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LETTER OF TRANSMITTAL FROM THE HON. COMMISSIONER OF STATE
FORESTS TO THE RIGHT HON. THE PRIME MINISTER

The Right Hon. the Prive MINISTER.

Sir,—

I have the honour to transmit a report on the work of the New Zealand delegation
which attended the World Wood Pulp Conference at Montreal, Canada, from 27th April
to 4th May. The delegation comprised—

Major the Hon. C. F. Skinner, Commissioner of State Forests, Chief Delegate.
Mr. 8. J. Robinson, Managing Director, B. J. Ball (N.Z.), Ltd., Auckland, Delegate.
Mr. A. R. Entrican, Director of Forestry, Delegate.

The services of Mr. 8. J. Robinson, who represented the pulp and paper importing
and using interests i the Dominion proved invaluable in making contacts with prominent
industrial executives throughout North America, and in dlruﬁouw critical inquiries into
paper-marketing problems.

Following the deocision in principle taken by the Government in April to proceed
with the esbabhshnenb of an integrated sawmill and pulp and paper plant at Murupara,
on the Rangitaiki River, in the Bav of Plenty district, the delegation also conferred
with the Government Sawmill Consultant, Mr. W. . Rambo, Induw ial Engineer, of
Portland, Oregon, and with its Pulp and Paper Consultant, the Rust Emffmeermff Co.,
of Pittsburgh Pennsylvania. Co-ordination and investigation of the work of these
consultants was carried on by the Director of Forestry.

The delegation is indebted to His Majesty’s Canadian Government, to the Canadian
Pulp and Papel Association, and to FAO for the facilities and courtesies provided for
its convenience at Montreal, and to numerous organizations in the North American
pulp and paper and sawmilling industries, and to their executives, both for constructive
criticism and for inspiration and assistance in the investigation of current economic
and technical trends.

At Montreal on 25th April I had the privilege and honour of representing New
Zealand at the observance of the solemn rites of Anzac Day.

I have, &ec.,
C. F. SKINNER,
Commissioner of State Forests.

Office of the Commissioner of State Forests,
Wellington, New Zealand.
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SUMMARY

THE report reviews the work of the New Zealand delegation to the World Wood Pulp
Couference held at Montreal, Canada, from 25th April to 4th May, 1949, and convened
by and conducted under the auspices of the Forestry Division of the Food and Agriculture
Organization (FAO) affiliated to the United Nations Organization (UNO). Part I covers
the events leading up to the Government’s decision to participate in this Conference
in order to improve its background to the question of establishing large-scale pulp and
paper manufacture in New Zealand. Part II covers the organization and conduct of
the Conference, and Part IIT its recommendations and conclusions. Part IV reviews
the subsequent studies of the delegation and presents its own recommendations and.
conclusions.

The general finding of the Conference was that, baving regard to existing plans for
the expansion of production (including those in Australia and New Zealand), there is
likely to be an approximate equilibrium between world production and requirements for
the period 1948 to 1955, and that unless interim developments operate to the contrary
there should be no major wood-pulp surplus or deficit during the period under TeView.
As a result of its subsequent investigations the delegation has satisfied itself that the
forward world pulp and paper position favours the early establishment of a large-scale
sawmill and pulp and paper plant in the Rotorua Conservancy.

PART I—INTRODUCTION
NATIONAL PULP AND PAPER SCHEME

(1) Barly in 1949 the New Zealand Government was faced with making one of the
most momentous decisions in the history of the national forest policy—whether or not
to proceed with the establishment of an integrated sawmill and pulp and paper scheme
on such a scale as would ensure its ability to compete both on the local and Australian
export markets at world parity. For over twenty years the New Zealand Forest Service,
in conjunction with English consultants, had planned the development of such a unib
and had established the forests necessary for its operation at Murupara, on the Rangitaiki
River, thirty-three miles south-east of Rotorua. As the economic size of pulp and paper
plants had increased meantime, and unit capital investment costs had actually doubled,
the Government rightly felt that the departiaental proposals should be critically examined
by independent authoritative consultants.

INDEPENDENT REPORTS BY CONSULTANTS

(2) Arrangements were made accordingly for the Rust Engineering Co., of Pitts-
burgh, Pennsylvania, and Mr. W. H. Rambo, Industrial Consultant, of Portland, Oregon,
to report respectively on the pulp and paper and sawmill sections of the proposed plant.
The Rust Engineering Co. was selected on the advice of other world-famous consultants
in the pulp and paper industry because of its experience not only in construction, but
in the economic planning and designing of important pulp plants in the southern States
of the United States of America. Many of the mills planned, designed, and built by
this firm are using young second-growth pine timber very similar in character to the
insignis and other pines which must be used in the New Zealand plant. Similarly, Mr.
W. H. Rambo was selected as the foremost designer of log yards and sawmills in the
Pacific North-west. The reports by the two independent investigating authorities were
received this year. Both confirmed the soundness of the departmental proposals, and
the Government accordingly arrived at a decision in principle to proceed with the
establishment of an integrated sawmill and pulp and paper mill at Murupara.
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Ixviration To WorLD Woop Purr CONFERENCE

(3) Just previous to this the Government had received an invitation from the Director-
General of FAO for the attendance of a New Zealand delegation at a *° Preparatory
Conference on World Pulp Problems ” to be held from 25th April to 4th May, 1949, at
Montreal, Canada. The text of the official invitation and accompanying memoranda
are published as Exhibit A to this report (see pages 74-76). As the adequacy or otherwise
of both pulping and newsprint-manufacturing facilities to meet world demands over
the period 1949-60 was to be the main theme of the Conference, the Government decided
that before finally confirming its decision to proceed with the Murupara project it should
send a representative New Zealand delegation, led by the Ministerial Head of the Forest
Service, to North America. The delegation, however, was instructed not only to attend
the Montreal Conference, but to make such other investigations as would assist the
Government in arriving at a final decision on the Murupara project.

CoMPOSITION OF DELEGATION
(4) The delegates appointed were—

Hon. C. F. Skinner, Commissioner of State Forests, Chief Delegate.
Mr. 8. J. Robinson, Managing Director, B. J. Ball (N.Z.), Ltd., Auckland, Delegate.
Mr. A. R. Entrican, Director of Forestry, Delegate.

The selection of Mr. 8. J. Robinson as a member of the delegation was made not
merely as a result of the suggestion by the Director-Greneral of FAO that each delegation
should, if at all practicable, include representation of trade interests, but because Mr.
Robinson has been the outstanding authority for many years on pulp and paper impor-
tations and their use in New Zealand. It was felt that he, more than any other individual
in the Dominion, was best qualified to advise the Hon. C. F. Skinner as Chief Delegate
regarding consumer markets and trends. The Director of Forestry was likewise appointed
as adviser on local economic factors affecting the proposed production of pulp and paper
in New Zealand.

Itinerary Ex Route To MONTREAL

(5) The delegation left Auckland on 12th April by British Commonwealth Pacific
Airways aeroplane and proceeded to Portland, Oregon, where conferences were held
with Mr. W. H. Rambo and visits paid to various sawmill and pulp and paper-making
plants in the Vlcmlty Thence the delegation proceeded to Eastern Texas, where it
visited the operations of the Southland Paper-mills at Lufkin, this bem(r the only
newsprint plant in the world to be successfully producing a high-quality sheet entirely
from pine. A brief stop was made at Washington, D.C., in order to discuss with Mr.
Charles A. Brannon, the Secretary of Agriculture, under whom the United States Forest
Service functions, the practicability of organizing an exchange of New Zealand and
United States forestry officers ; and with the officials of the National Park Service the
organization and development of recreational facilities in national park and other reserved
areas. At Pittsburgh the delegation conferred with the Rust Engineering Co. in order
to clarify various issues raised by its report on the pulp and paper section of the
Murupara project.

ReturN ITiINERARY Ex ROUTE T0 NEW ZEALAND

(6) The Conference itself comprised most of the days and some of the evenings
between 25th April and 4th May inclusive, at the conclusion of which the delegation
returned to Pittsburgh for further discussions with the Rust Engineering Co., also
revisiting the Southland Paper-mills at Lufkin, Texas. From Texas the Hon. C. F.
Skinner and Mr. S. J. Robinson returned to Portland for further conferences with Mr.
W. H. Rambo and inspections of various logging and sawmilling and pulp and paper-
making operations before returning to New Zealand on 17th May. The Director of
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Forestry returned to Pittsburgh in order to co-ordinate work on the two separate sections
of the Murupara project being planned and designed by Mr. W. H. Rambo and the
Rust Engineering Co. He, too, later visited the Pacific North-west and British Columbia,
and with Mr. W. H. Rambo examined various logging, milling, and pulp and paper-
making operations not examined by the other two members of the delegation before his
return to New Zealand on 3rd July.

PART II—ORGANIZATION AND CONDUCT OF CONFERENCE
A. DESCRIPTION OF CONFERENCE
GENERAL

(1) The Preparatory Conference on Wood Pulp assembled in the Windsor Hotel
at Montreal, Canada, on Monday, 25th April, and remained in session until Wednesday,
4th May, 1949. Tt was attended by delegates from twenty-one Governments, by
observers from ten Governments, and by representatives of UNESCO and ILO. They
were welcomed by representatives of His Majesty’s Canadian Government, the Canadian
National FAO Committee, and the Canadian pulp and paper industry. The Director-
General of FAQO, Mr. Norris B. Dodd, opened the proceedings with an address on the
main elements of the world situation which had caused his Organization to convene the
Conference. Mr. R. W. Fowler, President of the Canadian Pulp and Paper Association,
was elected Chairman of the Conference, and M. M. du Vignaux, of France, and Major
C. F. Skinner, M.C., of New Zealand, as Vice-Chairmen.

ProcrEDINGS
(2) Only three plenary or bilingual sessions were held, the greater part of the
remainder of the work being carried out by the Conference in committee. Only two
technical committees were set up, one to consider the possibilities of using tropical woods
for pulping, and the other to consider the pulping of straw. During the opening plenary
session most of the participating delegates provided the Conference with statements
outlining the main features of the wood-pulp situation in their respective countries,
following which the Conference went into committee to assemble and discuss regional
and world statistics relating to production and consumption and trend in wood-pulp
and pulp-wood. Later during the Conference another plenary session was held to receive
a message from the Director-General of UNESCO on the serious social and political
repercussions of inadequate supplies of newsprint and printing-papers which existed in
many lands, forming effective barriers to the development of education, restricting the
freedom of the press, and hampering healthy political growth. Following the final
assembly of regional and world statistics, the Conference in committee formulated a

report for adoption at its closing plenary session.

ENTERTAINMENT

(3) Official receptions were tendered by His Majesty’s Canadian Government and
by the Canadian Pulp and Paper Association. Numerous informal receptions were
organized by various delegations in order to exchange views on points of common interest
not covered by the Conference. The United Kingdom delegation entertained Common-
wealth delegates on the occasion of the Indian agreement to remain within the Common-
wealth. The New Zealand Minister in Canada, Mr. James Thorn, held a reception in
honour of the Hon. C. F. Skinner in order that the New Zealand colony in Montreal
might have an opportunity of meeting the Hon. the Commissioner of State Forests and
other delegates to the Conference.
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B. ORGANIZATION OF CONFERENCE

PrerPARATORY WORK

(1) Owing to the exploratory nature of the Conference, its short-term review of the
future, and the urgency with which it was convened, any basic studies by delegates of
economic and technical trends in the industry were dispensed with. Delegates were
requested to bring as much information as possible about present and prospective pulp
capacity and needs of their own countries as well as of their principal customers and
suppliers. The New Zealand delegation had as a guide to future requirements the records
of almost twenty years of importations, together with Mr. S. J. Robinson’s intimate
knowledge of both the New Zealand and Australian trade.

ADMINISTRATION

(2) The organization and administrative arrangements at the Conference itself
were of a high order. The Secretariat for the Conference was provided from the staff
of the Forestry Division of FAO. It worked with extraordinary efficiency and at
extremely high pressure. The facility with which it produced the result of day-to-day
deliberations in the form of numerous statements, statistical returns, and draft reports
for consideration by the Conference reflects great credit on the entire staff from the
Secretary-General downwards.

AccoMMODATION
(3) By accommodating most delegates in the Windsor Hotel itself, the work of the
Conference was much simplified. A list of members of each delegation, together with

an official directory giving the address and telephone number of each delegate, proved
invaluable in maintaining contact between delegates.

STEERING COMMITTEE

(4) A Steering Committee composed ostensibly of the heads of delegations was
too unwieldy to function normally. It met on the opening day of the Conference to
adapt a standard set of rules of procedure used by FAO for such conferences to the
requirements of the Montreal gathering, but its principal activity was to check and
modify for adoption by the Conference in its closing plenary session the final draft
report prepared by the Secretariat. Except for the small amount of work by two
technical committees on the pulping of tropical hardwoods and of straw, the whole
work of the Conference was carried out by a very full attendance of delegates, either
in plenary sessions or in committee as a whole. All draft reports, however, were
produced by the Secretariat as a basis for discussion and modification in accordance
with the debated desires of delegates. Individual delegates with specialized experience
and knowledge were placed in charge of various sections of the statistical work of the
Conference, but final checking of basic data and the preparation of tables was also
undertaken by the Secretariat.

CoMPOSITION

(5) Many delegates were disappointed at the paucity of trade representation. Of
the major pulp-producing countries, Canada was the only one with adequate
representation, though for their size some of the miner countries, including New
Zealand, had ample representation.
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C. PROCEEDINGS OF CONFERENCE

PROCEDURE

(1) The rules of procedure adopted for the conduct of the Conference deserve no
special mention, more especially as the whole of the Conference was conducted most
pleasantly and informally under the able Chairmanship of Mr. R. M. Fowler, President
of the Canadian Pulp and Paper Association. The freest possible discussion was the
invariable rule of the Conference, and no question of the right of any delegate, observer,
or other member of a delegation either to speak or to vote was debated during the
proceedings.

AGENDA

(2) The amended agenda set out in Exhibit B was closely followed by the Conference.
Delegates had first to sift, assemble, and present their wood-pulp statistics in usable
form before proceeding to analyse them on either a regional or world basis, but because
of lack of uniformity in their collection the Conference was forced to compromise on
various objectives, and to judge such meagre statistics as were available in some cases
in the light of the best available knowledge amongst the assembled delegates. The
brief statement on the New Zealand wood-pulp position made at the opening session
by the Hon. C. F. Skinner as Chief Delegate is attached as Exhibit C.

StraTistrca. WoRK

(3) The statistical work of the Conference proved more time-consuming than had
been anticipated, and in order to secure usable data for urgent analysis and critical
examination it was decided to concentrate on the collection of the more important data,
with emphasis upon the two broad classes of chemical and mechanical pulp. This was
achieved by making individual delegates with specialized knowledge and experience
responsible for the completion of the work in six sections :—

(@) Capacity and production.

(b) Consumption and requirements.

(¢) Import requirements.

(d) Export supplies.

(e) Dissolving wood-pulp supplies and requirements.
(f) Pulp-wood requirements and supplies.

PART III—REPORT OF THE PREPARATORY CONFERENCE ON WORLD
PULP PROBLEMS

(Nore.—For convenience, all tables have been retained in their original form on the basis of
metric tons (2,2041b.). In subsequent sections of the report both short tons {2,000 1b.) and long
tons (2,2401b.) are variously used, but in all cases the basis is clearly defined. The Annexes referred
to herein are not reprinted in this report.)

PREAMBLE

1. In 1948, world production of wood-pulp reached an ali-time high of about
98,000,000 metric tons. At the same time, a number of new mills were under construction
or in an advanced stage of planning in North America, Latin America and Oceania.
In Europe and Japan, efforts were being made to restore, as far as possible, pre-war
capacities of the pulp and paper industries. Towards the end of the year, however,
the world market for pulp was beginning to show signs of at least temporary saturation,
and this created some uncertainty among producers and consumers about the world
situation and outlook for wood-pulp.
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2. There is a general agreement regarding the continuing rise in requirements for
pulp and its products, a trend which has repeatedly induced the Economic and Social
Council of the United Nations and UNESCO to stress the urgent necessity of providing
more newsprint and other papers for the promotion of education and the distribution of
news. On the other hand, pulp-producers are sometimes encountering difficulties in
selling their products, and, in consequence, question whether supplies have caught up
with or even surpassed effective demand. The recent change-over from a sellers’ to a
buyers’ market was accompanied by price reductions for all grades of wood-pulp. The
situation is complicated by currency and exchange problems as well as by lack of
purchasing-power in many countries.

3. Several major shifts in the world pattern of the wood-pulp industry have
taken place during the past decade, most of these being attributable to the war and
its aftermath. Other changes are in prospect for technological reasons. In November,
1948, the fourth session of the Conference of FAQ therefore passed the following
resolution :—

In view of the uncertain future outlook with regard to productive capacity and demand for
wood-pulp, the Conference :

(@) Considers that more attention to this important commodity should be given.

(6) Approves of the organization in the very near future of a Preparatory Conference on World
Pulp Problems, for the purpose of attempting a broad survey of the world situation and
outlook, and of formulating a programme of regular international statistics.

(c) Greatly appreciates the co-operation of the Government of Canada and the Canadian Pulp
and Paper Association in inviting the Conference to hold its first session at Montreal, and
urges all countries having wood-pulp to participate actively.

4. In accordance with this recommendation, and at the invitation of the Canadian
Government, FAO convened a Preparatory Conference on World Pulp Problems,
which met at Montreal, 25th April to 4th May, 1949. It was attended by delegates
from twenty-one Clovernments, by observers from ten Governments, and by
representatives of UNESCO and ILO. Names of participants appear in Annex I.

5. Mr. R. M. Fowler, President of the Canadian Pulp and Paper Association, was
elected Chairman of the Conference, and M. M. du Vignaux, of France, and Major
Q. F. Skinner, M.C., of New Zealand, as Vice-Chairmen.

6. Delegates were welcomed by representatives of the Government of Canada,
the Canadian National FAO Commaittee, and the Canadian pulp and paper industry.
Proceedings opened with an address delivered in person by Mr. Nors E. Dodd,
Director General of FAO, who outlined the main elements of the world situation which
had caused the Organization to convene the Conference and which it was hoped the
Conference would more fully explore. A message from the Director-General of UNESCO
drew attention to the very serious social and political repercussions of inadequate supplies
of newsprint and printing-papers which exist in many lands and form effective barriers
to the development of education, restrict freedom of the press, and hamper healthy
political growth.

7. Most of the participating delegations provided the Conference with brief state-
ments outlining the main features of the wood-pulp situation in their respective
countries. The messages of the Director-General of UNESCO and the Director-General
of FAO, and statements submitted by participating countries, comprise Annex II of this
report.

P 8. During its sessions the Conference assembled and discussed regional and world
statistics relating to production, consumption, and trade in wood-pulp and pulp-wood.
Special attention was paid to requirements for the immediate future, and statistical
summaries were prepared showing the regional and total effects of present estimates of
projected consumption and production of wood-pulp and pulp-wood up to the year 1955.
These statistics, subject to the qualifications made in subsequent sections of this report,
provide the essential background for the conclusions of the Conference.
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9. Because of the anticipated development in requirements for pulp and its products,
special interest attaches to the possibilities for finding new sources of raw materials.
For this reason the Conference established a special committee to consider the possibilities
of using tropical woods for pulping, and also a committee on straw pulps. The reports
of these committees appear in Annex IIL

RECOMMENDATIONS
I

10. The review of present and prospective pulp production and requirements under-
taken for the first time on a world basis by this Conference proved extremely useful.

The Conference therefore

ExpPrESSES its appreciation to the Canadian Government and the Food and
Agriculture Organization for having provided the opportunity for representatives of pulp
producers and consumers to meet and to discuss their problems.

II

11. As to the future procedure, the Conference feels that periodic reviews of the
world pulp situation such as the present meeting have a distinet value but that it would
be premature at this time to make specific recommendations regarding a further pulp
conference, and therefore

Requests the Director-General of FAO, in accordance with his constitutional
powers,

(@) To keep the world pulp situation under continuous review.

() To consider the time and place of any further international Wood Pulp
Conference after consultation with the Council of FAO and the Governments
which would be particularly interested as major producers or consumers, as
was done in the case of the present Conference.

111

12. Prospective pulp-wood shortages in Hurope and unavailability of adequate
pulp-wood supplies in some other regions of the world direct growing attention to the
development of high-yield pulping methods and to the search for alternative raw
materials.

18. Considerable progress has been reported in the use of straw for the manufacture
of pulp. Encouraging results have also been obtained from the experiments with the
use of heterogenous tropical wood for pulp-making. These experiments were under-
taken on an industrial scale for a large number of species such as could be obtained by
the systematic exploitation of tropical forests.

The Conference therefore
RECOMMENDS

(a) That the application of high-yield pulping methods and the possibilities of
large-scale use of straw and other substitute materials, including those hitherto considered
unsuitable for pulp-making, be studied further in consultation with FAO’s Committee
on Wood Chemistry.

(b) The establishment, possibly with the assistance of competent international
organizations, of demonstration plants for the industrial application of new pulping
methods giving higher yield or permitting the use of materials hitherto considered
unsuitable for the manufacture of pulp.

(¢) The exchange of information through the FAO regarding results of studies
undertaken in different countries.
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Iv

14. There exists a large body of international pulp and paper statistics compiled
both by Governments and by industrial and trade associations. It is obviously desirable
that these statistics be maintained and further developed and that any programme
for world pulp statistics avoid unnecessary duplication and take maximum advantage of
whatever existing material can be obtained from Government and private sources.

156. On the other hand, the work of the Conference has revealed considerable gaps
in world pulp statistics, especially with regard to certain countries and areas which play
an increasing part in world production and consumption but about which little statistical
information is available. The Conference was also impressed by existing differences in
the classification of wood pulp statistics which greatly reduce their international
comparability.

The Conference therefore

RecomMENDS

{(a) That FAO’s programme for wood-pulp statistics be reviewed with due consider-
ation for the views of experts from Governments and private institutions and that
arrangements be made for the necessary exchange of information designed to give FAO
the benefit of available material with the least delay and the least additional work to
Governments and industrial associations.

(b) That FAO’s pulp statistics be primarily designed to provide an authoritative
and homogeneous set of statistics on the production, consumption, stocks, and inter-
national trade of wood-pulp and pulp-wood, and thus to fill existing gaps of information,
including statistics on pulp manufactured from straw and other non-wood materials.

(¢c) That FAO undertake special efforts towards the standardization of national pulp
and pulp-wood statistics in order to improve their international comparability.

%
16. The Conference

(a) RequEsTts all participating delegations and observers to bring this report to the
immediate attention of their Governments ;

(0) Invires the Director-General of FAO to present this report to the forthcoming
session of the Council of FAO, meeting in June, 1949, in Paris;

{(¢) REQUEsTs the Council of FAO to include world pulp problems in the agenda of
the Fifth Annual Conference of FAO ;

(d) ExprEssEs the view that the problems connected with present and prospective
consumer needs for pulp products be considered by the FAO Council next June, including
the advisability of undertaking the preparation of a study of the facts by the staff of FAO
in co-operation with UNESCO, to be presented to the fifth session of the Annual
Conference of FAO. Some delegations reserved the right to question the jurisdiction
of FAQO and the advisability of its undertaking such a study at the present time ;

(e) REcORDS its appreciation for the message sent by the Director-General of
UNESCO and for the continued attention that this Organization is giving to the
educational and social aspects of newsprint and paper consumption ;

(f) Draws the attention of the Regional Economic Commissions of the United
Nations to the present report and its findings ; and

(9) InviTes the Executive Secretary of ECE to consider, in co-operation with FAO,
what further action may be necessary with regard to Europe’s pulp and pulp-wood
problems.

