into China is FSC certified. 69% comes from the Ilim Group which is now part of, or a partner of, International Paper and another 1% from a Russian operation – both of which have FSC certificates for all their Russian pulpwood forests. 
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Why is imported pulpwood considered higher 
risk?
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Presenter
Presentation Notes
Hardwood pulpwood. Interesting issue. Under normal circumstances, it is not economical to import pulpwood – it has high water content and is thus heavy and expensive to ship. Cannot compete against the integrated pulpmills of South America. China’s pulpwood imports appear to be specifically for the APP and APRIL pulpmills in China which were constructed without an adequate local wood supply. So they have to import to make up for overcapacity.�
Majority comes from Vietnam eucalyptus plantations. Do not know whether the Indonesian pulpwood is from plantations or natural forests. 
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2007 trends 
continue….



2007 pulp sourcing



Wood chips small but important 
to some countries...



Recommendations

• Be aware of where pulp, pulpwood and 
woodchips are coming from & develop 
tracking systems to verify origin

• Address the “weakest links” in China’s 
fiber supply system: the uncertified pulp 
and pulpwood coming from Russia and 
Indonesia
– ensure certified harvested from sustainably 

managed forest operations & can be tracked 
through to the mill



2007 import rise

Presenter
Presentation Notes
A few seminal events in 2007
Russia tax code (Gary’s stuff)
VAT Export tax rebates, export duties eliminated
Europe / N American demand changing?
Bad winter storms of 2007
Major pulp factories
Currency appreciation
Diversification to other emerging markets




Taking out p & p, logs 
dominate

Presenter
Presentation Notes
2008 export imports to rise because of severe damage caused to Chinese domestic forests by winter storms



Russian logs dominate….

Presenter
Presentation Notes
Russian log export tax may or may not have had an impact here: Rush to export logs before taxes are raised even further? Or did it decrease the volume of log exports from what it would have been otherwise. Did see a 35% increase in Russia lumber imported to China. 



Russian Exports to China, 
w/o logs

Small increase in other Russian wood 
products…

Presenter
Presentation Notes
Effect of log export tax
Do we have monthly data? 1st Q 2008?
Anything from Gary’s paper? 

I didn’t know which graphs from Gary’s paper to include out of the 3 scenarios – I included the charts from the paper for you to consider in a separate excel file. 




Rise of PNG, Solomons, NZ, 
Gabon



Indonesian imports 
down

Presenter
Presentation Notes
Logs not on here – but Malaysian logs also down. Malaysian lumber insignificant, and MY plywood and veneers also down. Can we assume that Indonesian wood exports – either directly or via Malaysia – are no longer going to China? Are they going to Vietnam?



African imports up (but only 4-5% of total 
imports)



Where is it going?

Adapted Fuller and Bernard. 2006. China's Rapidly Expanding Wood Products Market: Are they Sustainable? RISI



Where is it going?

Presenter
Presentation Notes
VAT export tax rebate – decreased but didn’t decrease growth (but perhaps rate of growth)




Where is it going?

Presenter
Presentation Notes
US has stayed level – impacts of economic downturn & decreasing buying power of the US dollar. Plywood down especially, but not furniture. Paper up too. 
EU increased – increased buyng power of the Euro vis a vis the RMB which is pegged more or less to the dollar




Exports to US by ProductExports by Destination 2007Exports to the United 
States



Jan-Apr 2008 Plywood and 
Furnitur

Exports by Destination 2007Furniture & plywood Exports to US 1st Q 
2008



Exports by Destination 2007
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Presenter
Presentation Notes
 US decrease expected – didn’t quite get there yet but expected in 2008
US economy
RMB pegged to the US$ but starting 2 years ago the Chinese gov’t allowed a “managed float” of the currecy and thus, RNC gas devalued relative to US dollar by 8.5% over 2 years. 
Europe continues to increase
 RMB has lost ground to the Euro – depreciated 5% in last 2 years 
Diversification: Middle East & other
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