VI

17. The present report and annexes are herewith unanimously adopted for public
release.
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CONCLUSIONS
A. General Summary

18. In one sense, world needs for the products of pulp—newsprint, other printing
and writing papers, wrappings, packaging material, and textile fibres—are far greater
than existing supplies. This was the tenor of the message from UNESCO, with which the
Conference agreed in principle. However, physical limitations as well as the economic
and financial problems connected with the acquisition of desirable supplies seem to
stand in the way of meeting consumer needs as disclosed by UNESCO. Accordingly,
the Conference had to restrict its deliberations to the present and future effective demand
of the pulp-using industries.

19. The Conference estimates show approximate equilibrium between world pro-
duction and requirements for 1948 to 1955. If these figures are confirmed by subsequent
developments there should be no major wood-pulp surplus or deficit during the period
under review. ‘

20. The war has brought about a major change in the distribution of pulp-production
and pulp-consumption as between different regions of the world. North America, which
in 1937 produced 44 per cent. and consumed 51 per cent. of the world output, now
produces 68 per cent. and consumes 71 per cent. The production and consumption of
Turope, on the other hand, have fallen from 50 per cent. and 42 per cent. respectively
in 1937 to 27 per cent. and 25 per cent. in 1948. The relative and absolute importance
of consumption in Asia and the Far East have been reduced, largely because of the
changed situation of Japan. In Latin America, and in Oceania large percentage increases
in output have occurred, but the tonnages in both regions are small in terms of world
production.

21. Although 1948 production was the highest on record, it was estimated that
there was in existence unused pulp-producing capacity to the extent of 4,300,000 tons
in Turope and of more than 1,000,000 tons in other parts of the world, mainly in Japan.
At the sams time a large amount of new capacity was building or planned.

292. The increases for consumption and production of wood-pulp and pulp products
forecast for 1955 are subject to limitations which, particularly in Europe and Japan,
may place grave difficulties in the way of their fulfilment. On the continent of Europe,
but with less application to the nmorthern countries, forests have been heavily overcut
during the war and post-war years, and these accelerated rates of cutting cannot be
sustained indefinitely without disastrous results. Full use of the pulp-productive capacity
which already exists would require an increase of more than 60 per cent. in Europe in
the rate of cuttings achieved in 1947 if full reliance were to be placed on the forests of
the region. This appears to be improbable because of the high level of demands for
other and competitive forest products, such as saw timber and pit-props. The situation
is made more acute by the cessation of exports of pulp-wood from the U.S.S.R. Current
estimates for European pulp-production in 1955 would require net imports of pulp-wood
in excess of 3,000,000 cubic metres (m.3). This figure is to be compared to a total Buropean
pulpwood cut expected to range from 40,000,000 to 50,000,000 cubic metres (m.3) around
1955. Yet this deficieacy raises a difficult problem since it affects primarily the countries
of eastern Europe, which, in view of the present state of their forest resources, have to
rely on large pulpwood imports.

23. The Japanese Government desires to increase wood-pulp produsction sub-
stantially, in spite of the domestic forests being overcut twice their annual growth. This
Japanese production plan does not have the approval of the Occupation Forces. Prospects,
for large imports of pulp-wood are not good because of the lack of adequate funds by
the Japanese.



15 C—3a

24. A further factor affecting paper-supplies is the increased manufacture of dis-
solving grades of pulp, mainly for the production of textile fibres. Although this diversion
affects only a small proportion of the total production of chemical pulp at present, it
tends to reduce the amounts available for the production of paper and paperboard
whenever it occurs without the corresponding expansion of pulp-producing capacity
as is true in some of the older pulp-producing areas.

TaBLE I—PRELIMINARY WORLD PULP BALANCE*
(In 1,000 metric tons)

]
1937. 1948. | 1949. l 1950. 1955.
Region. "
CO“'_ Produc- (,on-- Produc- | Require-| Produc- | Require-| Produc~ | Require-| Produc-
sump tion. Sump tion. ments. tion. ments. tion. ments. tion.
tion. tion. !
Europe .. .. | 10,000 | 12,445 6,700 7,900 8,050 8,750 9,080 9,370 | 11,430 | 10,900
TU.S.8.R. (for export) .. .. .- .. 40 . 50 .- 75 . 200
Near East .. .. 15 5 15 10 20 15 20 15 25 30
North America .. 112,055 | 10,950 | 19,255 | 19,045 | 18,930 | 18,485 l 20,290 | 19,800 | 23,705 | 23,475
Latin America .. 245 25 470 190 540 295 570 315 700 440
Africa .. O . 15 15 15 15 15 15 35 30
Asia .. .. 1,525 1,190 520 505 630 545 715 660 925 865
Oceania .. 50 .. 165 120 160 110 220 140 410 320
World .. | 23,890 | 24,615 | 27,145 | 27,780 | 28,345 | 28,265 | 30,910 30,395 | 37,230 | 36,260
Apparent surplus (+) or deficit (—)
Region. ’ 1937. ’ 1948. i 1949. 1950. 1955.
Europe .. .. .. +2,445 +1,200 -+ 700 +290 —530
U.S.8.R. .. .. .. .. + 40 + 50 + 75 +200
Near East .. .. .. — 10 _— 5 — 5 — 5 + 5
North America .. .. .. —1,105 — 210 —d445 —490 —230
Latin America .. .. .. — 220 — 280 —245 —255 —260
Africa .. .. .. .. .. . .. .. — 5
Agia .. .. .. .. — 335 — 15 — 85 — 55 — 60
Oceania .. .. .. — 50 — 45 — 50 — 80 — 90
World .. .. .. + 725 -+ 635 — 80 —515 —970

* The forward estimates are based upon varying hypothetical assumptions as to prevailing economic conditions in
the various countries of the world.

B. Short-term Sttuation

95. The figures appearing in Table I with regard to 1949 and 1950 are, on the whole,
more reliable estimates than those shown for 1955. Yet even in interpreting these figures
it should be remembered that they constitute maximum estimates which are both
possible and desirable, but which might be substantially modified in the light of general
economic conditions. Moreover, the fulfilment of these estimates must come in most
countries from the action of individual producers and pulp-consuming industries, over
which the Governments represented at this Conference exercise no direct control.

26. The world pulp-production in 1948 was some 3,000,000 tons higher than in 1937,
the best pre-war year. Statistics assembled by the Conference indicated that this out-
put was slightly in excess of current consumption. Although the apparent world surplus
was less than 3 per cent. of production and may be due to statistical inaccuracies, it
tends to explain the recent decline in prices, accumulation of stocks, and the difficulties
encountered by producers in disposing of their pulp.
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27. The estimates for 1949 and 1950 indicate a rapid restoration of equilibrium.
World pulp requirements for 1949 are expected to exceed last year’s consumption by
1,200,000 tons, while world production will only increase by 500,000 tons. For 1950 a
further rise in requirements by 2,500,000 tons is anticipated, which would exceed current
production by 500,000 tons. If these forecasts are confirmed by subsequent events,
there might be a slight deficit by the end of 1950.

28. These world trends may be accompanied by certain shifts in the geographical
distribution of wood-pulp production and consumption. Despite capacity increases,
North America’s output in 1949 is expected, for economic reasons, to remain almost
600,000 tons below the previous year; this reduction would be offset by a projected
increase in Huropean production of 830,000 tons. In 1950 European production is
expected to expand by another 600,000 tons and North American production by
1,300,000 tons.

29. It is expected that European requirements will show a very much quicker
expansion than European production, with the result that Europe’s net surplus available
for export from current production of wood-pulp would decline from 1,200,000 tons in
1948 to 700,000 tons in 1949 to some 300,000 tons in 1950. To the extent that currency
considerations compel European producers to give priority to whatever they can sell for
dollars, the supplies of wood-pulp available to Europe from European production
might fall below effective requirements unless the production in northern Hurope is
correspondingly increased. If, on the other hand, Huropean requirements were fully
met, this might curtail substantially Europe’s possibilities of securing dollars and other
non-European currencies through pulp exports.

30. Also, in North America, market pulp requirements are likely to continue on a
somewhat higher level than production. It is possible, however, that some of the resulting
net import requirements may be met from accumulated stocks; it should further be
remembered that North American requirements are calculated on the assumption of
full employment and other economic conditions which may not occur.

31. It should be understood that the figures just quoted refer to net balances and
do not indicate actual imports or exports. Indeed, in the case of North America, it is
estimated that actual pulp imports from Europe might be in the order of 300,000 to
500,000 tons in both 1949 and 1950, while at the same time total North American over-
seas exports might be in the order of 250,000 tons, or about the same level as in 1947
and 1948, This suggests that no substantial quantities of North American pulp will be
offered to the traditional markets for European pulp and that the fears of European

roducers in that connection are unfounded. American purchases of European wood-
pulp are likely to be substantially larger than the quantities to be shipped from North
America to continental Europe.

32. It should be stressed that the temporary surplus experienced at the end of 1948
referred only to effective demand, and that Europs and large portions of Asia were
actually suffering from shortage of paper and other pulp products, which were insufficient
to meet the desires of the press and other consumers. Although the lack of purchasing-
power and currency restrictions which accounted for this situation are likely to continue,
reductions in the prices of pulps and larger available supplies should, in the near future,
gomewhat ease the acute shortage of newsprint and other papers in war-affected regions.

C. Long-term Outlook
1. General Remarks

33. The Conference devoted considerable attention to the prospective wood-pulp
situation in 1955 and even attempted to make certain estimates, which are summarized
by regions in the various tables of this report. Thess figures should be considered with
extreme caution not only in view of their tentative nature, but because only a limited
number of countries was prepared to present estimates. Hence the Conference had to
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take on itself the task of assessing the future developments in a number of countries,
some of which, like Sweden and Finland, are among the most important wood-pulp
producers.

34. A further general qualification of all figures for 1955 is necessary as a result
of the usual tendency in forward estimates to exaggerate future requirements and to
underestimate prospective production. Allowance for this error suggests that the 3 per
cent. deficit between world requirements and production in 1955 shown in Table I
is not likely to occur, and that a satisfactory balance between production and require-
ments may be anticipated for 1955 if the assumptions underlying the estimates in
Table I are realized and the necessary pulp-wood is available.

35. Finally, it should be stressed that the figures listed for 1955 do not represent
forecasts in the usual sense, but rather indicate expectations for the production and
consumption of wood-pulp in individual countries. These expectations are based for
many countries on the assumption of full employment and continued economic expansion,
and are bound to undergo modification under the impact of subsequent developments,
including considerations arising from the balance of payments of various countries.
Moreover, forecasts may be revised in some important respects in the light of the findings
of this Conference. Since it was the purpose of the Conference to attempt a regional
and world-wide review of programmes for wood-pulp production and distribution, a
revision of those expectations as a result of its findings would implement one of the
major purposes which it hopes to achieve.

II. Consumer Needs*

36. Pulp requirements arise from the needs of paper and other industries manu-
facturing an ever-growing variety of pulp products such as newsprint, other printing
and writing papers, wrappings, paper-board, building-boards, rayon, &c. The output
and hence the requirements of these pulp-processing industries is in turn determined by
the effective demand of consumers for their products.

37. Without attempting an assessment of consumer needs for paper and other pulp
products, the Conference felt that the trend of pulp requirements for the period 1948-55
as shown in Table I appears adequate to cover the needs of consumers in different parts
of the world in terms of effective demand and purchasing capacity. It appears unlikely
that substantially larger amounts of paper and other pulp products could be imported
and bought even if they were available. On the other hand, the Conference was not
certain whether pulp-production in 1955 would actually reach the projected levels,
mainly on account of raw-material shortages in Europe and Japan, which are discussed
later m this report.

38. A more detailed examination of needs for pulp products was beyond the scope
of the present Conference. To assess these needs it would be necessary to consider not
only the desirable and the possible trends in the consumption of paper for educational
purposes and for packaging, and in the manufacture of rayon for clothing and for
industrial purposes, but also to determine the extent to which the purchasing-power
of consumers and the balance of payment of countries that import paper and rayon
would make it possible to meet these needs.

39. Moreover, increasing amounts of straw, bamboo, waste paper, and other raw
materials are used in addition to wood-pulp for papermaking, and all these materials
must be taken into consideration in any attempt to establish a balance for paper and
other pulp products. These additional raw materials, although of agricultural or forestry
origin, were not included in the terms of reference of the present Conference, which was
therefore unable to give to them that thorough consideration which their importance
may justify.

* Needs * is used in this section to indicate consumer requirements, irrespective of economic or
physical possibilities for meeting them.
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10. The Conference, however, received a message from the Director-General of
UNESCO concerning the world needs for newsprint and other papers and noted his
coneern about the fact that cultural progress in the less-developed countries is delayed
through inadequate supplies of printing-papers, while, in many of the more advanced
countries, post-war shortages of paper still interfere with the normal functioning of the
press and the restoration of educational facilities.

41. The Conference was unanimous in appreciating the importance of adequate
paper-supplies for mass education and information and agreed that larger paper-supplies
for these purposes are eminently desirable. Many delegates believe that an assessment
of present and prospective consumer needs for pulp products would constitute a valuable
supplement to the information on wood-pulp contained in the present report. They
expressed the view that this matter should be considered by the FAO Council next June,
including the advisability of undertaking the preparation of a study of the facts by the
staff of FAO in co-operation with UNESCO, to be presented to the Tifth session of
the Annual Conference of FAO. Some delegations reserved the right to question
the jurisdiction of FAO and the advisability of its undertaking such a study at the
present time.

II1. Production and Reguirements

492. Tn addition to the general reservations that apply to all forecasts of requirements
(see paragraphs 32 to 34), the estimates of wood-pulp requirements in 1955 attempted
by the Conference call for further qualification. For many years pulp-producers have
attempted to integrate their operations with the manufacture of newsprint, paper-
board, and a few other mass products in a continuous-flow operation. This tendency
is not only in line with the general economic policy of countries to produce fully-
manufactured rather than partially-manufactured products, but also tends to render the
production process more efficient and to reduce shipping costs.

43. Tn pursuance of this policy the major pulp-producing countries have undoubtedly
included in their forward estimates for pulp requirements provision for additional exports
of finished products. This may reduce the export possibilities of countries which had
hitherto imported substantial amounts of pulp for re-export in the form of paper and
similar products, but it is unlikely that these reductions were fully considered by the
latter group ; the requirement estimates in Table I might therefore be on the high side.

44. Tt should also be remembered that a number of less-developed countries are
about to set up their own pulp industries, which would supply local paper-mills, which
hitherto had to import all their wood pulp from Europe and North America.

45. The Conference believes that these tendencies toward the local integration of
pulp and paper manufacture, while perhaps inevitable, may endanger the continued
existence of converting industries in a number of pulp-importing countries. The
Conference envisages the maintenance of pulp exports at levels which would permit
the continued activity of existing pulp-converting industries, but calls attention to
the danger of any expansion of pulp-converting industries in countries which do not
have an assured and continuous supply of pulp from domestic or nearby sources.

46. With due consideration to the preceding qualifications, Table I indicates that
pulp requirements in 1955 will be roughly 10,000,000 tons, or almost 40 per cent.,
higher than in 1948. This increase at an annual rate of almost 6 per cent. is indeed
very substantial, especially when compared to an increase of only 3,300,000 tons, or
15 per cent., between 1937 and 1948, corresponding to an annual expansion of 1% per
cent. It is true that the past eleven years have been disturbed by aworld war, whereas
the forecasts for 1955 assume a period of peaceful expansion.

47. The Conference estimates show approximate equilibrium between world pro-
duction and requirements for 1948 to 1955. If these figures are ¢onfirmed by subsequent
developments there should be no major wood-pulp surplus or deficit during the period
under review.



19 C—3a

48. On the other hand, the estimates indicate a significant change in the world
distribution of wood-pulp, as shown in Table II:—

TasLE II—REGIONAL WO0OD-PULP SITUATION
(In percentages)

1937. } 1948. 1955.
Regions . |
Consumption.} Production. ‘Consumption. Production. }Consumption, Production.
| |

Europe .. .. 42 51 ! 25 28 31 30
U.S.S.R. .. .. N.A. N.A. ¢ NAL N.A. N.A. N.A.
Near East .. .. * B ; * * i * *
North America .. 50 44 71 69 ! 64 65
Latin America .. 1 * 2 * 2 1
Africa .. .. * * ® * * ®
Asia .. .. 6 5 2 2 2 2
Oceania * * | * * 1 1

100 100 100 100 160 100

N.A.=not available. * Less than 1 per cent

49. The Conference estimates indicate a change in Europe’s position in the world
pulp picture. Before the war this Continent was the major source of wood-pulp exports
to the rest of the world with a net export of roughly 2,500,000 tons. At present Kurope
is still a net exporter of wood-pulp, although on a smaller scale, but according to
Table I European requirements by 1955 would be in excess of European production.
Such a situation, if it should develop, could be corrected by smaller over-all requirements
or by such increases in the wood-pulp production in northern Europe as may be
necessitated by economic circumstances and by consideration of commercial policy.
Yet, according to general trends, each of the major regions of the world would have to
supply by 1955 most of its own pulp, notwithstanding the possible continuation of
certain trans-oceanic pulp shipments.
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50. The Conference has tentatively estimated wood-pulp exports of the U.S.S.R.
at 200,000 tons for 1955. It believes that this is a cautious estimate and that a
substantially larger supply might be forthcoming from this source.

51. Between 1948 and 1955, North Ameri&’s wood-pulp requirements show an
increase of 4,500,000 tons, or 23 per cent., compared to an estimated 80-per-cent. increase
for Europe and even larger proportional increases for Oceania, Asia, and Latin America.
The gradual levelling off of the rising curve in North America’s pulp requirements must
be attributed mainly to the exceptional increase during the first post-war years, whereas,
conversely, European output from 1946 through 1948 was restricted by raw-material
shortages and other post-war conditions.

52. In 1955 world pulp-consumption may be roughly 50 per cent. higher than in
1937 ; but Europe’s requirements for the same period may only be expected to increase
by 14 per cent. and Asia’s requirements may still be down by 40 per cent.

1V. Raw Materials

53. The Conference was in unanimous agreement that no pulp-factory should be
built without being assured of a continuous supply of raw materials based on sustained
forest yield. In general, pulp should be produced where mills can be supplied with
pulp-wood in an economical way.

54. There are exceptions to this rule—e.g., the transport cost of wet pulp is so
high that it is cheaper to import pulp-wood ; it also might be necessary to maintain in
existence for social, political, and humanitarian reasons established pulp-mills which
have to rely on pulp-wood imported from considerable distances. Such mills may
eventually be able to replace imported pulp-wood with other raw materials from nearer
sources, although such a replacement would presumably entail considerable investment
in new equipment.

55. In this connection, progress in the manufacture of pulp from temperate-
zone hardwoods, tropical woods, residual straws, and grasses warranted particular
consideration by special working groups of the Conference.

56. A report containing FAO’s summary on the world outlook for supplies of
pulp-wood is attached as Annex IV of this report.

57. Table ITI reveals for 1955 a prospective trade deficit of some 5,000,000 cubic
metres (m.3); additional imports of that magnitude would be needed to achieve the
anticipated pulp-production of 36,300,000 tons. This trade deficit and the shortages
of pulp-wood supplies in Europe and Japan do not mean that it would be impossible
to attain by 1955 a world production of 36,000,000 tons of pulp or even more. But the
figures assembled in Table III indicate that, unless prospective supplies of pulp-wood
or other fibrous materials can be increased through large imports from the Soviet Union,
or by technical improvements such as integration of forest industries, a considerable
change in the location of pulp capacity may have to take place if the anticipated
production is to be reached. To explore this problem further the Conference decided
to review the position by regions.

58. Europe—Last year’s pulp-production in Europe was not quite two-thirds of
pre-war, but by 1955 European nations expect to regan 90 per cent. of their pre-war
output. This would require approximately 48,000,000 cubic metres (m.3) of pulp-wood,
which, according to Table III, exceeds Huropean pulp-wood supplies by roughly
3,400,000 cubic metres (m.3). This situation exists in spite of the fact that for the
Continent of Europe taken as a whole forests are at present being overcut to the extent
of 20 per cent. of annual growth. In some cases, however, and in particular in northern
Europe, annual drain is in line with annual growth.

59. In pre-war years, Burope’s pulp industry relied on an annual import of 3,000,000
cubic meters (m.3) of pulp-wood, which came almost entirely from present area of the
Soviet Union. The Conference feels that a resumption of pulp-wood exports from the
TU.S.S.R. on the pre-war scale is unlikely.



23 C—3a

60. In that case, Germany, France, and, to a smaller degree, the United Kingdom
and Switzerland might be compelled to reduce their production below the 1955 estimates.

61. Tt should be stressed that if lack of pulp-wood compels European nations to
reduce pulp-production approximately 1,000,000 tons, these countries might need to
import more pulp or paper from the Western Hemisphere. If such additional imports
were to offset the reduction in pulp output, the result at present prices would be a
deterioration of Europe’s dollar position by an amount well in excess of $100,000,000.
If, on the other hand, Buropean countries could find the necessary pulp-wood or other
raw material to maintain production, such imports, if obtained from eastern Hurope,
would cause no dollar drain ; if the pulp-wood were supplied from North America, it
would create a dollar liability at the maximum in the order of $20,000,000 to $30,000,000.

62. Tt is possible that an increase in the raw-material supplies for European mills
can be achieved to some extent by closer utilization of sawmill waste, greater use of
hardwoods and alternative raw materials, the introduction of high-yield pulping methods,
and possible diversion of some fuel-wood or other timber to the pulp-mills. The active
programmes of research under way in Finland, Scandinavia, and other countries may lead
to more efficient use of raw materials. Further wood-pulp capacity, either newly built
or transferred from other areas, might be supported in certain central and eastern
Furopean countries which at present do not make full use of smaller wood from their
forests or the wood refuse from their sawmills.

63. U.S.S.R—No detailed information is available with regard to the pulp capacity
or production of the Soviet Union. Before the war that capacity amounted to approxi-
mately 1,000,000 tons annually, and it is understood that great efforts are being made
to expand the pulp and paper industry as rapidly as possible. It is known that the
undeveloped forests of the Soviet Union are of enormous extent, consequently the
prospects for future output are very high. On the other hand, Soviet reports indicate
that the forests of western Russia were seriously overcut for many years prior to 1936
and war damage in the region was undoubtedly great. In consequence it is not im-
possible that all the pulp-wood that can be produced west of the Urals will be needed
for domestic production.

84. North America—The consumption of pulp-wood in North America increased
by 82 per cent. from 1937 to 1948, and a further increase of 15 per cent. is anticipated
by 1955. Canada exports large quantities of pulp-wood to the United States and small
amounts across the Atlantic, but no pulp-wood is imported from other regions. It is
believed that forest resources now accessible are capable of maintaining supplies of
wood adequate for current production levels. From the medium and long-term points
of view, great opportunities exist for still further expansion as more and more of the
forest area is subjected to improved forest management and to more adequate protection
against fire, insects, and diseases, and the industry makes greater use of hardwoods and
wood now wasted and introduces high-yield pulping methods. In addition, there remain
large forest areas not yet fully utilized, notably in the northern parts of Canada, Alaska,
and portions of the Rocky Mountain area. Plans for bringing the forests of Alaska into
production are already far advanced.

65. Near East eond North Africa.—There is no wood-pulp production in this region
because of almost complete lack of forest resources. The only country where small-
scale development might be possible is Turkey. All paper requirements of the region
must be imported.

66. Africa (Except North Africa).—A small quantity of chemical pulp is produced
in the Union of South Africa, wood-supplies being obtained from plantations of “exotic
species. While it is understood that some expansion of capacity is contemplated in the
Union, all of it will be needed for home consumption. In the remainder of the continent
there are estimated to be about 300,000,000 hectares of forests of productive quality,
but virtually the whole area is occupied by broad-leaved species. Much of it is tropical
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rain forest. The problems of adapting such species to the commercial production of
pulp have not yet been fully solved, nor had a systematic programme of research been
undertaken until recently. The conference noted with great interest a report by the
French delegation regarding the successful conclusion of experiments for the pulping
of a considerable number of species. Mixtures of as many as twenty-four tropical species
have been successfully digested in a commercial plant in France and sample lots of good
paper have been made from the resulting pulp. A pilot mill is under construction on the
Ivory Coast to determine the practical possibilities on a commercial scale.

67. Latin America—The population of this region, estimated to be 150,000,000
people, is about equal to that of North America, yet pulp-production is very small. The
larger part of it is carried on in Brazil and Mexico, and 1s based upon raw materials from
local coniferous forests. Latin America, however, contains about 715,000,000 hectares
of productive forest land, although only 3% per cent. of this vast area carries conifer.
Here, as in Africa, the possibilities for augmenting world pulp-supplies are enormous,
providing that the social, technical, and economic problems connected with the
utilization of tropical forests can be solved.

68. Asia and Far East.—Pulp-production in Asia fell from 1,200,000 tons in 1937 to
500,000 tons in 1948, largely because of the changed situation in Japan. Reports indicate
that Japanese forests have for some years been heavily overcut, and until the benefits
of reforestation have been realized the prospects for obtaining more pulp-wood is
negligible. Plans to increase Japanese pulp output to 770,000 tons by 1955 depend on
the possibilities of securing large imports of pulp-wood not yet in sight or on developing
alternative raw materials such as rice straw.

69. In India at least one new pulp-mill is planned for erection in the near future,
but in most parts of the country the local forest resources appear insufficient to support
a large wood-pulp industry in addition to other demands of the increasing population.
The Conference was advised that there are large forest resources of species highly
suitable for pulp-manufacture in the north, and that the real difficulty at the moment
is the lack of accessibility to such regions.

70. The situation in China precludes any estimate of future possibilities. It is
believed that here again there are substantial forests located in areas very remote and
difficult of access, but in the thickly populated areas the supplies of wood which might
be converted into pulp are small. It is possible that substantial pulp-production may
eventually be developed on the basis of bamboo.

71. In other countries of Asia, including Burma, Siam, Indo-China, Malaya, and the
Philippines, there are extensive forests, but most of these are broad-leaved types.
Tndonesia also has vast tropical forests and, in addition, a considerable area of pine.
Plans for a sulphate mill to be supplied by this pine were interrupted by the war, but
are once more under active study.

9. Oceania (Australia and New Zealand) —The Conference was informed that the
present small production in New Zealand of 24,000 tons annually is to be increased to
155,000 ‘tons by 1955, and may eventually reach 250,000 tons. This development is
made possible by the extensive “ exotic ” forests of insignis pine and other conifers,
whose rate of yield under New Zealand conditions is phenomenally high.

73. Australia produced in 1948 94,000 tons of pulp, and expects to increase her
output to 180,000 tons by 1955. This will be done entirely on the basis of domestic
forests. In view of the active forestry programmes it seems possible that the principal
countries of this region may eventually be able to supply all or most of their own

requirements for pulp.
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V. World Trade in Wood-pulp

74. In 1948 world trade in pulp was still only around 70 per cent. of pre-war. The
reduction was attributable entirely to Europe with exports below 60 per cent. of 1937
and imports on a slightly higher level.

75. Despite this decline, Europe remains the centre of world pulp export trade.
In 1937 pulp exports came from only two regions, and, of these, Europe accounted for
80 per cent., with North America contributing the rest. It should be stressed that both
in Europe and in North America most of the pulp trade takes place within each
continent. Before the war only a very slight percentage of North America’s pulp
exports were exported from this continent, and less than one-third of European exports
went overseas. Yet with these exports Europe, and in particular the Scandinavian
countries, practically covered the pulp import needs of the rest of the world.

76. In 1948 Europe’s pulp exports had fallen from 80 per cent. to 60 per cent. of the
wozld total, but were still roughly twice as high as North America’s. Since most of North
America’s pulp exports continued o move between Canada and the United States,
Europe retained its position as the major source of market for all continents except
North America.

77. Conference estimates indicate a gradual expansion of world pulp trade. In
1949 and 1950 it is anticipated that total exports will remain around 80 per cent. of
pre-war, but they are expected to exceed the 1937 figures by some 10 per cent. around
1955.  Of that total Europe would account for not quite 60 per cent. and the remaining
40 per cent. would be contributed by North American exports. If this assumption
proves right, it would mean that North American pulp exports would no longer be mainly
confined to intra-continental movements.

78. At present, monetary restrictions, currency fluctuations, and artificial exchange-
rabes are distorting the distribution of market pulps throughout the world. Until some
over-all solution of these distorting factors is achieved, both producers and consumers
of wood-pulp everywhere face constantly changing conditions which interfere with normal
trade.

V1. Supply and Reguirements by Grades

79. The figures of estimated production and requirements to 1955 show an
equilibrium. When reviewed by regions, however, the same general tendency is revealed
showing that Europe’s requirements will rise more rapidly than prospective production
and an apparent deficit for Hurope is shown for 1955 in sulphate and groundwood. The
apparent deficit in groundwood, on a basis of figures submitted as minimum requirements,
is only 3 per cent., and as there are virtually no trans-oceanic exports of groundwood
it is felt that this margin, which may well be a statistical margin, will correct itself.

80. The apparent deficit in sulphate is in the order of 3 per cent., on a basis of
estimated minimum requirements. It is not clear how much of the stated requirement
for sulphate iz bleached or semi-bleached grades which are replaceable by sulphite.
Possibly European production, especially in Finland, is underestimated, and a combination
of this factor plus the interchangeability of some part of the requirements to sulphite
might correct the deficit.

VIIL. Dissolving Pulp

81. If the estimates made by the Conference are realized, the largest percentage
increases will be in dissolving pulp, consumption of which has increased from about
1,000,000 tons in 1937, and about the same figure in 1947, to approximately 1,200,000
tons in 1948, and is expected to increase to nearly 1,400,000 tons in 1949, to over
1,500,000 tons in 1950, and to the neighbourhood of 2,000,000 tons in 1955. In spite
of this rapid increase in consumption, Table V indicates that production may be expected
to keep pace with demand, any apparent differences between the two being well within
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the margin of error of the estimates. The only major deficiency areas are likely to be
Latin America and south-east Asia, but it would appear that their requirements can be
met from North America and Europe.

82. In considering this apparent coincidence of supply and demand it must be
remembered that both the production and the consumption estimates are subject to a
congiderable margin of error.

83. On the production side the figures assume that there will be a substantial
revival of production in Germany and Japan, the former being assumed to produce
two-thirds and the latter over half of its requirements of dissolving pulp. In
Scandinavia the estimates, compared with 1937, show a large-scale diversion of sulphite
capacity from paper grades to dissolving grades. As regards North America, account
has been taken of contemplated increases in capacity which might not be implemented.

84. On the consumption side the possibilities of error appear to be equally great.
In Germany, Italy, and Japan, both production and consumption expanded enormously
during the war in order to make good the loss of supplies of natural fibres, imports of
which were cut off. Much of this capacity still exists, but it is particularly difficult to
estimate how far it will be used. Moreover, the estimates of consumption in most major
rayon-producing countries are based on export estimates which will probably prove to
be mutually inconsistent, in the sense that the sum of their projected exports may well
exceed substantially the level of total world import demand.

PART IV—APPLICATION OF CONFERENCE CONCLUSIONS TO
NEW ZEALAND

GENERAL

(1) It appeared to the New Zealand Forest Service on receipt of the original agenda
providing for an inquiry into the adequaey or otherwise of pulp and newsprint supplies
over the period 1949-60 that such an investigation could be soundly based only on studies
of long-term trends not merely in per capita consumption and population growth, but
also in the price of pulp-wood and substitute materials and of the manufactured products.
Not until the opening session of the Conference did it become clear to the New Zealand
delegation that, with the interim decision to limit the Montreal discussions to pulp alone
over the restricted period 1949-55, its members must assume the responsibility for
collecting the basic data upon which the Government could be recommended to confirm
or otherwise its decision to proceed with the Murupara project for the production of
newsprint and sulphate pulp. It was therefore agreed that, while the Director of Fovestry
should concentrate on the affairs of the Conference, the Hon. the Commissioner of State
Forests and Mr. S. J. Robinson should take advantage of every opportunity which offered
of conferring with prominent executives in the pulp and paper industry in the vicinity
of Montreal, and of forming their conclusions regarding the future economics of the
world pulp and paper industry in general and of newsprint and sulphate production in
particular.

WorLp Woon-rure TraDE, 1949-5b

(2) Perusal of the preceding section of the report presenting the outstanding con-
clusions of the Montreal Conference adequately ventilates the complexity and uncertainty
of the wood-pulp trade in the immediate future. The possible sources of error and the
admitted unreliability of forecasts referred to throughout the findings of the Conference
might be thought to negative the value of the conclusions in paragraph 19 that there is
likely to be an approximate equilibrium between world production and requirements for
1948-55 and that unless interim developments operate to the contrary there should be no
major wood-pulp surplus or deficit during the period under review. At first sight this
statement could certainly not be regarded as encouraging the establishment of any new
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pulp and paper project. On the other hand, it must be remembered that this particular
finding is based on the assumption that numerous new projects, including those in New
Zealand and Australia, will meantime come into production. The possibility cannot be
ignored that even if effective demands have been overestimated, failure to proceed
meantime with these new projects could create a significant deficit or shortage. It was
concluded by the New Zealand delegation that, whilst this general finding of the
Conference did not exactly encourage new projects in New Zealand, it should not discourage
them. Under these circumstances it became of vital importance that the delegation
itself should endeavour to make those long-term studies of consumption and price trends
for both newsprint and pulp which it had originally anticipated would be undertaken by
the Conference. It was convinced that only by such studies could the Government be
recommended to proceed with the Murupara project.

194748 IXVERTIGATIONS

(3) As a background to this study the delegation had the views of the Director of
Forestry as a result of his investigations in both northern Europe and North America in
1947-48. On his return to New Zealand early in 1948 he had predicted that in the case
of both pulp and paper products supply and demand would soon be in balance, and that
prices accordingly could be expected to fall significantly within the near future. At the
same time, it was doubtful if world capacity in the pulp and paper trade would be sufficient
to meet world demand once currency difficulties were overcome and normal international
trading relations restored. Although the basis contract price for newsprint (*3104 per
short ton of 2,000 lb., delivered New York) has not altered meantime, the fantastic spot
market for this product (reaching as high as $250 per short ton) which has ruled since the
end of World War IT has now virtually disappeared, and pulp prices generally have been
materially reduced. It was necessary accordingly for the delegation to further examine
the future of these important commodities.

Woop Purp CONFERENCE AND NEWSPRINT

(4) Although the original agenda for the Montreal Conference had contemplated
study of the newsprint position, the amended and final agenda adopted by the Conference
confined discussions to wood-pulp. The only mention of newsprint during the Conference
was in the official message from the Director-General of UNESCO urging the importance
of making an adequate supply of newsprint available to all countries. This message
served to highlicht ons of the apparent anomalies under which the Conference was
convened and conducted. It was initiated by the Department of Hconomic Affairs
of UNO, FAO, UNESCO, and ECHE (Econonuc Commission for Europe) because of
Jears of a continuing shortage of newsprint and pulp, but held in a country—Canada—in
which the pulp and paper producers feared not « shortage, but @ surplus. As consideration
of the findings of the Conference has shown, the explanation of these differing views lies
in the time clement. For the time being, while the effective demand due to currency
difficulties is so much less than the potential demand, there is little doubt that with some
recession in trade in the United States of America there is a very definite world surplus
of pulp. If the current trade recession in the United States of America were to become
really serious there would undoubtedly be a very large surplus of pulp and ultimately
some temporary surplus of newsprint. In contradistinetion, it is equally true that if
currency difficulties were resolved and the full potential demand of all countries realized
there would be little surplus pulp and a real shortage of newsprint.

* The equivalent price landed in New Zealand main ports is £52 15s. per long ton, c.i. f.e. (at $2-30
to the pound). It was only £36 I5s. at $4-03 to the pound.
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WorLD NEWSPRINT SUPPLY

(5) On this subject the New Zealand delegation experienced little difficulty in arriving
at sound conclusions. This was largely due to the enormous amount of valuable basic
data published by both the Newsprint Association of Canada and the Newsprint Service
Bureau of New York. The most important of this data is recorded for public information
in the Appendix to this report (see pages 78-80). For the purposes of convenience all
this data is retained in the original form of short tons (2,000 Ib.), which are also the basis
of price quotations on the world markets. As a result of studying this data and similar
information collected by the Forest Serviee in connection with the newsprint position
in New Zealond and Australia the New Zealand delegation observes as follows :—

(@) Dominance by Cancda

That world newsprint-production is completely dominated by Canada with 46 per
cent. of capacity and 55 per cent. of current production, and that there is little, if any,
likelihood of this being significantiy altered in the foreseeable future. The next most
important producing group, with 11 per cent. of world capacity—the Baltic countries—
is tending to conserve its pulp-wood savplies for the production of the higher grades of
pulp and paper because of the greater margin of profit in converting them for such
purposes. Great Britain and the United States of America each possess about 9 per
cent. of world capacity. Tf Russia hecomes a significantly larger producer, much of its
increased production will be required domestically. Increased production will certainly
develop in the southern States of the United States of America, but will be limited by the
fact that, enormous though the forest resources of this region are, the greater part has
alreadv been taken up for the development of other sections of the pulp and paper industry,
though the possibility cannot be ignored that if sulphate prices fall to {antastically low
levels for a great length of time some produetion might switch ultimately to newsprint
if its price remains relatively stable, ag appears quite feasible. In any event, Canada
possesses additional pulp-wood resources sufficient to maintain dominance for many
years as demands increase.

(b) Decreased World Capacity

That world capacity which fell from 10,500,000 short tons pre-war to 9,400,000 in
1946, has recovered to only 10,100,000 short tons annually and that the manufacturing
capacity of all important producing areas other than Canada and possibly Russia has
decreased. This applies to both the United States of America and Scandanavia. The
new manufacturing capacity in other countries has been of insignificant proportions.
Loss of capacity has been due in both the United States of America and Europe to con-
version of some machines to other purposes and in some Huropean countries to war
damage. The most startling fact, however, is that even in Canada itself only one new
mill has been built since 1930, and in addition only two new newsprint machines installed
in mills established prior to that date, though some further capacity has resulted from
modernization and speeding up of old machines, &c. As shown in Table 1 of the Appendix,
Canadian newsprint-mills operated at relativelv low percentages of their capacity for
many vears. This same table shows that their capacity increased from 1,700,000 to
3,800,000 short tons between 1925 and 1931, but expanded to only 4,600,000 by 1949,
or only about one-third the amount in a period three times as long. It was this basic
fact which led the New Zealand Forest Service to believe that world demand had long
ago overtaken surplus capacity.

(¢) Inadequate World Capacity

That the Canadian authorities themselves estimate world newsprint-manufacturing
capacity at 10,100,000 short tons, production at 8,600,000, and consumption or effective
demand at 9,000,000, but the world potential demand on a basis of unrestricted trade



31 (—5a

at 10,500,000 short tons. Capacity would therefore fall short of unrestrained demand
by 400,000 short tons, but even with idle capacity of 1,500,000 short tons there is a
shortage of 490,000 short tons due to the non-coincidence of capacity and demand
in the same countries. This is shown in Table 3 of the Appendix. Lack of raw materials
is the principal cause of idle capacity, and in view of the Conference conclusion (see
paragraph 59) that a resumption of pulp-wood exports from the U.S.S.R. on the pre-war
scale is unlikely it is not improbable that a significant portion of this idle capacity will
convert to other purposes and further reduce world capacity below potential demand.
On this basis world capacity may be more than 700,000 short tons below current potential
demand.

(d) Increased Capacity Required

That the foregoing facts alone offer strong prima facie evidence that on the assumption
that normal international trading relations will be restored within, sy, seven years, a sub-
stamtial amount of new manufacturing capacity will be required to meet not only to-day’s
potential demand, but that increased demand which will arise from the continued growth
in per capita consumption and population. As will develop later, this necessary extra
capacity will be of the order of over 1,000,000 short tons.

(e) Long-term Trends in Newsprint Consumpizon

That per capita and population trends must be used as a basis for the study of future
markets. Various long-term trend lines of newsprint consumption in the United States
of America and New Zealand as mathematically developed by the New Zealand Forest
Service are shown in Graph 1. The Australian data covers too short a period to be regarded
as completely authoritative, but there appears to be little doubt that a trend line for
that country will closely parallel those for the United States of America and New Zealand,
and on this basis an estimated trend line for Australia has been developed. Their
parallelism indicates that the basic factors affecting the use of newsprint were very
similar in these countries for the period under review. World War II, however, had
such widely differing effects upon newsprint-consumption in the three countries that,
with the exception of that for the United States of America, trend lines inclusive of war
period data show no approach to parallelism or normality. Those for both Australia
and New Zealand, being based on discontinuous and non-homogeneous data, must, in
accordance with statistical principles, be discarded in favour of the parallel trend lines
based on pre-war data. An endeavour was made to develop a valid argument based
on fundamental long-term economic trends in the United States of America, and on
the impact of radio and television on newspaper advertising which would warrant the
adaptation of a curve rather than a straight line to the United States of America data
to indicate a falling off in the rate of increase in per capite consumption. That such an
occurrence must develop sooner or later is inevitable, but no evidence that it will be
in the near future was found, and, in any event, it would not materially reduce straight-
line estimates of total consumption in the foresecable future.

Studying the cyclic variation of the basic United States of America data, current
consumption is above the pre-war trend line for the fourth year in succession, whereas
in the last boom period it remained so for eight years. And in 1949, as in 1929, advertisers
are using newsprint to bolster up declining sales of both durable and non-durable goods,
so that the usual lag in newsprint consumption on the downturns of general trade may
be expected to keep demand above the trend line for a year or two at the least. Certain
basic factors indicate it should be even longer. In the previous boom period the decline
in general trade set in early in 1928, so that newsprint demand did not recede to the
trend lines for three years. But the preceding hoom period was characterized by blue-
sky stock exchange speculation on margins, by similar speculation in both rural and
urban property, by excessive inventory accumulation, by non-payable farm prices, and
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by a weak banking position. On this occasion there is not one of these weaknesses which
has not been materially strengthened meantime and for which there is not some form
of governmental support or cushioning. The probability is that newsprint demand will
not fall below the trend line for four years at the least.

By the same argument, these cushioning facilities should tend to hold any future
dip below the trend line to a very moderate recession in per capite consumption. The
whole purpose of modern economic and political planning is directed towards the attain-
ment of normality and it is not unlikely that, as in the pre World War I period, the actual
per capita rate will parallel the trend rate for a long period but very little below it. It
1s, of course, not impossible, as some Canadian producers fear, that a future dip below
the trend line might be considerable in extent, but this could only occur in the event
either of a war or of a slump of the magnitude of that of the * thirties.” With Russia
forced by internal policies to be continuously difficult in the international field and other
countries thereby compelled to rearm, war is highly improbable. Another slump of the
“ thirties ” vintage is even more improbable. No Administration would even dream of
allowing such a recession to develop, but would suitably correct unemployment at a much
higher level of consumptive power in order to arrest any dangerous drift to Communism
such as would undoubtedly occur in the event of chaotic unemployment. On balance
the evidence is clearly in favour of an approach to normality and not to a serious decline
in newsprint consumption.

(f) North American Capacity

That a searching study of this subject is essential as a background to the study of
future newsprint prices. As evidenced by Graph 2, North American producing
capacity has remained virtually constant ever since 1930 at between 5,500,000 and
6,000,000 short tons annually. Meantime, the United States of America per capita trend
figures show an increase of over 151b., giving a total consumption increase for both
Canada and United States of America of over 1,200,000 short tons. In addition, other
countries than the United States of America, despite their extreme difficulties in securing
Canadian dollars, are now reported as buying from that Dominion and Newfoundland
some 500,000 short tons annually, as compared with only 260,000 short tons during the
depth of the depression. Whatever, therefore, may have been the true excess North
American capacity in 1931, it is now less as judged by trend lines and increased supplies
to other markets by 1,500,000 short tons. Some idea of that excess capacity may be
obtained by a study of both United States of America and Canadian production around
that period. As more Canadian mills were built with access to cheaper pulp-wood, so the
American mills switched to other lines, America reaching its peak production in 1926
and Canada its temporary peak in 1929. As Canadian mills over this period had an
operating ratio of over 86 per cent., but fell to 70 per cent. in 1930, it is probable that
real surplus capacity was not created until the end of 1927. Probably the construction of
much of this surplus was committed before the fall of prices in 1928 below the $67-5 level,
confirming the conclusion that the real surplus is the difference between the 1927 and
1931 Canadian capacities, amounting to 1,350,000 short tons (see Table No. 1 of the
Appendix). The subsequent increase of 775,000 short tons in Canadian capacity has been
largely offset by further reductions in United States of America capacity, which now
amounts to only 870,000 short tons, as compared with 1,770,000 in 1926 and 1927. It is
clear that no excess capacity now remains in the North American industry, but has been
converted mto a deficiency.

When further account is taken of the importation of between 250,000 and 300,000
short tons of European newsprint, there is a real deficiency in North American capacity
against current North American demand. Neither should sight be lost of the fact that

2—C 3a
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for three years the Canadian industry has been operating at about 102 per cent. of rated
capacity and that for long-continued operation a 95-per-cent. ratio is probably as high
as can be safely maintained, having regard both to equipment life and to the safeguard
of consumer interests. Even now some equipment may have already been operated above
capacity for so long as to endanger its future performance and may ultimately have to be
retired or converted to other lines under the impact of high operating-costs and/or price
reductions as well as of physical limitations. Again, only one or two years of bad logging-
conditions could create a significant shortage if consumers continue to rely on an industry
geared to such a high operating ratio. The average annual rate of Canadian expansion
of capacity since 1925, amounting to about 110,000 short tons, is expected to continue
until 1950, whilst, in addition, one new United States of America mill is expected to come
into production that year with a capacity of 100,000 short tons. These developments
will cover little more than increasing demands on a trend basis. An annual increase in
population of over 1,000,000 at even the per capita trend figure of 70 1b. involves an
increased annual consumption of about 40,000 short tons, whilst the annual trend increase
of about 0-8 Ib. per capita involves another 60,000 short tons.

Looking forward to 1953, the worst possible, even though improbable, condition
is that Canada and Newfoundland would be unable to sell elsewhere any more than the
400,000 to 500,000 short tons now currently exported. If at the same time the United
States of America per capita demand were to fall to the trend line in that year the United
States of America would still require 5,140,000 short tons (based on 69%1b. and
148,000,000 people). This would give a total business of about 5,850,000 short tons
(inclusive of a reduced Canadian demand) to North American mills with a rated capacity
of about 6,400,000 (presuming capacity continues to increase during the interim at the
rate of 100,000 short tons annually). Under these conditions mills would still be operating
at as high a ratio as 91 per cent. As Marshall Aid and the subsequent improvement in
Kuropean-American trade must to some extent stimulate newsprint consumption in
and exports to Europe, it is probable that mills will operate at a still higher ratio.

It is an inescapable conclusion that, taking a reasonably hopeful view for an eventual
return to normal international trading conditions, newsprint capacity in North Americs
is likely to prove quite inadequate. The end-of-1948 estimates by the Canadian news-
print interests showed a deficiency of about 280,000 short tons between supply and
demand for 1949, even allowing for the importation of about 250,000 from Burope,
making a total deficiency of 530,000. To this should be added a 5-per-cent. reduction
(b0 a 95-per-cent. operating ratio) on the rated capacity of 6,000,000 short tons, making
an additional 300,000, and bringing the total to 830,000. With a substantial increase
in North American exports to world markets and to replace production lost elsewhere
through lack of Russian pulp-wood, the real deficiency might well approach 1,000,000
short tons.

NEW ZEALAND AND AUSTRALIAN DEMAND FOR NEWSPRINT

(6) The most important conclusion to be drawn with' complete confidence from:
the parallelism of the trend lines in Graph 1 on page 32 is that both New Zealand
and Australia must plan against a material increase in newsprint consumption. The
per capita usages and trend figures for the two countries are so far below those for the
United States of America that this is an absolutely inescapable conclusion. The average
New Zealander is barely using as much as the average American did pre World War I,
and at his trend figure would still use only as much as the American in 1925. Usage
by Australians is only the same as by American in 1925. Usage by Australians is ouly
the same as by Americans in 1922, and at the trend figure the same as in 1927. New
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Zealand is now using in 1949 only just over 30 Ib. per capita and Australia abous 45 Ib.,
as compared with 791b. in the United States of America. The trend requirements of
the three countries are respectively 521b., 581b., and 66 Ib. Graph 3 shows
«corresponding population trends.

On a total consumption basis New Zealand and Australia are using respectively
only 24,000 and 150,000 long tons, compared with trend figures of 42,000 and 205,000
long tons. Independent support of these figures is forthcoming from one of the official
publications of the Canadian Newsprint Association which estimates that, on a basis
of unrestricted trade, New Zealand and Australia would require for 1949 37,000 and
224,000 long tons respectively, as compared with a likely restricted demand of 29,000
and 107,000 long tons.

The discrepancies between the Forest Service and Canadian estimates are due in the
case of the New Zealand figures to the fact that current usage is less than anticipated
by Canada, due to the interim worsening of the dollar exchange position, and the trend
figure does not take account, as the Canadians may have done, of the prevailing tendency
among New Zealand newspaper-proprietors to favour smaller papers than pre-war.
The Forest Service, however, inclines to the view that once ample supplies of all consumer
goods are available pressure by advertisers is likely to increase requirements at least to
trend levels.

In the case of the Australian figures, current usage is higher than estimated by
Canada, due to the fact that since the preparation of the estimates Commonwealth
users have been able to purchase substantial extra quantities from Scandinavia. As
to potential usage on an unrestricted demand basis, Australian newspaper authorities
themselves estimate this at 300,000 long tons, which is well above the trend figure of
205,000 long tons, but resembles the present United States of America usage, which
is 14 per cent. above its trend figure.

{a) Shortage of Newsprint in New Zealond and Australia

That the real significance of the preceding discussion on newsprint demand may
best be gauged from the accompanying Table VI, which summarizes the various
estimates used. It shows that New Zealand to the extent of between 8,000 and 18,000
long tons annually and Australia to the extent of between 55,000 and 150,000 long tons
now go without newsprint due fto currency difficulties, dc. Graph 4 further shows
that over the period 194660 the average increase in annual tonnage required will vary
for New Zealand from 1,000 tons for the expected natural increase in populaton alone
to 2,000 tons for the natural plus a 2 per cent. immigrational increase, and for Australia
on the same basis 5,000 tons and 10,000 tons respectively.

{b) Extra Newsprint Capacity Required in South Pacific

That these figures also offer strong prima facie evidence that extra manufacturing
capacity s required where both New Zealand and Australia may freely purchase newsprint
even if normal international trading is not revived. At this stage in its argument the
delegation uses the word * required > and not “ warranted.” Again as a complementary
conclusion it would appear that with demand so much in excess of restricted supply,
users should be prepared to pay @ reasonable premium above world parity if this be
essential on order to ensure the installation of extra local capactty.
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TapLe VI—CCURRENT NHORTAGE OF NEWSPRINT IN NEW ZEALAND AND AUSTRALIA DUE TO
('CRRENCY DIFFICULTIES, ETC.

(Long tons)

tountry. : Basis of Estimate. [ (ll}jaf;lem P%gi‘géf“ Shortage.
(1) (2) } (3) (4) (5)

New Zealand .. 1 Trend .. .. .. 24,000 42,000 18,000
(anadian .. .. .. 29,000 37,000 8,000

New Zealand newspapers .. 24,000 37,000 13,000

Australia .. .. Trend .. .. .. 150,000 205,000 55,000
(anadian .. .. .. 107,000 224,000 117,000

Australian newspapers .. .. 150,000 300,000 | 150,000

New Zealand & Australia | Trend .. .. .. 174,000 247,000 73,000
Canadian .. .. .. 136,000 261,000 125,000

Australian  and New  Zealand 174,000 337,000 163,000

newspapers

1

{¢) Ewtra Newsprint Capacity Essential to Security of South Pacific

That, aside from normal economic considerations, the desirability of greater news-
print capacity in the interest of security in the South Pacific indicates that the
Murupara project deserves special consideration as offering a more assured and concen-
trated supply of pulp-wood than any other location in either New Zealand or Australia.
No other area possesses either as high a standard of fire protection or such a wide
diversity of species and reserve supplies for the sustained operation of a pulp and paper
plant as the Murupara working circle of Kaingaroa State Forest.

WorLp NEwsprINT PRICES

(7) The extraordinary volume of basic data again available from the Newsprint
Association of Canada and the Newsprint Service Bureau of New York and, in addition,
from United States of America Government sources facilitated the inquiries of the
New Zealand delegation. As the basis contract price for Canadian newsprint delivered
New York City has been almost universally used for many years as the basis of sale
for most exports ofthe Canadian product to other markets and in turn for competing
British and Scandinavian newsprint, it has been necessary to study only the long-term
trend of delivered New York prices. Table No. 2 in the Appendix, which shows that
over the last twenty-two years the United States of America has used a minimum of
39-4 per cent. and now uses over 60 per cent. of the world supply, serves to explain
why the New York delivered price dominates the newsprint-supply situation. The
New Zealand delegation observes :—

(@) Long-term Newsprint and General Price Trends

That any basic approach to the subject of future newsprint prices must include a
study of long-term trends in both newsprint and general commodity prices. In the
““ thirties ”” Professor Streyffert, who is now head of the Royal School of Forestry at
Stockholm, made a monumental analysis of the long-term price movement of sawn
wood goods and general commodities in Europe. As a result it was conclusively proved
that prices of forest products moved in sympathy with general commodity prices and
that in spite of widespread fears from time to time that forest resources were being
exhausted these were not reflected by any long-term tendency for prices of forest
products to increase at a greater rate than general commodity prices. Graph 5
shows the movement of newsprint and general commodity prices from 1900 onwards.
With negligible exceptions newsprint prices have lagged consistently and appreciably
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“behind the movement of commodity prices. The explanation appears to be that on the
-upburns increased sales of general commodities with inherent price increases are required
to stimulate sales of newsprint, behind which lags its own inherent price increase, while
on the downturns sellers of general commodities still persist with their efforts to
‘stimulate sales on a falling market, so temporarily maintaining newsprint demand and
price at a higher level than that of general commodities. The same tendencies further
explain the lack of sensitivity or response of newsprint prices to very short-term
movements in general commodity prices.

It will be observed that the only period during which newsprint prices remained
consistently above general commodity prices was from 192127, confirming the conclusion
already arrived at that real excess capacity was not created until after 1927, by which
year Canadian capacity had increased to only 2,475,000 short tons, as compared with
the 3,825,000 which it attained in 1931-—a difference of 1,350,000 short tons. Referring

-also to Graph I and Table 1 of the Appendix, it is to be noted that for the period 1930-31,

where the United States of America trend lines cross the basic data line, the average idle
_capacity is 1,350,000 short tons. It was this enormous excess capacity (now en: -ely
wiped out) which accounted for the huge lag and disparity between newsprin- nd
‘general commodity prices over the 1932-46 period.

(b) Newsprint Prices in Immediate Future

That with general commodity prices already well past their peak there is some
apprehension regarding an early fall in newsprint prices, but that the strong statistical
position disclosed by current studies indicates rather the reverse. The current deflationary
movement has been characterized by an entire absence of loss of confidence or panic by
‘any industry or section of the community and is much in the nature of an orderly
readjustment. Although more cautious in their buying, consumers are taking advantage
of the better selection and supply of many goods to fulfill long-delayed wants. This has
maintained newsprint sales, and current statistical reports indicate that the immediate
future demand will be significantly greater than anticipated. It may even be sufficient
to cause an increase in price.

A repetition of the commodity price collapse of the 1920-21 period appears mosb
improbable. The supporting and cushioning factors now operating must tend to spread
_any fall over a much longer period than previously. This likewise would tend to maintain
newsprint demand at high levels with little likelihood of any fall in price. The President’s
four-point policy of assistance to backward nations, including the supply of newsprint
‘as so earnestly advocated by UNESCO at the Montreal Conference, will tend to have a
_similar effect.

The extent to which newsprint prices are likely to fall in the immediate future is
.difficult to determine, but a valuable indicator is available from a study of previous
experience in the movement of both commodity and newsprint prices interpreted in the
light of interim developments. The general labour force has now become so highly
-organized since World War I as to introduce an entirely new rigidity into the wage
_structure. Concurrently there have been onerous forms of price control and profit
limitation, both direct and indirect, through taxation and the operation of anti-trust
laws. There has been some fear that both would react to create a sharp depression of
.considerable magnitude, driving commodity prices down close to or even well below the
trend line. Some economists and industrialists have even tended to favour such a type
of readjustment as preferable to a more gradual one necessitating considerable patience
“and difficult planning, but national feeling is definitely crystallizing in favour of the latter
‘as essential to any form of political stability acceptable to the American people. The
weight of evidence indicates a strong probability that not only will commodity prices
move down gradually, but that by virtue of the strong statistical postion of the industry
-newsprint prices will move significantly above commodity prices and remain above them
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for many years, though gradually approaching them and falling slightly. The sharp
initial fall of 1921-22 in the post World War I period is unlikely to be duplicated in the
present one, but otherwise the adjustment of newsprint to general commodity prices
will probably resemble that of 1922-27, though likely to be spread over a longer period,
with the basis delivered price indicated by the trend line for commodity prices still as
high as $90 per short ton even in 1960. The Canadian industry is inherently in a sound
position to resist any serious price fall meantime.

The only condition under which any substantial fall in newsprint price could occur
would be a trade recession of the order of the ¢ thirties,” but even if the 19 1b. fall n
per capita consumption experienced between 1929 and 1933 (see Graph I) were to be
duplicated, North American mills would probably still be operating at 80 per cent. of
capacity in place of the 50 per cent. level of 1932. At the former level it is most
improbable that the basis price would fall below $80 per short ton. It would be more
likely to be $85. The discussion is believed to be academic because of the inherent
danger of such a depression to the entire democratic and /or capitalistic system. Under
these circumstances it is extremely unlikely that any Administration would hesitate to
apply suitable correctives. The depression of the  thirties ” took four vears to fully
develop, and now that the symptoms are recognizable there is little risk of being unable to
halt dangerous developments through organization of capital works for the temporary
absorption of surplus labour.

(¢) Stabilized Prices for Newsprint

Ultimate adjustment of newsprint prices to a normal relationship with general
commodity prices is inevitable, but, as already stressed, there is at present no excess
capacity whatsoever and little extra capacity either planned or in sight. Not until
substantial excess capacity is created either bx establishment of new plants or by a
permanent recession in demand is it likely that newsprint prices will fall below commodity
prices. The period is likely to be a protracted one. The longer newsprint prices remain
near present levels the greater will be the confidence in the future of the industry and the
more certain it is that some new plants will be installed, but with even only a gradual
fall in price it is not improbable that concurrently a significant capacity will either have
ceased operation or transferred to other lines of manufacture. The net gain in capacity
may therefore be small even by 1960, and it is highly improbable that the newspriné
price index will fall below the commodity price trend line before that year. When it
“does so the likelihood is, as a result of both economic and political planning being directed
gowards the restoration of normality, that both newsprint and commodity price indices
will agree closely and move parallel to the trend line of commodity prices, but even
closer to it than the commodity price index did in the 1900-15 period. On this reasoning
a line has been plotted on Graph 5 showing the likely general movement of the
newsprint price index up to 1970 from which it has been estimated that for the first
twenty years of full production of the Murupara scheme the average world parity price
with which it will have to compete will be $91 per short ton delivered New York. The
reasoning may be speculative, but it is believed to be based on sounder conclusions
than any other available and can therefore be accepted with reasonable confidence. If
anything, it appears to be on a conservative basis, more especially in respect to prices
in the immediate future, which, referring to Graph 5, previous experience indicates
should increase materially before showing any recession.

(@) Production Costs and Selling Prices

Another approach to the question of future newsprint prices is to study possible
reductions in current newsprint-production costs. The two largest single cost items are
pulp-wood and mill labour, which in some operations exceed $50-00 per short ton and
thus amount to about 50 per cent. of the current basis delivered price of §104.00 per short
ton.
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Pulp-wood costs are of paramount importance. Graph 6 shows price indices for
both pulp-wood and general commodities. The graph may also be used for a study of
price varlations in newsprint pulp-wood, as the value of eastern Canadian spruce is
sufficiently close to the average value of all pulp-wood for the purpose of the present
analysis. Thus whereas in 1939 the average delivered contract price for newsprint was
$49-00, the average value of pulp-woed was only $845 per cord, so that on the basis
of 1} cords of rough unpeeled wood being required per ton of newsprint, wood costs
amounted to $11-27, or approximately 23 per cent. of the selling price. In contrast,
pulp-wood costs for 1949 are estimated between $25-00 and $30-00 per cord, say, $27-50,
giving a total cost of $36-67, representing about 37 per cent. of current average contract
price, estimated to be $100-00 per short ton. That pulp-wood costs per ton of newsprint
have more than trebled over this period is supported by the index figures published by
the Newsprint Association of Canada and shown in Table 4 of the Appendix. The
index figures for 1939 and 1948 are 118 and 367 respectively, a ratio of 3: 1.

The question of future pulp-wood costs was discussed with various executives in
the North American pulp and paper industry. Few Canadians were optimistic regarding
any substantial decrease, though it was admitted that by reducing contractor’s profits
and through better value for wages paid it did appear practicable to anticipate a
reduction of $5-00 per cord. Recent press advices from North America indicate that
reductions of this order have already been effected, and it is therefore reasonable to
suppose that, due to some production by owner-labour, pulp-wood may eventually be
reduced to $18-00 per cord.

According to the trend line in Graph 6, pulp-wood should be reduced still further
in value, but two factors must operate to maintain spruce pulp-wood prices at higher
levels. The first is the comparative ridigity of the wage structure in the modern economic
set up, and the second is the increasing dependence of eastern Canadian newsprint-mills
upon more distant supplies of pulp-wood. The conclusion is that pulp-wood prices are
likely to stabilize at the higher figure of $20-00 per cord, but even the $18-00 level will
represent an increase in cost of over $12-00 per short ton above the 1939 level.

Whilst mill labour costs as shown by Table 4 of the Appendix have almost trebled
since 1939 and now amount to about $20-00 per ton, the opportunities for price
reductions are more limited than in the case of pulp-wood. Due to the rigidity of the
wage structure in the mills there appears to be little doubt that future costs will be
at least $8-:00 per short ton higher than pre-war. Allowing an additional increased
cost of at least $5-00 per short ton to cover other items, newsprint-producers have a
minimum total added cost of $25-00 per short ton over their 1939 figures. This
suggests that, irrespective of other considerations, it might be possible to sell news-
print at $74-00 per short ton—that is, at $25-00 above the 1939 average delivered price
of $49-00 per short ton. It was, however, the consensus of opinion over the 1938-42
period that a minimum price of $60-00 was required in order to allow companies, after
proper allowance for expansion and depreciation reserves, &c., to pay even a nominal
return on their already written down investment following the depression period. On
this basis a minimum price of $85-00 per short ton would be required, and if a reasonable
dividend, together with an adequate addition to companies’ surplus funds for expansion,
&c., is to be allowed for, then it is clear that a basis price of $90-00 per short ton is
required. It is significant that in 1947 when the average contract delivered price of
newsprint was $88-50 producers were complaining that they were worse off than when
newsprint sold for $50-00 per short ton. Whilst, however, a $90-00 price might be
payable in the immediate future, the fact connot be ignored that on a long-term basis
pulp-wood costs as shown in Graph 6 are likely to have a rising tendency relative
to general commodity prices because of ever-increasing inaccessability for many years.
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These basic factors, it is believed, confirm the conclusion previously arrived at
that over the period 1955-75 the Murupara scheme for its first twenty years of full
production must be prepared to compete at an average world parity level of $91 per
short ton basis delivered price New York. It is pertinent to remark that, due to currency
difficulties between Canada and United States of America, it would be impracticable for
the Governments of the two countries to allow prices to fall below the levels suggested.
The New Zealand delegation does not believe that it is impossible for a very acute shortage
to develop once the United States actively enters the field of international investment
as the only solution to the dollar crisis. Under such circumstances prices might easily
return to the existing level of $104 per short ton, at least until capacity is substantially
increased.

CosT PrIcE oF NEWSPRINT IN NEW ZEALAND

(8) Table VII shows the cost of Canadian newsprint landed on wharf main ports
New Zealand, converted from a dollar per short ton to a pounds shillings and pence
per long ton basis at the new exchange rate of $2-80. Column A gives the cost on the
present price level, column B the cost if prices fell to the $80 level, and column C the
cost at $85. Column D shows that at the long-term average of $91 the cost landed
on wharf main ports New Zealand would be £45 14s.

TaBLE VII—NEW ZBALAND PRICES FOR NEWSPRINT CONVERTED ¥ROM DorLLARs PER SHORT Tox IN
New York To Pounps Per Loxe ToN r.0.B. NEwW Zrearaxp Maix Ports

Items. I A. I B. ‘ C. | D.

] $ ) 8 §
F.0.b. New York, per short to .. .. 104-00 80-00 85-00 91-00
Less rail freight .. .. .. .. 9-00 7-00 7-50 8-00
Ex mill Canada, per short ton .. .. 95-00 73-00 | 77-50 83-00
Ex mill Canada, per long ton .. .. 106-40 81-75 | 86-80 92-95
Freight to New Zealand .. .. .. 36-00 25-00 2750 30-00
Insurance (} per cent.on) .. . .. 70 55 60 65
c.i.f. price .. .. .. .. $143-10 $107-30 $114-90 $123-60
£ s.d £ s.d £ s.d £ s.d.
Converted at $2-80* to £1(N.Z.) .. .. |51 2 6 |3 6 5 [4 0 8 |44 3 0
Bank charges (1% per cent.) .. .. .. 011 6 0 8 7 0 9 4 010 O
Wooden heads .- .. .. .. 110 110 110 110
Cost on wharf per long ton, New Zealand currency | 52 15 0* | 39 16 0 | 42 11 0 [4514 O

* At $4-03 to £1(N.Z.) the cost was £36 15s. per long ton.

The current cost of £52 15s. per long ton corresponds to a cost of £36 15s. before the
exchange-rate was varied from $4:03 to $2-80 to the pound. On the speculative nature
of newsprint prices over the period during which the Murupara project has been
developing it is pertinent to record the following observations :—

(@) In 1927 after completion of the initial tests on making newsprint from New
Zealand woods it was a commonly accepted view in North America that no
new mills then being built could be operated profitably on a lower New
York basis price than $65 per short ton, but within five years it was down
to $40 and the New Zealand import values* for 1928 and 1933 were
£16 11s. and £12 6s. per long ton respectively.

* Tmport value equals value in country of origin plus 10 per cent.
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(0) In 1932 in the depths of the depression at least one Finnish producer installed
newsprint machines in the implicit belief that, purchased as the equipment
was at bedrock prices, the mills would be able to compete on the world’s
markets in the next depression even if prices fell to as low as £6 per long
ton f.o.b. Helsingfors. Meantime Finnish labour costs in logging have gone
up to seventeen times, delivered log prices by over ten times, &c., so that
the forest-products industries are barely able to operate profitably even at
current high prices.

{¢) In 1946 Australian interests decided to instal an extra newsprint machine on
the supposition that foreign newsprint would not in future be landed
cif. & e. Australian main ports at less than £29 10s. per long ton. At $104
basis New York price it will be over £50, and even if the basis price were to
fall as low as $70 would still be nearly £35.

Errecrs oF GENERAL CURRENCY REVALUATIONS

(9) In addition to affecting the cost of Canadian newsprint to New Zealand and other
consumers as covered by paragraph (8), the general currency revaluation is likely to
stimulate newsprint-production in Europe—not improbably at the expense of chemical
pulp production in Scandinavian countries—by the diversion of suitable pulp-wood-
supplies. Not only Scandinavian newsprint-mills, but also British and other European
newsprint-mills, should benefit, the latter group by increased supplies of mechanical
pulp. Most Buropean countries are likely to use more newsprint, and there is little
doubt that the exporting countries should be able to compete strongly with Canadian
producers and to secure a proportion of the overseas markets formerly dominated by
Canada. Due, however, to the high quality of the Canadian product and to the eternal
hope that the Canadian producers may sell at lower prices than to the United States of
America in order to maintain their position on these markets, overseas consumers are
still likely to order significant quantities of Canadian newsprint.

According to Canadian sources the productive capacity of Scandinavian countries
is about 1,100,000 short tons, as compared with an anticipated 1949 production of only
just over 800,000 short tons. Considering the poor forward position for chemical pulp
as discussed later in this report, it would appear that ample pulp-wood should be
available to allow of an immediate substantial increase in newsprint-production by the
Scandinavian mills.

According to a mid-year announcement, the British newsprint-mills, which Canadian
sources assess as having a productive capacity of 896,000 short tons, were to work at
55 per cent. of pre-war capacity, again assessed by Canadian sources at 1,100,000 short
tons. To bring these mills up to 100 per cent. production approximately 350,000 tons
of pulp would require to be secured from Scandinavian countries. No difficulty should
be experienced in securing the sulphite supplies, but certainly much more difficulty
would be encountered in securing 300,000 tons of mechanical pulp. Unused capacity
in other Buropean countries is, of course, very much smaller.

As to competition between Scandinavian and British mills, the Tariff preference of
10 per cent. held by the latter is likely to enable them to dominate the New Zealand
markets so far as imported supplies are concerned.

In making comparisons between New Zealand and British as well as North American
mills it should also be noted that whereas New Zealand publishers are faced with signi-
ficantly high costs of storage covering anything up to eighteen months’ supply, in other
countries they carry insignificant stocks, those in the United States being only forty
to fifty days. The delegation believes that the advent of a local newsprint-mill at Muru-
para would enable publishers to appreciably reduce stocks and, if necessary, pay a
correspondingly higher price for the local product.
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There can be no doubt of the ability of the European producers to compete with
the Canadian product so long as it is sold on the American basis price. Taking the
British mills, which are in a less advantageous position than the Scandinavian, their
mid-year price for newsprint was established at £36 3s. 9d. per long ton, and British
producers contended that if left free to purchase their own supplies of pulp they could
operate at a still lower figure. It follows that if their mills were to operate at full
capacity substantial economies could be achieved, but it is not unlikely that prices of
mechanical pulp will be advanced materially by Scandinavian producers. Not until
Canadian sales policy has been established is price stability likely to be achieved by
European producers, but the interim conclusion is that the Murupara product is unlikely
to receive the full benefit of the currency revaluation as applied to the New York basis
price shown in Table VIIL.

Ecovomic Size oF NEwsprINT UNITS

(10) That, as quoted by Royal S. Kellogg, Secretary of the Newsprint Service
Bureau, © a complete newsprint plant of 300 tons daily capacity is the smallest economic
wnit.”  Such a unit requires annually about 11,000,000 cubic feet of pulp-wood, whereas
the integrated sawmill and pulp and paper plant for Murupara will have an annual
consumption of 23,000,000 cubic feet in the initial stage, and: ultimately 28,000,000
cubic feet when it will be producing, in addition to 400 short tons daily of newsprint and
other papers, 50 tons of surplus pulp and 300,000 board feet of sawn timber. Considered
in conjunction with the fact that its pulp-wood should average as cheaply as Canadian,
the possibilities of economic operation appear very favourable.

BrariNe oF CONFERENCE CONCLUSIONS ON WORLD SULPHATE Position

(11) The subject is extremely complex because of the ever-increasing interchange-
ability in use not only of sulphate, sulphite, soda, and even semi-chemical wood-pulps,
but also of those produced from grasses, bamboo, and straw, &e. This explains why the
Conference proceedings and findings set out in the preceding section of this report are so
largely concentrated on the over-all supply and demand position for wood-pulp in
general, and why such scant reference is made to sulphate pulp in particular.

(@) General Wood-pulp Position

As will be seen by reference to paragraph (25), the Conference was dubious of its
finding that, based upon the figures in Table 1, total pulp requirements, estimated at
37,000,000 metric tons in 1955, will be 10,000,000 metric tons, or almost 40 per cent.,
higher than in 1948. What is of peculiar significance is that the over-all deficiency of
nearly 1,000,000 metric tons for all pulps also apparent from Table I was nevertheless
premised on an expansion of pulping capacity by over 6,000,000 metric tons, of which
over 5,000,000 were to be in chemical pulp, representing a 27-per-cent. inerease on
existing chemical pulp capacity of over 19,000,000 metric tons in 1948. With world trade
likely to be still in process of readjustment to normal over practically the whole of this
period, such an increase in capacity appears even more dubious than a 40-per-cent.
increase in effective demand.

(b) General Chemical Pulp Position

Referring to Table 4 (a) and (b) covering sulphite and sulphate, it may be
gathered from a study of production in 1937 and 1948 that most of the extra capacity
planned for 1955 is envisaged in sulphate. Whatever that extra capacity may eventually
amount to, it will probably be significantly less than the new capacity to be installed
owing both to the interim closing down of some European plants as a result of pulp-
wood shortages and. to the replacement of others destroyed during the war. As will be



48.

C—3A

"ZP61 Pue ¢gel ueomgeq ojeydins pue ogrydms ypoq ur uorsurdxo JO 9OUSPIOUIODd 940N
(a10g TVOINEHO-INAS ANV VA0S
{0 WAISOTON]) 410d-TOOM IVOIWNAIN) TVLOJ, NV EIVHAIAY ANV GIIHIIAG 0 NOWOACONJ GNV ATIOVAY)) VOIAWY J0 SELVIQ TEIIN(—/ HIVIY)

osol S0l Ovol SECo6! [e3>(~1} S20! 020! S161 -
| ﬁ P g o S S =
== 3IVHIINSG
=2
sl AN ]!
o >
- Pl " \\\.\ N
31LIHdINS TN =
\\bﬂ;_vu:_uo,.a . .\\ \ /ll.lanlu-.\l
L e - ~\ /. — \:II..‘IQ . <
Ko 77 e S e =
! \ \\ .\ \ln\-\ r
1. / \-‘Illllo . 5
/4 D)
“'\\)// \\\ \ \ z
/77U014ONPOIGN .2 F . LA
\c.t_om " \/.\\ s %
4 \m\\."n\ ‘ ) o
e >+.QNLGO \ \ 2
\ » 9 -
! 4
\, \. AVIIWIHD TIV~TVLOL m
Z
/s~ i
\.) . \ .
e . p
|-|I||~\n.m.t.u§~oog& / ' \§ 8
’ r\\ .
/ | .
-v. 1{-“@ m
7 | —
\-‘xg.ummmu
.
.\ - (o]}
£




49 C—3a

evident from Table 4 (a), much of the forward world requirements in sulphite could
be met from existing European capacity if adequate pulp-wood supplies can be
organized. With restoration of normal coal-supplies to Scandinavian countries it is
-certain that considerable wood hitherto diverted as fuel during and since the war will
become available to the pulp industry, and in sufficient quantities to significantly expand
production of sulphite in particular, though not to pre-war levels owing to the probable
continuing absence of pulp-wood supplies from Russia, especially from territories seized
during the war. As the estimated North American production of 5,000,000 metric tons
for 1955, representing 50 per cent. of world production, is less than 10 per cent. above
current production but equal to current consumption, the delegation concludes that
sulphite pulp is likely to remain in a strong statistical position over the period 1949-55
reviewed by the Conference.

(¢) General Sulphate Pulp Position

With world production both in 1947 and 1948 not much in excess of capacity, the
increase in new plant required to meet the Conference’s estimates of production and
requirements for 1955 as set out in Table I appears very large. This seems particularly
so when viewed against the background both of the enormous expansion in United
States of America capacity between 1935 and 1942 and of a steadily weakening market,
-even though, as already discussed, this may be regarded as an orderly readjustment of
the United States of America markets to a more normal condition. Referring, however,
to Table IV, it would appear that if only half of the Conference’s forward estimate of
4,000,000 metric tons expansion in sulphate demand were to be realized and only half
of this met by new plants, it would still be necessary to increase annual productive
capacity by almost 1,000,000 metric tons, and the New Zealand delegation has concluded,
therefore, that the New Zealand proposals to produce locally some 70,000 long tons annually
are not prejudiced by the 1956 world wood-pulp position as judged by the Montreal
Conference.

Though there is little doubt that sooner or later both Sweden and Finland must
reduce their forest cut significantly below pre-war peak figures, there would still appear
to be some possibility of increased sulphate-production from milling waste, and the
same comment applies to some countries of Central Europe. In both Canada and the
United States of America similar possibilities of using both logging and milling waste
would allow an enormous expansion in sulphate-production, and to the extent that
sulphate prices remain attractive, new plants based upon such developments are likely
to predominate in the satisfaction of expanding demands.

The delegation was forced to conclude that on the over-all statistical position the

prices of sulphate were likely to be weaker than those of either sulphite or newsprint and
should accordingly be very closely studied.

GENERAL ASPECTS OF SUPPLY-DEMAND Position in CremicaL Woop-pUuLp

(12) As all new pulping projects should be based upon long-term developments
rather than the short period 1949-55 covered by the Conference, it was necessary for
the New Zealand delegation to extend its investigations into the world position of all
chemical wood-pulp as well as of sulphate over a very much longer period. As in the
case of newsprint, an attempt has been made to evaluate past and current trends in the
industry with a view to determining the future supply-demand position and its influence
on world parity prices over the period 1949-75. As compared with the data available
on newsprint, that relating to sulphate as well as to chemical pulp was definitely poorer,
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and, due to the interchangability factor already referred to, the delegation experienced
much more difficulty in arriving at as sound a conclusion as in the case of newsprint.
The annual statistics on both United States of America and world pulp production, &c.,
published by the American Pulp Producers’ Association, together with various bulletins
issued by the United States of America Government, have formed the background to
this study, the results of which, however, have also been based upon discussions with
numerous executives in the North American pulp and paper industry. The more
important statistics are published in the Appendix. The results of the study are
substantially as follows :—

(a) Wide Applicability of Sulphate Process

One basic fact pertinent to the discussions of interchangability as well as of supply-
demand and price relationships is the applicability of the sulphate process to a very
much wider variety of woods than the sulphite process. As this widens the field of
raw material supply, it follows that the industry is much more widely distributed
throughout the world than the sulphite industry. Another result is that sulphate
pulp-wood tends to be much cheaper than sulphite pulp-wood. This is nowhere
better demonstrated than in North America, where spruce for the eastern Canadian
sulphite-mills was costing in 1948 between $25 and 330 per cord, whereas southern pine
pulp-wood for United States of America sulphate-mills for the same period was costing
less than $15 per cord. It is for this reason that sulphate pulps are able to compete so
strongly with sulphite for many purposes, though not, by any means, for all. Bleached
sulphite is still superior to bleached sulphate for the highest grade of papers requiring a
permanent high blue-white tone, though it should be noted that bleached sulphate usually
commands a small premium over bleached sulphite because of its superior strength
properties. Nevertheless, bleached sulphite is steadily improving its competitive position
through higher yields per cord and lower bleaching-costs. Similarly, bleached sulphite
is still virtually the undisputed master of the dissolving-pulp field. In all other fields of
long-fibred-pulp use, sulphate grades are finding an ever-increasing usage in replacement
of sulphite pulps, due largely to the two factors of cheapness and superior strength already
referred to.

(b) World Demand for Chemical Wood-pulp

The most remarkable feature of world capacity in chemical wood-pulp has been
its almost uninterrupted record of expansion over the last thirty years. Kven during
the depression period there was a significant increase, though largely concentrated
in the United States of America. Again, during World War II, Canada expanded plant
facilities, and in the United States of America a substantial increase in capacity was
recorded both to meet expanded demand for war purposes and as a means of securing
Jocal supplies in substitution for those previously obtained from the Scandinavian countries
cut off by the war. Graph 8 shows the progress since World War I of world and United
States of America consumption. As judged by the trend lines, the Conference’s
estimates of future requirements appear realistic for 1950 but unduly optimistic for
1955. The explanation of the long-continued upward trend undoubtedly lies in the
fact that during the last thirty years many entirely new bulk usages have been
developed for chemical pulps, typical of which are rayon and similar products, multi-
wall paper bags, and many new types of paper board. As to the future, while there is
little doubt that research may develop entirely mew usages for cellulose pulp, this
does not appear highly probable, and the conclusion is that future demand and develop-
ment of the industry must depend largely upon the expansion of existing usages.
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(¢) Chemical Pulps Other Than Wood-pulp

A pumber of cellulostic raw materials other than wood are used for the production
of chemical pulp, but largely in areas where forest supplies are scarce or costly.
Several hundreds of thousands of tons of esparto grass grown in Spain and northern
Africa are used annually in England and France for high-grade pulps and papers;
savai grass and bamboo are widely used in India also for high- and medium-grade pulps
and papers; and straw from wheat, rye, oats, and flax is variously employed in
numerous countries, in some cases for high-grade bleached pulps and white papers
and in others for low-grade course products such as strawboard. Altogether they probably
amount to less than 5 per cent. of world usage of chemical wood-pulp, &c., taking into
account rags, waste papers, &c. (see Table 5 of the Appendix). Bamboo and straw
appear to be the only materials to have any potentialities by virtue of bulk supply,
but the extent to which they are likely to develop in world trade is largely bound up
with the prices of competing wood-pulps, and, as will develop later in this report, it is
highly improbable that these will remain sufficiently above the general level of
commodity prices to allow either bamboo or straw-pulp to compete outside their own
immediate area of supply.

(d) World Production and Capacity : Chemical Wood-pulp

As indicated by Graph 8, from less than 4,500,000 short tons in 1910, annual
production of chemical wood-pulp of all kinds expanded to about 5,750,000 in 1920,
to 10,500,000 in 1930, and to about 19,000,000 in 1948. Table 6 of the Appendix, based
upon information from various sources, serves to focus attention upon the production
by different producing countries and areas. With the exception of war periods and
of the depression years of 1921, 1931, and 1932, the industry as a whole probably
operated at not less than 80 per cent. of capacity, often at over 90 per cent., and even
in the depression years at not much less than 70 per cent.

(¢) Relative Importance of North America and Europe in Chemical Wood-pulp Production

On a continental basis there has been a profound change over the last forty years,
for the first thirty of which European capacity and production outrivalled that of North
America. Almost uninterrupted by the depression of the “ thirties,” plant expansion
both in the south and west of the United States of America made rapid progress until,
in 1948, North American capacity of 13,500,000 short tons has become almost double
that of European capacity at 7,250,000 the corresponding figures for production at
13,250,000 and 5,750,000 short tons showing an even greater contrast. As to the far-
distant future, both Canada and Russia possess resources which, though now largely
inaccessible, may eventually allow both countries to expand production on a large scale.

(f) Predominance of United States of America in World Production of Chemical Wood-pulp

Trom Table 6 of the Appendix it will be seen that even from pre World War 1 the
United States of America has ranked as the largest producing country, its annual out-turn
of 1,500,000 short tons representing 35 per cent. of the world total at that time, as
compared with 10,000,000 in 1948, representing over 50 per cent. of world production.
Similarly Sweden consistently maintained second place until 1940, increasing its pro-
duction from 750,000 to 2,700,000 short tons over this period. Though its annual output
fell as low as 1,100,000 during World War II, it has since recovered to 2,500,000, and
may eventually attain the recorded capacity figure of just over 3,000,000 short tons if
sufficient pulp-wood becomes available. Meantime, Canada has succeeded to second
place with a current production of just over 3,000,000 short tons, but there is a distinct
difference between these two producing countries in that, normally, whereas Canada
exports only about 50 per cent. of its production in the form of chemical wood-pulp,
Sweden exports more like 75 per cent. of ifs out-turn. Canada exports a greater
proportion than Sweden in the form of paper, principally newsprint.
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(9) Predominance of United States of America in Consumption and Importation of Chemical
Wood-pulp

As shown by Table 7 of the Appendix, the United States of America has used for
many years an even larger proportion of world production of chemical wood-pulp than
produced in its own mills. Pre World War I it consumed 1,750,000 short tons, or 42
per cent. of world consumption (or production), but by 1948 had increased this to
11,750,000, or 63 per cent. of current world usage, though the proportion would be more
hke 55 per cent. if all other importing countries could df"ord to secure their full require-
ments and all other producing countries could secure sufficient pulp-wood to meet them.

In view of the enormous consumption of chemical wood-pulp by the United States
of America, it is not surprising that this country has become the largest importer of this
commodhty, its share amounting to app*ommateh’ one-third of the total, with the
United Kingdom ranking second with about half this amount, as recorded in Table VIII,

TasLe VIII—Imrorts or CaemicaL Purp By Masor CoNsuming COUNTRIES
(Source : Statistics published by United States Pulp Producers’ Association)
(Tons of 2,000 1b.)

! |
Year. } I'Oli-lﬁi‘g);tig‘?s Great Britain. | Other Countries, ‘ Total.
(1 ; 2 &) @ (5)
1936 .. .. R 2,050,000 1,080,000 | 2,116,000 5,240,000
1937 .. .. o 2,180,000 1,190,000 ! 2,480,000 5,850,000
1938 .. .. o 1,560,000 1,070,000 ! 1,760,000 4,390,000
1939 .. .. o 1,800,000 1,090,000 1,570,000 4,460,000
1940 .. .. R 1,050,000 520,000 | 1,320,000 2,890,000
1941 .. .. ool 960,000 300,000 ! 1,700,000 2,960,000
1942 .. .. eo 1,020,000 410,000 1,210,000 2,640,000
1943 .. .. AV 1,070,000 360,000 930,000 2,360,000
1944 .. .. e 900,000 310,000 | 740,000 1,950,000
1945 .. .. oo 1,530,000 520,000 | 1,090,000 3,140,000
1946 .. .. Lo 1,560,000 610,000 1,340,000 3,510,000
1947 .. .. o 2,020,000 570,000 1,320,000 3,910,000
1948 .. .. .. 1,880,000 960,000 1,340,000 4,180,000

() Pre World War 11 Predominance of Scandinavia and Sweden in the Export Trade in
Chemacal Wood-pulp

Table IX shows the pre World War II predominance of Scandinavian countries in
general and Sweden in particular in the world export trade in chemical wood-pulp.
Based on the average 1934-38 figures, Scandinavia supplied nearly 3,500,000 out of a total
of less than 5,000,000 short tons, or 70 per cent. of the world exports, and Sweden over
2,000,000 tons, or nearly 42 per cent. Relating these exports to their markets, it will
be noted from Table X that whereas both Norway and Finland shipped most of their
chemical pulp to the United Kingdom and other European and overseas markets and
only about 20 per cent. to the United States of America, Sweden shipped about 40 per
cent. of its exports to the United States of America. Referring also to Table 8 of the
Appendix, it is seen that pre World War II the United States of America chemical wood-
pulp imports of about 1,800,000 short tons included 900,000 from Sweden, 400,000 from
Norway and Finland, and 400,000 from Canada, representing about 50, 20, and 20 per
cent. respectively, the remaining 10 per cent. being secured from other European
countries.
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TapLs IX—ExXPoRTS OF CHEMICAL Purp BY MaJor PRODUCING COUNTRIES

(Source: Statistics published by United States Pulp Producers’ Association)
(Thousands of tons of 2,000 1b.)

! Scandinavia.
Total.
Year. Cagada. Sweden. Norway. Finland. ‘World Total.
Percentage of
: Tons. World
‘ Exports.
1 \ (2) (3) ‘ (4) (5) (6) ) ®)
i | |
1930 .. 528 1,517 260 524 | 2,301 64 3,577
1931 .. 444 1,434 141 693 2,268 65 3,493
1932 .. 329 1,181 285 834 2,300 69 3,329
1933 - 460 1,765 268 879 2,912 71 4,125
1934 .- 473 1,851 275 884 3,010 69 4,389
1935 o 519 1,972 307 1,018 3,297 69 4,747
1936 .. 598 2,166 356 1,192 3,714 71 5,237
1937 . 680 2,424 391 1,300 4,115 70 5,850
1938 .. 422 1,855 285 1,126 3,266 75 4,382
Average, 538 2,064 323 1,104 3,481 71 4,921 .
1934-38 :

1939 .. 527 2,232 354 1,205 3,791 84 4,500
1940 . 857 1,020 249 279 1,548 53 2,900
1941 .. 1,122 800 134 539 1,473 49 3,000
1942 .. 1,214 699 33 259 991 37 2,700
1943 .. 1,260 475 41 228 744 31 2,350
1944 .. 1,156 316 ! 28 186 530 27 | 1,950
1945 o 1,146 1,516 23 291 1,830 58 3,140
1946 .. 1,131 1,697 93 509 2,299 65 3,506
1947 .. 1,357 1,736 116 705 2,557 63 ! 4,090

! i

TapLe X—DesTINATION OF CHEMICAL WOOD-PULP EXPORTS BY SCANDINAVIAN COUNTRIES

(Source : Statistics published by the United States Pulp Producers’ Association)
(Tons of 2,000 Ib.)

‘ | United State: of America. Great Britain. Other.
Exporting Year. Total _
Country. | Export. . . ]
! Quantity. | Percentage. | Quantity. | Percentage. Quantity. | Percentage.
™ ‘ @ | ® [0) ®) (6) Q) ® ®
Sweden .. | 1937 2,424,000 (1,056,000 44 400,000 17 968,000 39
1947 1,736,000 574,000 34 278,000 16 884,000 50
Norway .. 1937 391,000 92,000 24 102,000 26 197,000 50
1947 116,000 7,000 6 36,000 31 73,000 63
Finland .. | 1937 |1, 300,000 266,000 21 603,000 46 431,000 33
1947 705,000 216,000 30 223,000 22 266,000 38

(i) Constitution of Pre-war United States of America Import Trade in Chemical Wood-pulp

Analysing the total United States of America imports of chemical pulp shown in
Table 8 of the Appendix, it is clear that whereas Sweden dominated the trade in unbleached
sulphite and unbleached sulphate, Canada was even more pre-eminent in the supply
of bleached sulphite both for dissolving and for papermaking purposes and equally
important as Sweden in the supply of bleached sulphate. It was the result of these con-
ditions that Swedish prices for unbleached sulphite and sulphate pulps on the United States
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of America market determined world parity values on all other world markets. Virtually
the same comment applied to bleached sulphate and even to paper grades of bleached sulphite,
as Canada had only small or residual quantities of these pulps for sale to BEuropean markets,
which were wholly dominated by Scandinavian producers.

Errect oFr WorLp War II axDp Post-wArR DevELOPMENTS OoN UNITED STATES OF
AMERICA SULPHITE Wo0OD-PULP TrRADE

(13) Pre-war the United States of America used over 3,000,000, or about 30 per
cent. of the world production of nearly 9,000,000 short tons of sulphite pulp. Currently
it is estimated to be using almost 4,000,000, or 50 per cent., of the 8,000,000 to be produced
in 1949. Almost 2,500,000 will be in bleached grades and only 1,500,000 in unbleached.

(a) Imports from Canada

Meantime, by expansion of capacity, Canada has been able, as shown by Table &
of the Appendix, to increase its exports of unbleached sulphite to the United States
of America by about 300,000 short tons, equal to half the quantity previously imported
from Scandinavia and to threequarters that secured from Sweden. At the same time,
by trebling its exports of bleached sulphite for dissolving purposes and increasing slightly
its exports of paper grades in bleached sulphite, Canada has increased its exports of
bleached grades by 200,000 short tons, making a total increase in sulphite exports of
about 500,000 short tons.

(b) United States of America Production

Concurrently, United States of America sulphite capacity, as shown by Table 9 of
the Appendix, has also increased by some 300,000 short tons, but practically the whole
of the apparent extra supply of 800,000 short tons has been offset by the increased demand
for dissolving and special pulps amounting to over 400,000 and for bleached paper
grades amounting to over 300,000 short tons, leaving the present supply of unbleached
sulphite at about the maximum pre-war figure of 1,600,000 short tons.

(¢) Imports from Scandinavia

As it might reasonably be anticipated that there would be some war and post-war
increase in consumption in United States of America for unbleached sulphite based
on an increase in both population and per capita usage, it would appear as if Scandinavian
countries and Sweden could reasonably expect to ultimately regain the level of their
pre-war exports to the United States of America. But concurrently with other markets
unable to purchase anything like their pre-war requirements it appears as if, until currency
difficulties are resolved and normal international trading conditions re-established,
Scandinavian countries may lack sufficient markets to maintain the sulphite industry
at a payable level.

(@) Future of Sulphite Markets

On a long-term basis the opposite is likely to arise. However much sulphate may
succeed in competing with sulphite, those uses for which sulphite is inherently superidr—
that is, dissolving and special chemical pulps, high-grade permanent papers, and cheap
printings—-are steadily expanding. There is every likelihood that they will exceed the
available supply based on existing forest resources, even taking into account that further
expansion based on the utilization of logging and milling waste in the Pacific North-west
and in British Columbia is still in progress. The probability is that both new and some
existing capacity will be concentrated on the bleached grades, for which the North
American pulp-woods appear inherently superior to the Scandinavian. Only in the now
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inaccessible spruce resources of Canada and Russia does hope reside for any distant
future expansion of this industry for world trade. Meantime, restoration alone of pre-
war per capita consumption levels in countries other than the United States of America
would not merely tax current surplus capacity, but create @ very significant shortage, no
inconsiderable portion of which would probably be met—at least, meantime—in substitute
grades of sulphate pulp.

ErrEcT oF WorLD War II axp Post-war DEVELOPMENTS ON UNITED STATES OF
AmERICA SULPEATE WoOD-PULP TRADE

(14) Pre-war the United States of America used almost 2,500,000, or over 60 per
gent., of the world production of only 4,000,000 short tons of sulphate pulp, but is now
estimated to be using 6,000,000, or 75 per cent., of the current production of 8,000,000
short tons. About 1,500,000 will be bleached grades and 4,500,000 unbleached. In
Dleached sulphate, Canada has increased its exports to the United States of America
by over 100,000 short tons, but already Sweden is supplying this market with as much as
pre-war. In unbleached sulphate, Canada has likewise iucreased its exports to the
‘United States of America by almost 100,000 short tons, but of itself this would not be
likely to prejudice the pre-war Scandinavian exports of 500,000 short tons, of which
about 400,000 were Swedish.

(@) Growth of United States of America Sulphate Pulping Capacity

But what of United States of America capacity and production ¢ By the end of 1949
United States of America annual capacity will have increased by 8,000,000 short tons (from
about 4,000,000 in 1940 to 7,000,000 in 1949) and maximum bleaching capacity by about
800,000 short tons (from about 900,000 in 1940 to over 1,700,000 in 1949). This con-
stitutes the great tmponderable in the sulphate as well as the chemical pulp world in general.

* Although by far the greater part of this expansion has occurred in the southern States,
more of the mills in the Pacific North-west—as in British Columbia—have been erected
for the sale of pulp, some to affiliated companies in the east but others for general domestic
and foreign sales ag well. In contrast, most of the southern pulp plants have been
integrated with paper or board mills for the production of speciality papers, wrappings,
and containers, &c., though some have surplus pulp capacity for supplying affiliated
rather than independent paper or converting mills to the north. The burning question
is, ““ To what extent has surplus capacity been created ?” It can be posed in other
words : ““ To what extent has the war and the post-war period created an abnormal
demand which cannot be sustained ?”

{b) Growth of United States of America Chemical Pulping Capacity

Examining the curves shown on Graph 7 covering capacity and production of
sulphate pulp, these considered alone would appear very alarming, both being of a
type indicating an abnormal expansion. Related, however, to the comparable curve
for sulphite a less alarming position is revealed. The curve for sulphite, flattening out
as it does, beats out the conclusion already arrived at that, having regard to the new
bulk usage of sulphite for rayon, &c., expansion of capacity and production has not
kept pace with requirements, which have therefore been met to a large extent by
substitute grades in sulphate, more particularly in bleached pulp, virtually the whole
1,500,000 tons of which can be so regarded. In turn, however, the curves combining not
only sulphite and sulphate but also soda and semi-chemical pulps are again of a
disturbing type, due to the coincidence in expansion of production over the 1935-42
‘period for both sulphite and sulphate. A basic study of per capita consumption was
therefore found necessary, even though consumption has closely approached capacity
over recent years.
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(¢) Future Umited States of America Import Demand for Sulphate Pulp

Meantime it is also necessary to examine the question of sustained demand
because of its possible effects on future Scandinavian and Swedish imports. In the
first place, in spite of some increase in sulphite-production in the west, substitution
by sulphate in bleached grades particularly will increase. Again, an ever-increasing
quantity of sulphate may be used in combination with soda and semi-chemical pulps
to improve the technical performance of products; whilst, in turn, sulphate hardwood
pulp is already being used as a substitute for soda pulp for magazine and book papers.
Secondly, more independent converting mills in the east and middle west will cover
some portion of their sulphate requirements from the west as well as from the south
against the possibility of future interruption of supply from Scandinavia. Still other
pulp and paper mills already affiliated with western and southern plants will probably
increase their commitments and usage as local pulp-wood supplies dwindle and/or
become more costly. While all these considerations support the previous conclusion
that expansion has not been as abnormal as appears at first sight, nevertheless most
of them do point to w contraction of Scandinavian and Swedish imports of sulphate, though
not perhaps of bleached-paper grades, since these, in contrast to the dissolving grades, are
equal to the best Canadian and domestic pulps and distinctly superior to the southern and
western products. This is a doubly important conclusion, because to the extent that the
Scandinavian countries can sell increasing quantities of bleached sulphate to the United
States of America they increase iheir ability to sell unbleached grades on other markets ot
lower competitive prices than would otherwise be possible.

(d) Concentration of Sulphate-production in South and West

Only the position of the integrated pulp and paper mills both in the west and in
the south remains to be considered. Inier alia, both regions include speciality, wrapping,
and board or container plants, whilst, in addition, the south has newsprint installations.
The speciality—in contrast to the other plants—are characterized by a wide range and
variety of relatively high-priced products earning a good profit rate. They manufacture
pulps especially adapted to the use requirements of their end products and are not likely
to be significant in putting surplus pulp-supplies on to the open market as a means of
dealing with fluctuating demands for their end products. Some, however, have
affiliated plants elsewhere to which surplus pulp is regularly shipped, sometimes in
exchange for other pulp required to meet the technical requirements of their customers.

(e) Use of Sulphate Pulp for Packaging Purposes

It is perhaps in the wrapping and board or container plants, which concentrate
upon the production of a very few bulk lines, that expansion may have been more
abnormal than elsewhere. There is little doubt that a significant proportion of the
increased demand for their products over the war period was required for the packing
of the munitions of war, including enormous quantities of foodstuffs for foreign
destinations. Admittedly much of this replaced normal packaging for peacetime
consumption of other goods, but—equally important—it has been the post-war over-
taking of the accumulated wartime shortages of peacetime consumer goods which has
maintained the demand for wrappings and container products. Without wishing to
be pessimistic, the delegation believes that the continuing post-war production of
consumer goods is likely to exceed demand and that a subsequent recession in trade,
even though of only minor severity, will seriously curtail demand for packaging products
and thus depress pulp prices. Again in turn this will force a general reduction in
pulp-wood prices and allow such plants as produce pulp for sale to resist competition
from Scandinavian suppliers.
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(f) Place of Sulphate Pulp in Southern Newsprint Developiments

As referred to in that section of the report dealing with newsprint, the full
potentialities of the south have not yet been generally recognized by the United States
of America newspaper publishers. Only one mill—that of the Southland Paper Mills,
Ltd., at Lufkin, in Texas—is yet operating. It produces about 350 short tons daily
of a high-quality sheet surpassing all the western products and equal on balance with
the eastern Canadian sheet. Another of similar size but with surplus pulp capacity
of 130 short tons daily is to operate early in 1950.

Per Caprra axnp Toran Consumerion TrENDS IN THE USE oF CHEMICAL WOOD-PULP

(15) As in the case of newsprint, it was felt that, so far as practicable, general con-
elusions regarding the world sulphate position should be checked by a study of per capita
and price trends in the United States of America once it was demonstrated that this
market held the key position in world trade in that commodity. Similar studies of these
trends in New Zealand and Australia were also deemed necessary. The results are
presented for public information.

(@) Per Capita Consumption of Chemical Pulps in the United States of America

The per capita curves shown in Graph 9-are quite reassuring in indicating that, while
recent and probably current consumption are above the various trend lines, the dis-
parities are not as large as had appeared possible merely by studying the increases in
capacity shown in Graph 7. In considering this data there would appear to be no good
reason why the trend line computed on the complete series inclusive of the war years
should not be used in preference to that computed on pre-war data.

(b) Future Consumption of Chemical Pulp in United States of America

Taking the information on population and per capita trends in Graphs 3 and 9, a
projection has been made on Graph 8 to show future probable total requirements. There
seems to be little doubt that, due to the expanding demand based on a steady increase
both in per capite consumption and in population—existing United States of America
capacity will be insufficient on a long-term basis to meet requirements for very many
years. A temporary glut is probable, of course, if trade recedes much further than at
present. With per capita consumption of sulphate increasing at the trend rate of 22 Ib.
annually as disclosed by Graph 9 and population at a rate of over 1,000,000 annually,
total consumption must increase annually by 250,000 short tons, so that even a surplus
eapacity of 1,000,000 would be overtaken in four years. Even with further expansion
of both United States of America and Canadian capacity, the Scandinavian countries
may expect eventually to largely regain their pre-war levels of importations not merely
because of the over-all supply position, but on account of the marked superioity of their
sulphate pulps in particular.

(c) Future World Consumption of Chemical Wood-pulp

The trend line for world consumption shown on Graph 8 is based only on the past
data recorded in this graph and is not projected, as in the case of the United States of
America data, on per capite and population trends. Nevertheless it has some significance
in indicating that future demand does favour the restoration of Scandinavian and Euro-
pean production to near pre-war levels if pulp-wood supplies can be organized and normal
nternational trading conditions restored. Graph 8 is of peculiar interest in that the
Conference’s estimates of consumption for 1950 and 1955 have been plotted for com-
parative purposes. The fact that they all lie significantly above the projected trend line
indicates an optimistic basis of estimation by the Conference.
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Nevertheless, the delegation concludes that both the United States of America and
the world supply-demand positions necessitate on any long-term basis a very definite
expansion of world productive capacity and that this provides a distinetly favourable
background to the establishment of the Murupara project. This is not to be interpreted
as implying that without the Murupara project New Zealand and Australia could not
obtain pulp-supplies. Even during the war and since, when supplies have been extremely
short, both countries have secured some shipments. But they have been far from
adequate, judged even by local pre-war standards. If, as hoped for, both countries
are to more nearly approach American standards of living, then pulp requirements as
shown in Graph 9 must be very materiallv increased, but unless a fair proportion of these
are covered by local production in New Zealand, then the two countries have little hope
of commanding a high sustained usage of paper at reasonable prices, particularly in
times of war.

{d) Per Capita Consumption of Sulphate for Wrappings and Boards

As a further check upon the validity of its conclusion that sulphate demand and
production is not abnormal even in the United States of America, a study has been made
of the per capita consumption of wrapping and boards, for which sulphate pulp is so
widely employed. Both of the curves appearing in Graph 10 are of a normal character,
and while recent and current consumption figures are above the trend line, the departure
1s by no means excessive, and confirms the belief that even if trade recedes still further
for an appreciable period of time it will be only a few vears before the decrease in total
pulp demand will be overtaken bv an improvement in per capita consumption and an
Increase in population. With trend increases of 0-78 Ib. and 3-6 1b. per capita respectively
for wrapping and boards and the usual increase in population, the annual trend expansion
in demand amounts to 400,000 short tons, confirming the previous conclusion that any
surplus capacity which may be created in the United States of America by a trade
recession will be rapidly reabsorbed.

PossteLE MARKETS ForR CHEMICAL WOOD-PULP 1N NEW ZEALAND AND AUSTRALIA

(16) With no chemical wood-pulp production in New Zealand, it is possible to study
past usage from the records of importations. The annual import figures have been
reduced to a per capita basis and shown in Graph 9, thus allowing of a direct comparison
with those for the United States of America. Similar figures are recorded for Australia.
Having due regard for the relatively small differences in the ways of living in the two
areas, the outstanding feature of these graphs is the enormous disparity between per
eapilo rates of consumption for the United States of America and the two South Pacific
countries. At the same time, there is little doubt that had there been ample local
production of pulp in the South Pacific during the war years the per capite consumption
figures would probably have been twice as high both in New Zealand and in Australia.
Every citizen is still conscious of the paper shortage which was so acute during the war
and is still significant,

{@) Nature of Pulp Importations into New Zeland

Paper-production in New Zealand has for all practical considerations been limited to
wrappings and beards, and for this reason sulphate has always dominated the import
pulp trade. Itis doubtful if sulphite has ever attained 20 per cent. of the imports. Except
during the war, when only North American pulp was available, most of the pulp
mmported came from Scandinavia, for many years from Sweden, but more recently pre-war
from both Finland and Sweden. North American pulps, usually from the West Coast,
have not been as highly regarded for quality as the Scandinavian. Even allowing for the
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maximum possible substitution of sulphite by sulphate in both bleached and unbleached.
grades when local production is fully organized, it is most likely that some imported
sulphite will still be required for special purposes and that even some very high-grade
sulphate may likewise be needed, both pulps in the unbleached as well as in the bleached
form.

(b) Nature of Pulp Importations into Australia

The same comments apply to Australia as to New Zealand up to the pre-war period
when Australia commenced the production of newsprint, necessitating the importation
of an additional 7,000 long tons of sulphite for long-fibred furnish, and of writings and
fine printings from short-fibred woods, also requiring an additional quantity of long-
fibred furnish. Concurrently with the expansion of Australia’s marvellous wartime
industrial effort, large importations of sulphate were required to supplement its own
production of sulphate hardwood stock. As the Commonwealth’s huge immigration
plans gather momentum, increased local production of hardwood pulps for a wide:
diversity of end products will necessitate correspondingly large importations of long-fihred
stock, including both sulphite and sulphate.

(c) Estimates of Future Demand for Long-fibred Chemical Wood-pulp in New Zealand

In interpreting the New Zealand per capita trend shown in Graph 9 it must be
remembered that the figures upon which it has been based have referred to importations.
for a very restricted field of production—largely kraft and ordinary wrappings pre-war,
but since supplemented by board products using a preponderance of ground wood and
waste paper with only a small content of chemical pulp, except in a few special lines.
Looking to the future, there are two bulk lines alone which will much increase the
Dominion’s requirements for chemical pulp. Firstly, multi-wall bags should absorb at
least 2 Ib. per capita, while fibreboard butter-boxes should increase consumption by at
least 4 Ib. per capita. In addition, with local supplies of bleached sulphate, opportunities.
should also develop for the increased production of more specialty wrappings and boards.

Taking all these factors into account and using only the trend figures in Graph 9,
the total per capita consumption should be at least 18 1b. by 1954 and 25 Ib. by 1970.
With populations respectively of 2,000,000 and 2,500,000, which are very conservative:
estimates as judged by Graph 3, the country’s requirements, exclusive of pulp for news-
print and printings, &e., to be produced by the Murupara schemes, would therefore
amount to about 16,000 and 28,000 long tons for 1955 and 1970. Probably 90 per cent.
will be in sulphate pulp, virtually the whole of which could be met by locally-produced
pulp. Taking into account the 19,000 long tons of bleached pulps required for newsprint,
&c., by 1955, the total sulphate pulp requirement becomes 33,000 long tons. The
contemplated New Zealand production of 70,000 long tons from the Murupara and
Tokoroa schemes leaves 37,000 long tons for export until 1957, when expansion of
newsprint-production will reduce the e*{portable surplus to 22,000 long tons, about half’
each from the two schemes.

(d) Estimate of Future Demand for Long-fibred Pulp in Australia

Australia, by virtue of its greater industrialization, its wide diversification of products,
and a local chemical wood-pulp industry, is a very much larger per capite consumer of’
chemical pulp than New Zealand. The production of printings and writings, using
90 per cent. of bleached eucalyptus soda pulp and 10 per cent. of imported long-fibred
bleached pulp, is to be increased from 25,000 to between 40,000 and 50,000 long tons
annually. Likewise, the annual production of newsprint, using about 80 per cent.
eucalyptus ground wood and 20 per cent. imported long-fibred pulp, is to be stepped up-
from 30,000 to 80,000 long tons.  Wrapping and board productlon now rated at 130,000
long tons annually, consumes, in addition to large quantities of waste paper, over 40,0000
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tons of eucalyptus sulphate pulp, from 15,000 to 20,000 tons of straw pulp, and some
30,000 tons of imported long-fibred pulp. Present extension proposals covering an increase
to 200,000 tons annually involve over a 50-per-cent. increase in sulphate-pulp production.
The Commonwealth’s requirements in long-fibred pulp will therefore become substantial.
Referring to the Australian trend line of per capita importations shown in Graph 9,
the values for 1955 and 1970 are 28 Ib. and 40 1b. respectively. Corresponding populations,
.on a conservative basis as judged by Graph 3, are 9,000,000 and 11,000,000, giving an
-apparent possible consumption of 110,000 and almost 200,000 long tons, but due to the
success achieved by Australian technicians in the partial adaptation of hardwood short-
fibred pulps to uses normally met by softwood long-fibred pulps it is not improbable that
importations of these latter will be between 60 and 70 per cent. of the above figures
derived from trend data. This is confirmed by a recent indication that about 1955
.Commonwealth requirements in unbleached sulphate will be about 37,000 long tons, with
the further possibility that 8,000 long tons of bleached sulphate might be used in
substitution for bleached sulphite, of which an equal quantity will still be required.

(e) Ability of New Zealand Sulphate Pulp to Meet New Zealand and Australic Requirements

Excepting for papers requiring superlative strength properties, there appears little
.doubt that, based on extensive tests by various authorities, sulphate pulps manufactured
from New-Zealand-grown insignis pine will meet most New Zealand and Australian
requirements. Nevertheless, it is only an elementary trade precaution for consumers to
spread their purchases over different sources of supply, and on this basis New Zealand
cannot expect and certainly would not be justified in attempting to meet much more than
50 per cent. of Australia’s demand unless, of course, suitably guaranteed of a larger
market. Having regard to the price implications reviewed later in this report, the delegation
does not believe that present plans providing for about 20,000 tons exportable surplus against
.a potential total Australian demand of 45,000 tons in the middle * fifties ” should be expanded.

Loxg-TERM Price TRENDS IN SULPEATE PULe
(17) It has already been established that the United States of America markets for
‘the Swedish product virtually determine world parity values for unbleached sulphate
pulp. Graph 11 has been prepared to show fluctuations in price not only for Swedish
kraft, but also for United States No. 1 Northern, which is similar to (fanadian kraft, and
for southern pine kraft pulp.

(@) Difference in Sulphate Pulp Prices

The prices of these three pulps should reflect their basic qualities, but tend to do so
‘only during period of acute shortage. There is no vestige of doubt that both the spruces
‘and the pines of the northern temperate zone vield fibres of greater mtrinsic strength
than those of more tropical origin—for one reason, if for no other, that in the slower-
growing species the proportion of shorter and thinner-walled fibres in the final product
is very much less than in the rapidly-growing pines of which the United States of America
southern pines are typical of indigenous pulp-woods and the New Zealand insignis pine
is typical of exotics.

(b) Comparison with New Zealand Pulp

If high strength be the sole criterion of value, it must be admitted that the New
Zealand product would more resemble southern-pine pulp than either Northern or
‘Swedish, and for admixture with sulphate hardwood for strong wrapping it would appear
to be somewhat inferior to the Finnish or Swedish pulps so widely favoured by Australian
paper-manufacturers. On the other hand, in either the semi- or fully-bleached form for
‘admixture with semi-or fully-bleached hardwood sulphate for specialty or printing
papers requiring a close finish it will probably prove equally valuable as Swedish, if not
.even more valuable.



64

C—3a

) (0t oFud

‘g yduay eos) ydvad sIyy ur umoys uByg viep Ioljdo (OUUW SI0A0D SIYLPOWWIO) [BIDUSS 10§ dul[ pUaL} AYJ, 'SOIIPOWLUIO) |RIBUSS PUB WIOYYION [ ‘ON

10§ soul] puaxg pedo[oadp A[JEoIyRUIOYIEW YA 10740504 ‘SorjIpowiaod [eroued oy pue sdind 4yeisy ysipomg puw ‘UIOYINOY ‘WIOYION | ‘ON I0J BJEp OISy
SELLICOWIO))

TVEANTY) ANV (QEHOVETEN()) S4I0d FLVHATAS TVAIONIN NEEMIEG NOSIHVAKO() : VOINENY 40 SEEVIS QEIIN() NI SINEWIAOJ gOIIJ—]T HAVIY

o745] $961 ) 096! 5561 056! St61 Oovél G€61 0€6i 576l
®
®
3 )
e
3 0S|
3 z
Q.
,w., mo_t_
| R
¥ ¢
o OOi
- — R
3 e = T T oy pue e
% = = = m%...:_oaecrcoo {o424420 =0 i 7
© 0
OSi - <22 3
& 0y s =
r 04, o »
ft
w S
9
- — s ysipamg
oot -e-—— uiaygnog
— UddY4ION 1ON
L




65 C—3a
(c) Relationship Between Pulp and General Commodity Prices

As in the review of newsprint prices, an effort has been made to relate the movement
of pulp prices to that of general commodity prices. Unfortunately oulv the hasic data
on No. 1 Northern has been sufficiently continuous over a fairly long period to allow
the determination of a trend line. In view of Professor Strevfertt’s conclusion that
on a long-term basis prices of forest products do not tend to rise at a greater rate than
those of general commodities, the divergence of this trend line from parallelism with
the trend line for the commodity price index makes it suspect on the basis of an
insufficient period.

(d) Influence of Diminishing Accessibility of Eastern Canadian Spruce Supplies

Evervthing does point to spruce pulp-wood prices rising on a long-term. basis more
than southern pine pulp-wood prices. Hstablished units in the eastern newsprint and
sulphite pulp industries have little if any surplus capacity and must expand within
the near future or see extra production organized elsewhere. This can be avoided only
by developing at considerable cost more distant and currently inaccessible forests
of low stocking and facing up to the use of more costly pulp-wood. Again, woods
labour is now very much better organized then previously, and will be even more so as
resort to more northerly limits will be hy company operations, which will reduce
materially the proportion of pulp-wood secured from small private owners and
operators. The net effect will be to increase materially the cost of spruce pulp-wood.

(e) Influence of Southern Pine Resources

Any attempt to relate the future of southern pine kraft prices to the trend line for
No. 1 Northern kraft is made even more impossible by the contrasting raw-materials
position in the southern States. Not only are their resources casily accessibia, hut
they allow year-round instead of only winter logging. The rate of growth is up to four
times as great as that of eastern Canadian spruce, and southern pine forest can
accordingly be converted over to a state of maximum productivity m a very short
period. Added to these considerations is the fact that labour rates are the lowest in
North America, and of even greater importance is the large proportion of pulp-woad
secured from owner or contract cutters, enabling many companies to conserve their
own standing supplies and in some cases to materially improve their stands. The
conclusion is that pulp-wood costs in the southern States are likely to fall much
nearer to pre-war levels than elsewhere and on a long-term besis most wnlikely fo
increase at a greater rate than general commodity prices. This is turn means that
as pulp-wood forms the major cost item in southern pine kraft, pulp prices will follow
a similar movement. The only factor operating to strengthen the prices of southern
pine kraft will he the growing scarcity of sulphite and its increasing replacement by
sulphate. Graph 12 presents variations in the delivered to mill cost of spruce,
hemlock, and southern pine pulp-wood. The trend lines for spruce and hemlosk are
almost parallel and appear to conform closelv to the rise in price of general conimor
That for southern pine pulp-wood shows a downward trend and must remain sus
again on the basis of an insufficient period. Even though the wage Jovol is lower and
more elastic than elsewhere, it has improved proportionately in comparison with other
regions and will retain much of the improvement, and on this basis it is reasonable to
suppose that -with time the-trend line will approach parallelism with those for spruce
and ‘hemlock.  Huel w parallol line hos been adopted for consideration of future pulp
price trends. : - - - '
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(f) Future Prices for Southern Pine Kraft

Referring to Graph 11, the commodity price index trend line has been related to
the basic pulp price data by reference to the figures for both 1927 and early 1938. The
former was chosen because, although commonly regarded as a boom trade year, it
was, in respect to price levels, representative of a fairly stable period lasting from 1922
to 1929 during which most commodity prices had no opportunity of adjusting themselves
to one another. Similarly, 1938 marks what appears to have been a recovery level
from the depression period of the early “ thirties” after a brief boom period in late
1937. In both 1926 and early 1938 the prices of various sulphate pulps were in close
proximation, and these periods are believed to be typical of those relatively stable
conditions which may be expected to dominate world trade for at least a decade after
restoration of normal international trading relations in about seven years time. During
such a period it is probable that there will be a market for all pulp produced, as over
the interim years conditions are unlikely to be sufficiently promising to ensure that
capacity is increased commensurate with expanding potential demand. On these
assumptions, the price for No. 1 unbleached southern pine kraft is expected to be of
the order of $74 per short ton in 1955, increasing to a figure of the order of $86 in 1975.

(g9) Future Prices for Swedish Kraft

The most significant feature of Swedish kraft prices has been their competition
strength at all times. This is not altogether clear from Graph 11, which presents only
average prices for each year. If, however, weekly prices are studied it will be found
that even though the Swedish product is equal in quality to or better than the domestic
product as represented by No. 1 Northern or Canadian and much superior to southern
kraft, it has commanded suitable premiums only in periods of acute shortage. During
periods of weak demand it has undersold not only No. 1 Northern kraft but southern
pine as well. Following this policy, as they did during the inter-wars period when
currency difficulties were relatively small, it 1s highly probable that Swedish producers
will continue along the same lines now that dollar earnings have become so much
more important.

(k) Future Prices for Swedish Pulp in Australia

The New Zealand delegation is forced to the conclusion that if New Zealand
sulphate pulp is to compete with the Swedish or Scandinavian product on the
Australian market the price level will be determined by that of southern pine kraft
since it is the huge bulk supply of this pulp with which the Swedish unbleached
product must compete. Subtracting the internal United States of America freight
allowances of $7-50 and the Atlantic shipping rate of $9-00 from the trend figures of
$74-00 and $86-00 per short ton established by paragraph (f) and adding £4 per long
ton shipping rates from Baltic ports to Australia, it would appear that the most New
Zealand pulp could command c.if. & e. main Australian ports would be £27 per long
ton around 1955, and £32 around 1975. Admittedly the corresponding costs of southern
pine pulp shipped to Australia would work out on these trend values at £35 and £40 on
a conversion rate of $2-80, but the delegation feels that owing to the likelihood
of continued surplus capacity and low pulp-wood prices actual values are more likely
to be $54 and $66 per short ton, corresponding to the £27 and £32 for long-ton values
already mentioned. Meantime, even lower prices for Scandinavian pulp will probably
rule on the Australian markets. It is assumed in making this estimate that Australian
currency will return to parity with sterling and that exchange-rates will otherwise remain
at the new levels recently established (£2-80 and 14-485 kroner to the £1).
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() Sulphate Production Costs

There appears to be little doubt of the ability of both southern pine and Swedish
producers to sell their products at ¢ven lower ﬁg,uleb than those derived from the study
of long-term price trends. Probably because of the low labour element,.conversion
costs in the sulphate industry have tended to remam fairly stable over many years,
including both the depression period of the ** thirties ” and the war and post-war years.
The development of larger units with lower fixed charges and greater efliciency in man-
power, chemical recovery, &c., hag tended to offset increasing capltal costs and labour
Tates. :
Because of a 50-per-cent. greater pulp-wood requirement than newsprint and a
smaller labour element, wood costs are of even greater importance than in the case of
newsprint. According to the downward trend line of Graph 12, southern pine pulp-
wood should have a value of about $6-50 per cord in 1955 and only $5-50 in 1975. As
previously discussed, it is believed that the true trend line must be upwards, and in
accordance with the accepted statistical procedure another trend line has beer shown
on the graph drawn through the mid-point of the basic data to parallel the trend lines
for spruce and hemlock. The 1955 and 1975 figures derived from this trend line—S810- 00
and $11-30 respectively-—appear too high. Averaging the two trend values gives a 1955
figure of $8-25 and a 1975 figure of $8 40, whlch means that wood costs per short ton
would be under $15-00. VVlth conversion costs be stween $20-00 and $30-00 giving total
production costs of between $35-00 and $45-00, it is elear that southern pine producer%
have a good rate of margin at figures well below $74-00 per short ton even. .after
subtraotlon of more than S]O .00 for dehvely costs. L

Similarly, there is little doubt as to the ability of Swedish producels to operate
profitably at even lower prices than those under review.

Even supposing that current pulp-wood costs fall by one- -third to a figure still twice
as large as that ruling during the depression of the * thlrheb, pulp-wood costs per long
ton would amount to only about £6. Allowing for conversion costs at £9 per long ‘von
which is over 50 per cent. in excess of depression figures, the total cost of landing pulp
in Australia would amount to £19 per long ton, as compared with a selling price of £27
per ton. Tt is obvious that Swedish producers can still secure a reasonable margin of
profit even if pulp-wood and conversion costs increase above the foregomg ﬁgures to
which it is believed they may fall in the interim.

If any other evidence were needed of the ability of southern pine and Swedish
producers to meet low selling prices, it is only necessary to refer to Graph 11. Both
southern pine and Swedish kraft were sold as low as $26-00 per short ton in 1939, and
it is significant that the average United States of America imported value of Swedish
pulp per short ton was $34-92, $36-95, and $28-89 for 1937, 1938, and 1939 respectively.
Likewise, pulp brought into New Zealand from Scandinavia had an import value of
only £11 15s., £11 8s., and £8 3s. per long ton for these same years.

(3) Production and Sale of Bleached Sulphate

It is apparent that the production of bleached sulphate carries a substantially
larger margin of profit than the unbleached product, the premium usually obtained
being very much larger than the extra cost involved in bleaching. To this extent the
Murupara project should endeavour to sell bleached rather than unbleached pulp, but
from the figures already reviewed it would appear that the Australian market for
this class of product is not yet significantly large, certainly not large enough to absorb
the whole of the 26,000 long tons of surplus pul production dinmg the ﬁrst phase of
development,
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CoMPARISON BETWEEN NEWSPRINT AND SULPHATE Pure

(18) The future marketing position for newsprint both in Australia and New Zealand
appears very much stronger than for sulphate pulp, either unbleached or bleached.
Newsprint manufactured from New-Zealand-grown insignis pine requires only about
130 cubic feet of pulp-wood per long ton of product, whereas even the unbleached sul-
phate required about 200 cubic feet, or 50 per cent., more per long ton. On the realization
side it appears that on a long-term basis newsprint will realize over £40 per long ton
ex-mill, as compared with only £24 ex-mill for sulphate pulp. Kven if the margin were
much smaller it would appear that it is advisable for New Zealand to concentrate, as
far as practicable, upon the production of newsprint. The Murupara project envisages
two phases of development. The first provides for paper-production of 60,000 tons
annually with a surplus sulphate pulp production of 26,000 long tons. The second
phase provides for the doubling of paper-production, with consequential reduction of
surplus pulp by 15,000 long tons, giving a final surplus of only 11,000 tons. It is clear
that the second phase of development should proceed immediately the first phase 1is
completed, with final building requirements as part of the first phase development in
order to expedite completion of the second phase.

ForesTrY CoNDITIONS IN PULP-PRODUCING COUNTRIES AND IN NEW ZEALAND AND
AUSTRALIA

(19) Although any conclusive review of forestry conditions even in Canada and the
United States of America was outside the scope of the delegation’s activities, nevertheless
it was necessary to secure an adequate appreciation of fundamental conditions in
the more important pulp-producing countries, and data and extracts from various
authoritative statements are presented for public information.

(@) Canada
The following is an extract from a publication by the Canadian Pulp and Paper
Association, the source of the information being the Dominion Forest Service :---

Complete estimates of rate of growth of Canadian forests have not been compiled, but the following
facts are known :—

While there is but a small growth in many areas, over considerable tracts growths (illezlingit
have been recorded by the Dominion Forest Service of .. .. 25-40
Managed forests in Scandinavia produce .. .. 28
Replacement of annual depletion in the accessible pzodu( tive forest areas
requires an annual average growth of .. .. .. 12

The foregoing figures by no means indicate that thereis no cause for anxiety regarding
the future maintenance of the forests and their proper conservation for use.
Other factors affecting these figures include : --

(1) While the annual increment appears to exceed the annual depletion, no
comprehensive and proper estimate of forest increment in Canada as a
whole has yet been prepared or is under way.

(i) Tnsects. and diseases in the forests periodically reach epidemic proportions ;
unless checked they will affect the existing balance between depletion and
increment.

(iii) In many instances the depletion is concentrated in the more accessible areas.
Growth that accrues in more remote areas is not used.

(iv) Repeated fires retard and often make impossible the proper regeneration of
the forests.

(v) Land tenures are often such that there is no economic or other urge upon
some loggers to opemte along scientific methods.

(vi) The fire hazard is greater in the more accessible forests, a situation naturally
having a bearing on the cutting methods pursued by owners or operators,
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®) U.S.A.

The forestry position in the United States of America is not as favourable as in
tanada. The annual cut undoubtedly exceeds the annual growth by a substantial
margin, though this applies more to saw logs than to pulp-wood. Appreciable supplies
of pulp-wood ranging usually between 1,000,000 and 2,000,000 cords annually have
also been imported from Canada for many decades, the principal species being spruce
for mechanical and sulphite pulp and poplar for soda. Whilst cessation of these
imports may be expected sooner or later with some embarrassment to eastern pulp-
producers, there appears to be little doubt that by better integration of sawmilling and
pulping activities in all sections of the United States of America the country could
probably meet its own future requirements of pulp for many years. The economic
advantages enjoyed, however, by established mills in the form of extremely low capital
costs, &c., are likely to prevent the attainment of such a possibility for several decades,

Table XTI, taken from a 1938 report by the United States Tariff Commission on
wood-pulp and pulp-wood, shows the estimated average cords recoverable from uncut
and cut-over lands held by United States pulp-mills. Except in the case of the Pacific
coast and British Columbia, the stands are extremely light. The Canadian figures
undoubtedly apply to the eastern sections of that Dominion. The annual rates of growth
are generally higher than in Canada, those for the southern pines being about 100 cubic
feet per acre. On the western coast of the continent, however, douglas fir has a similar
rate of growth in both Canada and the United States of America, and western hemlock
an even higher rate of 150 cubic feet. It is confidently anticipated that the value of
hemlock will appreciate materially as a source of sulphite rather than sulphate pulp.

Tapre XI—PuLp-wooD : EsTiMATED AVERAGE (orDs REcoverasLe From Uxcur anp CuT-OVER
Laxps Hero sy UxiTEp Sratss Punp-MILLS

(Source : Report to United States Senate on wood-pulp and pulp-wood)

Estimated Average
Region, Quantity Recoverable

Per Acre.

Cords
New England 2-7
Middle Atlantic 4-6
Lake and central 5-0
Southern .. .. 5-0
Average, four regions 3-6
Pacific coast .. .. 77-2
Average, all regions .. 5-3
Canada . .. 49

(¢) Sweden

The following statements are taken from an article entitled *“The Situation and
Prospects of the Swedish Pulp Industry ” in the June, 1949, issue of Index, published
by the Swedish Bank of Commerce.

Production in the pulp industry rose very rapidly in the inter-war period. However, it was
obvious already during the second half of the 1930’s that the Swedish forest industries had reached
the production limit fixed by the natural regrowth of the forests, the increasing shortage of pulp-wood
becoming a major obstacle to further expansion. Pulp-production reached its peak in 1937 at a total
of 8,500,000 metric tons, a volume of production that has never been equalled since. During the
war a considerable portion of the yield from the forests had to be used as fuel, and even if mainly
low-grade timber was utilized for this purpose it still meant to some extent a further deterioration
in industry’s supplies of raw materials. However, the reduced industrial wood consumption during
the war gave the forests a much needed period of rest as far as concerned the normal and more valuable
industrial assortments. Since the war the output of pulp has again shown a rising tendency, but in
1948 it was still 10 per cent. below pre-war level. Tven so, the present volume of production must
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be considered far too high compared with the maximum which the annual regrowth of pulp-wood
permits. According to estimates drawn up by the State Forest Research Institute, lumbering in
Upper and Central Norrland, an area which is responsible for the bulk of the Swedish pulp-production,
will have to be reduced by no less than 30 per cent. of the annual cutting during the period 1936-39
if the Swedish forests are to be maintained on a sustained-yield basis. The situation is better in
Central and South Sweden, where lumbering can be carried on at the same level as in the above-
mentioned period, or might even be not inconsiderably increased. It might be added that in fact the
long-term programme for Sweden’s economy up to the year 1952 recently submitted to the O.E.E.C.
foreshadows a certain decline both in the production and in the export of chemical and mechanical
pulp . . . .
According to the Forest Research Institute’s estimates it is within the bounds of possibility to
raise the cutting in Norrland by 50 per cent. and in Southern Sweden by 30 per cent. in the course of
the next eighty years.

As the industry was already over-dimensioned during the 1930’s, manufacturers in Norrland
have in recent years decided to close down mills with a total capacity of about 150,000 tons (metric).
Following upon this well-remembered * death of the saw-mills > around the turn of this century, it
looks as if the Swedish pulp industry is now undergoing a more or less similar experience R

Tt is also obvious that since 1939 the root value of pulp-wood is far lower in the United States and
Canada than in Sweden. In the Swedish climate the forest grows twice or three times more slowly
and is therefore more expensive than the rapidly growing forests in the southern States, where the
world’s biggest sulphate industries have latterly grown up. On the other hand, it can hardly be denied
that the costs of transport are lower in Sweden than in any other country thanks to the highly
developed network of natural floating channels provided by the Swedish rivers. This factor will
increase in importance as the most favourably situated forests in North America are gradually
exhausted and more remote forests have to be exploited. Moreover, the costs of labour are higher
in North America, in certain districts at any rate, than in Sweden. Finally, the rapidly growing
American tree species yield a cellulose the fibre strength of which is some 30 per cent. lower than that
of the Swedish ¢ kraft  pulp. Although the difference in this respect is ¢ reduced, as the quality
of the American southern State ¢ kraft > pulp is being constantly impro the unbleached Swedish
“ kraft ** pulp has so far succeeded in competing successfully with the American article.

Table X illustrates the variation in capacity and production of the sulphate and
sulphite industry in Sweden since 1937.

(d) Finland

Likewise, an article on Finland’s forest resources and their utilization by Professor
Tlvessalo published in the Finland Monthly Bulletin for April-June, 1948, indicates that
the annual forest cut is not only greater than the annual growth, but considerably
larger than the normal cut required to restore the forests to a state of maximum
productivity. Thusin Table XILit will be seen that even pre-war the annual cut though
less than the annual growth was still in excess of the normal removal. The serious
deterioration since the war is due to the cession of forested territory to Russia, and in
the past two felling seasons the annual cut has greatly exceeded not only the normal
cut, but also the actual growth. It is an inescapable conclusion that the annual cut
must be seriously reduced in order to protect the future productivity of the Finnish
forests.

The average annual growth per acre of forest land is 26-9 cubic feet. It fluctuates
between 60 cubic feet in the best forest regions and 15 cubic feet in the northernmost
forests. This figure is practically the same as in Sweden (27-3 cubic feet), but higher
than in Norway (19-3 cubic feet).

(e) Australia

The softwood resources of the Commonwealth, both indigenous and exotic, are far
too small and likely to remain so for the satisfaction of anything but a very small
proportion of the country’s timber and long-fibred pulp requirements. Opportunities
undoubtedly exist for an expansion of Australia’s soft-wood resources, but it 1s doubtful
if they will even be able to keep pace proportionately with the increase in population
now being aimed at by mass immigration schemes. Only its exotic stands make any
contribution to the local pulp industry at the present time, but as the area is less than
200,000 acres the supplies are insignificant. :
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Tapre XIT—AxNUAL CUT, ANNUAL GROWTH, AND NORMAL ANNUAL ReEMovAL REQUIRED TO RESTORE
Finxisa Forests 7o MAXmMUM PRODUCTIVITY
(Al figures in million cubice feet)

Period. } Annual Cut. Annual Growth, } Normal Removal.
. ' {
102487 . . ' 1S " 1625 ‘ 1,342
1935-39 . .. | 1,342 X 1,625 ‘ 1,342
1940—4+ | 1,060 | 1,625 f 1,342
194547 % 1,695 1,448 % 1,201
\

(f) New Zealond

For pulp-wood supplies the Dominion must depend upon an intensive form of
exotic forestry in contrast to the extensive types of indigenous forestry characteristic
of the older pulp-producing countries. This carries with it numerous economic and
technical advantages, of which the delegation considers the most imortant to be as
follows :(—

(i) Greater concentration of forest stands, allowing of more intensive, more
effective, and cheaper fire protection ;

(i) Higher annual rates of growth, varying from over 200 cubic feet per acre
for insignis pine down to 100 cubic feet for other pine, larch, and fir
species. These rates exceed considerably the growth rates in all major
pulp-producing countries, notably the 25 to 40 cubic feet in Canada and
the 28 cubic feet in Scandinavia referred to in paragraph (d), and thus
ultimately mean lower growing costs in New Zealand ; and

(iii) Heavier stands per acre. Twenty-five-year-old stands of insignis pine have
yielded up to 8,000-odd cubic feet or 100 cords per acre, which is in
striking contrast to most of the yields of only 27 to 5-3 cords shown in
Table XI. This means both lower logging costs and lower transportation
charges, especially having regard to the fact that year-round logging
and  hauling reduces pulp-wood inventories to negligible proportions
compared with over twelve months’ stock piles carried by Canadian and
Scandinavian pulp-mills.

(9) The Murupara Project

The net result will be significantly lower pulp-wood costs than in the major pulp-
producing countries. The one inherent disadvantage is the greater risk of insect and
fungal epidemic attack, but in the Murupara project this has been guarded against
more effectively than in any other New Zealand project through the use of a wide
diversity of species. No other forest or group of forests in New Zealand has a significant
volume of pulp-wood other than insignis pine to ensure a continuous supply of raw
waterial in the event of an epidemic attack of the main insignis pine stands. The
Murupara working circle, which is that portion of the Kaingaroa State Forest allocated
for the Murupara project, represents one of the greatest concentrations of forest growth
in the world for the maintenance of a pulp and paper plant. The average haul is probably
one-fifth the average distance over which most pulp and paper plants secure their
supplies. An equally important advantage is that of integration with an extremely
large sawmill, which by paying more for large high-quality logs can allow the pulp-
mill to secure its smaller pulp-wood timber at a correspondingly low price. With a
rail haul to port of only eighty miles, the delegation believes the Murupara project
‘possesses in extremely favourable set of forest conditions for economic operation.
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CONCLUSIONS AND RECOMMENDATIONS OF THE DELEGATION

(20) In accordance with the foregoing discussions, the New Zealand delegation
has come to a number of conclusions, and recommends accordingly :—

(@) World Wood-pulp Statistics

The necessity for computation of standardized statistics covering the production
of hoth pulp and paper products is essential.

{5 World Wood-pulp Position

The estimates of the World Wood Pulp Conference in respect to future require-
ments have been proved too high, but nevertheless it is still true that considerable
new or extra annual capacity in sulphate of the order of 1,000,000 tons is required to
meet even the reduced demands estimated by the delegation.

(¢) World Newsprint Position

Due to currency and other financial difficulties, current effective demand is much
less than unrestrained or potential demand. Nevertheless, there is still a small
shortage, though much idle capacity due largely to a scarcity of pulp and pulp-wood
supplies, &c. If both the financial and raw-material problems could be resolved, the
world newsprint capacity would be insufficient to meet current potential demand. Both
New Zealand and Austradia are unable to secure adequate supplies on account of currency
difficulties, and are likely to remain in this position for many years. It is therefore an
inescapable conclusion that, whether or not normal international trading conditions are
restored within the near future, New Zealand and Australia should have a sufficiently
large local production of newsprint in order to be certain of securing a significant
proportion of requirements. The security of the two countries also favours such a
development against the possibility of future dislocations in supply during periods
of emergency. The general supply-demand position indicates that newsprint prices
are not likely to recede to any marked extent other than on a purely temporary basis.
The restricted supplies of suitable pulp-wood constitute a limiting factor to any
sustained price reduction of a marked character.

(d)y World Sulphate Position

The world sulphate position is in marked contrast to the world newsprint position.
There appears to be ample pulp capacity for current and immediate future requirements,
but with the increasing substitution of both bleached and unbleached sulphate for
sulphite pulp it is believed that some extra capacity will be required within five years
even if normal international trading relations have not been completely restored by
that date. If, of course, all currency and financial difficulties can be resolved meantime,
a very material increase in sulphate capacity amounting to as much as 2,000,000 tons
is likely to be required. The general supply-demand position, however, is likely to be
very much easier than in the case of newsprint, due largely to the abundant supply of
suitable pulp-wood in many parts of the world. It is therefore the considered opinion
of the delegation that the future prices for sulphate pulp are likely to stabilize at much
lower levels than for newsprint, indicating the necessity for caution in expanding
sulphate-pulp production without adequate guarantees for its absorption in Australia.
Tt is believed that the Commonwealth should be vitally interested in covering a
significant proportion of its longfibred chemical-pulp requirements against the
possibility of emergency dislocation of overseas supplies.

4—C 3a
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(¢) Exotic Timber Resources iin New Zealund

After considering forestry conditions and the supply of raw forest material in the
principal pulp- and paper-producing countries, the delegation believes that the
exotic forest position in New Zealand favours the development of the pulp and paper
industry, provided that units are sufficiently large in size and completely integrated
with large sawmills as to secure the economic benefits of low operating and fixed
charges. The delegation was impressed with the increasing tendency towards complete
integration between sawmills and pulp and paper plants.

(f) The Murupara Development

As the Murupara project meets completely the basic requirements of an economic
integrated plant, the delegation concludes that it should be persevered with as rapidly
as possible, with emphasis upon newsprint production, and with surplus unbleached
sulphate-pulp production reduced to a minimum unless suitable guarantees for its
marketing at a profitable price can be secured.

EXHIBIT A—OFFICIAL INVITATION, MEMORANDA, AND AGENDA FOR
WORLD WOOD PULP CONFERENCE
PO 104/6/32
Food and Agriculture Organization of the United Nations,
1201 Connecticut Avenue, Northwest,
Washington 6, D.C.,
C/F-X/19,
31 December, 1343.
SIR, ,

1 have the honour to invite your Government to be represented at a ‘° Preparatory
Conference on World Pulp Problems ”, to be held from 25 April to 4 May 1949 at Montreal, Canada.
The Conference is being organized jointly by FAO and the Canadian Government, and with the
assistance of the Canadian Pulp and Paper Association, which has kindly consented to make
available the necessary meeting facilities.

The organization of this Conference was approved by the Fourth Session of the FAO Conference,
held at Washington in November 1948, and all countries directly interested were urged to
participate.

A draft agenda and a memorandum setting out the background and major objectives of the
Conference are attached for your consideration. Any observations ov suggestions that you may
care to make will be welcome. It would be appreciated if they could reach Washington by
15 February, 1949.

In view of the exploratory nature of this Conference, invitations to send official delegations are
being addressed only to those countries that play a significant part in the production, trade, or
consumption of wood pulp. However, all member-Governments of FAO are being informed of the
meeting so that they may, if they so desire, designate representatives to be present.

All official delegations will have equal status at the Conference, irrespective of their Government’s
membership in FAO. The United Nations Secretariat, UNESCO, and other International organizations
interested in the problem are also being asked to send observers.

1 should be grateful if you would inform me at your earliest convenience whether your Govern-
raent wishes to be represented at this Conference and advise me of the names of your delegates.
Meeting preparations are being made on the assumption that each participating country will send not
Jess than two delegates and usually not more than five. A minimum of two delegates is deisrable
g0 that sessions of the full conference and meetings of working parties can be held simultaneously.

I might add that preliminary conversations between members of FAO’s staff and governmental
and industrial bodies in several interested countries have produced favourable response. They have
also evidenced the desirability of including, wherever possible, the representatives of industrial and
trade organizations amongst the delegates sent by participating countries.

Details regarding transportation, hotel accommodation and similar points will be sent to you
shortly. You are no doubt aware of the general ruling made by the last session of the FAO Conference,
that when delegates are appointed by Governments to attend meetings convened for the benefit of
member countries, their expenses will be defrayed by their Governments. FAO and the Canadian
Pulp and Paper Association will, however, gladly furnish any assistance desired by vour delegation
in making necessary arrangements.

Accept, Sir, the assurance of m h  hest consideration.

(Sgd.) N, E. Dodd
Norris E. Dopp,
Director-General.
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The Right Honourable The Minister of External Affairs,
‘Wellington, New Zealand.

Food and Agriculture Organization of the United Nations.
MzemoraNpUM REGARDING WoRLD PuLp PROBLEMS

UxpER the terms of reference laid down at the first FAO Annual Conference at Quebec, pulp is one of
the primary forest products for which responsibility has been assigned to FAO. Pressure of work has
prevented FAQO taking up this important problem earlier. Continuing pulp shortages in certain
parts of the world and changes in the international pulp situation now make a general review
desirable.

A study prepared by the Department of Economic Affairs of the United Nations, after consultation
with FAO on statistical questions, points to a continuing shortage of newsprint. UNESCO, at a meeting
held in August 1948 in Paris, expressed serious concern about the newsprint outlook and made a number
of recommendations, which call for consideration by FAO. The Industry and Materials Committee
of the Economic Commission for Europe has also been requested by several Governments and by
UNESCO to take up the European pulp problem and has instructed the Executive Secretary
““to consult with the Timber Committee and the Dnector General of FAO and to prepare a
preliminary study of the main problems involved

Furthermore the Fourth Session of the FAO Annual Conference held November 1948 declared
that—
In view of the uncertain future outlook with regard to productive capacity and demand
for wood pulp,

(z) It considered that more attention to this important commodity should be given.

(b} It approved the organization in the very near future of a preparatory conference
on World Wood Pulp Problems.

() And it expressed appreciation of the co-operation of the Government of Canada
and the Canadian Pulp and Paper Association in inviting the Conference to hold
its first session at Montreal, and wrged all countries directly interested to
participate.

The main purpose of the proposed conference in Montreal is to give experts in the field of pulp
production and distribution an opportunity to review the world position of this important commodity
and to decide whether any steps are needed to achieve, both for the immediate and the more distant
future, the necessary equilibrium between requirements and supplies.

To facilitate such discussions, the secretariat will be ready to supply delegates with worksheets
and memoranda in connection with items 5-8 of the draft agenda. It seems important, however,
that delegates should come with a maximum of information about the present and prospective pulp
capacity and needs of their own countries, as well as of their principal customers and suppliers.

It is known that new pulp mills are under construction or are being planned in a number of countries.
While this constitutes an obviously desirable development, it is equally important that the capacity
of pulp industries should always be considered and planned with due regard to the permanent capacity
of forests to yicld the necessary raw materials. It should also take into account present and
prospective market requirements in order to forestall the risk of surpluses, once the immediate needs
of the next few vears have been met.

The projected conference cannot be expected to provide immediate solutions to all these problems.
It will attempt, however, to provide opportunity for a first discussion amongst competent experts
and to arrive at an agreed view about the world situation and steps that might be recommended for
national and international action.

The following countries have been invited to participate in the °“ Preparatory Conference on
‘World Pulp Problems * :—

Argentina. Czechoslovakia. Japan. Sweden.

Australia. Finland. Mexico. Union of South Africa.
Austria. France. Netherlands. United States.

Brazil. (lermany. New Zealand. United Kingdom.
Belgium. India. Norway USSR.

Canada. Italy. Poland. Yugoslavia.

Chile.
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Food and Agriculture Organization of the United Nations.
ProrPoSED DRAFT AGENDA, PREPARATORY CONFERENCE ON WORLD Pure ProBLEMS

. Opening speech of representative by the Director-General of FAO.
. Adoption of Rules of Procedure.
. Election of Conference Chairman.
. Adoption of Agenda.
. Prospective world pulp requirements, 1949-1960 :—
Groundwood.
Sulphite.
Sulphate.
Dissolving.
6. World pulping capacity and prospective production. 1949-1960 :—
Groundwood.
Sulphite.
Sulphate.
Dissolving.
7. World newsprint situation and outlook, 1949-1960.
8. Pulpwood needs and prospective supplies by regions, with due regard to growing capacity of
forests and to competing requirements for other uses.
9. Conclusions with regard to—
(@) Prospective surpluses or deficits of pulp by categories and regions.
(b) Need for additional pulping capacity by categories and regions.
10. World pulp statistics.
11. Further procedure :—
(@) Date and place of next Conference.
(b) Other arrangements.
12. Other business.

T WLy

EXHIBIT B—AMENDED AGENDA

ProposED DrRAFr AGENDA, PREPARATORY CONVERENCE oN WoORLD Pure PromrEMS

. Opening speech by representative of the Director-General of FAO.
. Adoption of Rules of Procedure.

. Election of Conference Chairman.

. Adoption of agenda.

GO DO =

Situation and Outlook (National, Regional and World)

5. Prospective world pulp requirements, 1949-55 :—
Groundwood.
Sulphite.
Sulphate.
Dissolving.
6. World pulping capacity and prospective production, 1949-55 :—
Groundwood.
Sulphite.
Sulphate.
Dissolving.
4. Pulpwood needs and prospective supplics by regions, with due regard to growing capacity of
forests and to competing requirements for other uses.
8. World pulp products situation (to enable general consideration to be given to different commodities
made from pulp.)
9. Dissolving pulp.

Conclusions

10. Prospective surpluses or deficits of pulp by categories and regions.
11. Need for additional pulping capacity by categories and regions.

Further Procedure
12. World pulp statistics.
18. Date and place of next Conference.
14. Other arrangements.
15. Adoption of report.
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EXHIBIT C—INTRODUCTORY CONFERENCE RESUME OF NEW ZEALAND
WOOD-PULP POSITION

NEW ZEALAND NATIONAL Position

1. Pre-war consumption of pulp and paper products in New Zealand was between 80,000 and
90,000 metric tons annually, but of these only 10,000 metric tons were produced locally, the remainder
being imported.

2. Post-war consumption has been between only 50,000 and 70,000 metric tons annually, but
local production has now increased to over 25,000 metric tons.

3. Current local products consist of—

(¢) Wrappings made from imported chemical pulp, mostly sulphate, plus locally collected waste
paper, flax fibre, &c., the annual production approximating to 9,000 metric tons.

{b) Paper board products made largely from mechanical pulp produced from the locally-grown
exotic soft-wood Pinus radiata, plus some imported chemecial pulp, plus locally-collected
waste paper; current production being about 15,000 metric tons.

4. New Zealand, however, has forest supplies of such magnitude and so concentrated as to allow
the establishment of the pulp and paper industry on such a scale as willnot only meet the entire local
demand for bulk products such as newsprint, printings, wrappings, &c., but provide a significant
surplus for export.

5. The sustained yield of the exotic softwood forests surplus to New Zealand domestic needs for
lamber and pulp products is of the order of 50,000,000 cubic feet annually. If converted wholly into
chemical pulp the annual yield would be 250,000 metric tons, but it is the objective of national forest
policy to completely integrate pulp and paper manufacture with sawmill, plywood-manufacture, &e.,
with the expectation that pulp and paper production for export would use only 30,000,000 cubic feet
annually.
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APPENDIX

TapLe 1—Caxapiany NEwsSPriNT CAPACITY AND PRrODUCTION, 1925-49

(From Newsprint Data, 1948, published by Newsprint Association of Canada, lst October, 1948
(In thousands of short tons of 2,000 1b.)

Rated Actual Idle Operating
- Capacity. Production. Capacity. Percentage.
1925 .. .. 1,715 1.522 193 88-8
1926 .. .. 1,931 1,882 49 97-5
1927 .. .. 2,475 2,087 388 84-3
1928 - .. 2,993 2,351 612 79-6
1929 .. .. 3,225 2,729 496 84-6
1930 .. .. 3,600 2,504 1,096 69-6
1931 . .- 3,825 2,221 1,604 58-1
1932 .o .. 3,840 1,914 1,926 49-9
1933 .. .. 3,847 2,012 1,835 52-3
1934 .. .. 3,861 2,597 1,264 67-3
1935 .. .. 3,914 2,751 1,163 70-3
1936 .. .. 3,869 - 3,209 660 82-9
1937 .. .- 3,883 3,648 235 939
1938 .. .. 4,204 2,625 1,579 62-4
1939 .. .. 4,293 2,869 1.424 66-8
1940 .. .- 4,368 3,419 949 78-3
1941 .. .. 4,341 3,426 915 78-9
1942 .. .. 4,400 3.177 1,223 72-2
1943 . .. 4,315 2,983 1,332 69-1
1944 .. ‘. 4,339 2,992 1,367 65-6
1945 .. .. 4,301 3,239 1,042 75-8
1946 .. .. 4,279 4,143 136 96-8
1947 .. .. 4,350 4,447 Nil 102-2
1948% .. .. 4,478 4,575 Nil 102-2
1949%* .. .. 4,600 © 4,675 Nil 101-6

* Hstimate.

Sources—Capacity : 1925-35 N.P.8.B.; 1936—48 N.A.C. standard ratings: 1949 N.A.C.
estimates from company reports. Production : 1925-35 N.P.S.B.; 193647 N.A.C. monthly reports ;
1948-49 N.A.C. estimates from company reports.

Eaxplanation of  Rated Capacity.”—The figures for “rated capacity ” in the first column of this
table are necessarily different from actual production shown in the second column. Since 1936,
< rated capacity > figures have been based on a performance standard established by N .A.C. engineers
and adopted by the Canadian Government for purposes of wartime controls. The totals represent
the result of combining for each newsprint machine in Canada the best sustained speed in any one of
the previous ten years with the best trim attained in any one of the previous five years. The capacity
figure for 1949 is an estimate made by N.A.C. engineers on this standard basis, allowing for known
increases.

In a period when newsprint demand does not permit full operation of newsprint machines, rated
capacity will obviously exceed actual production. When demand is higher than productive ability
and strenuous efforts are being made to increase speeds, rated capacity will lag behind actual pro-
duction. Thus, the rated capacity figure for the year 1948 was based on machine performance up to
30th September, 1947, and any improvements in speed or trim introduced during the preceding year
or subsequent to that date would not be fully reflected in rated capacity figures until a year later.
Meanwhile, unless machines are idle through mechanical breakdown, adverse weather conditions. or
from other causes, the industry will be reported as operating in excess of 100 per cent. of its rated
capacity.
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TaBLt 2—UNITED STATES OF AMERICA SHARE OoF WoRLD NEWSPRINT SUPPLY, 1927-19

{From Newsprint Data, 1948, published by Newsprint Association of Canada, 1st October, 1948)
(By available supply : thousands of short tons)

Divisions, in Tons. ¢ Percentages.
United States Rest of Total United States Rest of
of America. Workd. . of America. ‘World.
i

1927 .. .. 3,461 2,886 6,357 34-4 45-6
1928 .. N 3,563 3,228 6,791 525 47-5
1929 .. .. 3,796 3,483 7,279 52-2 47-8
Average 3,607 3,202 6,809 530 47-0

1930 .. .. 3,551 3,494 7,045 49-6 50-4
1931 .. .. 3,212 3.427 6,639 48-4 51-6
1932 .. .. 2,793 3,527 6,320 44-2 558
1933 .. .. 2,818 3,676 6,494 43-4 56-6
1934 .. .. 3,223 4,172 7,395 43-6 56-4
Average 3,119 3,659 6,778 46-0 54-0

1935 .. .. 3,230 4,377 7,607 425 57-5
1936 .. .. 3,705 4,554 8,259 44-9 55-1
1937 .. .- 4,279 4,838 9,117 46-9 53-1
1938 .. .. 3,000 4,618 7,618 39-1 606
1939 .. .. 3,534 | 4,517 8,051 43-9 56-1
Average 3,549 4,581 8,130 43-7 56-3

1946 .. .. 4,330 2,837 7,167 60-4 39-6
1947 .. .. 4,850 2,993 7,843 61-8 38-2
1948* .. .. 5,230 3,001 8,231 635 36-5
1949% .. .. 5,425 3,111 8,536 63-6 36-4
Average 4,959 2,985 7,944 62-4 37-6

1 !
* Estimate.

Sources of the figures in Table 2 above are N.A.C., N.P.S.B., and other reports of supply actually
available in the years 1927-47 inclusive. Figures for 1948-49 are N.A.C. estimates based upon reports
obtained.

Available supply represents tonnage from domestic production plus imports less exports and
differs slightly from actual consumption because of variations in stocks on hand and tonnage in transit
at the end of each year.

The significant feature of this table is the reversal of the pre-war trend in the current sharing of
supply. Through the thirteen years preceding the war (1927-39) the United States used a diminishing
part of total world consumption, falling from 54 to 44 per cent. of total consumption. Since 1946
the United States supply has risen both in volume and percentage, while the rest of the world has
fallen in both ; the United States percentage of the total is now over 64 per cent., with the rest of the
world using less than 36 per cent. In 1948 the total world supply is about 100,000 tons in excess of the
average supply pre-war (1935-39), but the distribution of the total is very different. United States
consumers will this year receive 1,680,000 tons more than they received pre-war, and the rest of the
world will receive 1,580,000 tons less.
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TABLE 3—NEWSPRINT : WORLD CAPACITY, PrRODUCTION, DEMAND, AXD SuprLy, 1939-49

(Source : Newsprint Data, 1948)
(In thousands of short tons)

] : . R
J— —_ | Pre-war. ‘ 1946. l‘ 1947. 1948 | 1949,
! i
7
1 Existing machine capaclt\' 10,496 9,431 ‘ 9,693 9,844 10,079
2 Capacity actually in use or pr oductmn 8,140 7,161 7,750 8,267 8,576
3 Idle machine capaelty (line 1 minus | 2,356 2,270 ‘ 1,943 1,577 | 1,503
line 2) | ;
4 Demand, no restrictions .. .. 8,130 8,792 | 9,343 10,208 10,478
5 Government restrictions .. e Nil 1,075 | 1,163 1,284 1,452
[ Probable actual demand (line 4| 8,130 | 7,717 | 8,180 8,924 9,026
minus line 5) | |
7 Supply obtained . 8,130 7,167 | 7,843 8,231 3,535
3 Shortage from actuml demand (lme 6 Nil 550 337 693 490
minus line 7)
9 Tdle capacity (line 3) .. .. 2,356 2,270 | 1,943 1,577 1,503
10 Shortage (line 3) .. .. .. Nil 550 ! 337 693 490
11 Excess idle capacity (line 9 minus | 2,356 1,720 | 1,606 ! 884 1,013
line 10) 1 |
|
TaBLE 4—IxDIoEs OF CANaDIAN NEwsPrRINT CosTs AND Prices, 1935-48
(Source : Newsprint Data, 1947)
R — : |
— ‘ 1935. i 1939. ' 1946. ‘ 1947, { 1948,
B !
| | | |
(C'ost of wood per ton . .. .. 100 | 118 | 256 \ 323 367
Mill labour per ton .. .. 100 | 103 | 208 | 260 ..
(‘anadian prices at New York .. .. 00 | 125 | 195 ‘ 225 | 260

* Based on $104.

TapiR 5—CONSUMPTION OF FIBROUS MATERIALS IN PRODUCTION OF Parrr AND PaPER BoOARD
8 UNITED STATES OF AMERICA, 193947

(Source : Statistics published by United States Pulp Producers’ Association)
(In tons of 2,000 1b.)

I . Other Fibrous Materials. ‘ Total
Year. I Yood-pulp. | . Tibrous

| i Materials.

| Waste Paper. Rags. Other.
@) | () 3) (4) (%) ‘l (6)

1939 .o .. .. 8,650,423 4,366,257 468,287 692,315 : 14,177,282
1940 .. .. .. 9,781,739 4,667,502 402,600 640,967 | 15,492,808
1641 .. .. .. 11,363,600 6,075,129 529,976 887,581 i 18,856,286
1642 .. .. .. 111,038,020 5,494,959 480,614 844,337 | 17,857,930
1943 .. .. .. | 10,635,320 6,367,854 425,910 770,358 | 18,199,442
1944 .. .. .. 110,502,204 6,859,332 427,837 957,389 | 18,746,762
1945 .. .. .. 1 10,825,412 6,799,683 414,083 029,453 | 18,968,631
1946 .. .. .. 12,093,093 7,278,097 402,506 979,755 20,752,451
1447 .. .. .. 13,325,974 7,844,968 453,102 l,()25,567 L 22,649,611
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TABLE 6—WORLD PropucrioN oF CHEMICAL Purp axp CoNTrIBUTION BY Major ProbuciNG
. CoUNTRIES, 1911-47
(Source : Imdex, Vol. VII, No. 79, 1932 ; and statistics published by United States Pulp Producers’
Association)
(Thousands of tons of 2,000 1b.)
1

Year. i I{)‘Pfﬁg(‘é‘(‘g“ | Canada. Sweden. : Norway. 1, Finland. All Countries.
(1) 2) (3) ) i 3) | (6) )
: _
1911 .. .. 1,531 134 782 231 130 4,372
1912 .. oo ! 1,493 183 893 310 138 4,684
1913 .. o 1,500 253 948 335 142 4,959
1920 .. 2,274 849 1,073 335 188 5,735
1921 .. .. 1,606 613 644 160 218 4,386
1922 .. e 2,070 897 1,100 306 313 6,183
1923 .. | 2,203 1,012 1,095 360 349 6,581
1924 .. g 2,113 986 1,373 302 379 6,834
1925 .. eo 2,322 1,084 1.426 410 437 7,713
1926 .. e 2,616 1,251 1,598 364 488 3,510
1927 .. e 2,686 1,278 1,729 410 545 9,092
1928 .. A 2,866 1,400 l 498 445 628 9,540
1629 .. e 3,088 1,501 2,074 489 677 10,676
1930 .. o 3,056 | 1,264 2,043 469 781 10,531
1931 .. A 2,450 1,116 I,TQ) 222 785 9,471
1932 .. ot 2,557 937 1,65 461 959 9,027
1933 .. e 3,074 1,121 l,l5l 433 1,013 10,428
1934 .. o 3,138 1,242 2,427 490 1,128 11,408
1935 .. .. ‘ 3,566 1,305 2,538 509 1,253 12,347
1936 .. ce 4,212 1,501 2,761 556 1,465 13,961
1937 .. . 4,963 1,757 3,075 609 1,633 15,932
1938 .. e 4,596 1,147 2,620 502 1,622 14,493
1939 .. .. 5,541 1,370 2,697 546 1,368 15,000%
1940 .. el 7,107 1,923 1,850 444 588 15,000%
1041 .. .. 8.211 2,171 1,238 439 649 15,750*
1942 .. ee 3,496 2,298 1,627 360 555 15,500%
1943 .. o 7,407 2,239 1,150 336 556 13,750*
1944 .. .. 7,796 2,158 1,106 268 478 13,000*
1945 .. .. 7,769 2,220 1,644 ! 165 542 13,000*
1946 .. .l 3,026 | 2,493 2 ,.al.) . 256 815 14,500%
1947 .. .. 4,087 | 2,856 2,400 359 1.052 17,500

* Partly estimated.

TABLE 7—WorRLD CoxnsuMpTION OF CHEMICAL Pure By Major CouNTrIES, 191147
{Nource : Index, Vol. VII, No. 79, 1932 ; and statistics published by United States Pulp Producers
Association)
(Thousands of tons of 2,000 1b.)

. {United States Great i Total, All | Year 'United States Great Total, All
Year. of America. | Britain. | Countries. || car. .of America. Britain. Countries.
a o e e ) CTTe T e
1911 .. ‘ 1,796 | 494 4,296 1932 .o 3,803 .. 9,027
1912 1810 540 | 4,647 | 1933 4731 . 10,428
1913 1,830 539 - 4,961 | 1934 1 4613 . 11,408
; : | 1935 5141 - 12,347
1920 . 2,880 | 694 | 5,880 | 1936 .. 6,076 | 1,080 | 13,961
1921 .. 2,059 280 ¢ 4,325 | 1937 .. 6,826 1,190 15,932
1922 1 goss | ame | 6,220 | 1938 osloll 1,070 | 14,493
1923 .. 3,226 | 588 : 6,658 1939 .. 7,208 1,090 15,000%
1924 03331 | 64T | 6,908 | 1940 7952 519 | 15.000%
1925 o 3,590 i 639 f 7,680 1941 .. 9,131 297 15,750%
1926 e 3,877 688 | 8,495 1942 .. 9,072 410 15,500%
1927 .. 4,044 7856 | 9,058 1943 .. 8,641 355 13,750%*
1928 .. 4,300 670 1 9,486 1944 .. 8, 557 308 13,000*
1929 .. 4,543 899 . 10,602 1945 .. 8,758 522 13,000*
1930 - 4,500 830 . 10,478 1946 .. 9,749 610 14,500%
1931 ce i 4,293 .. ; 9,471 |} 1947 .. 10.736 569 17,000

* Partly estimated.
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TaBLE 8—ImPorTs oF CHEMICAL Purp INTO UNITED STATES OF AMERICA BY PRINCIPAL COUNTRIES
oF ORIGIN, 1937-39 anD 194547

(Source : Statistics published by the United States Pulp Producers’ Association)
(Tons of 2,000 1b.)

Country of Origin.

Pulp Category. Year. DR -
| Canada. ‘ Sweden., Finland. Norway.
(1) (2) | (8) C)] (5) (6)
\ I ‘
Total .. .. .. . 1937 539,413 11,103,087 268,472 101,891
1938 345,107 = 787,592 242,036 69,851
1939 475,765 | 827,995 316,470 95,536
1945 886,939 644,416 .. ..
1946 |1,024,308 430,695 100,240 ..
1947 11,258,443 542,777 209,677 6,877
Bleached sulphate .. .. 1937 55,212 9,163 e
1938 33,992 2,617 316
1939 46,139 8,196 280
1945 44,760 .. ..
1946 56,213
1947 176,917
Unbleached sulphate .. .. 1937 58,841 454,049 88,764 17,798
1938 43,181 297,305 69,051 12,060
1939 53,116 335,500 121,819 15,595
1945 104,179 276,253 .. ..
1946 | 137,472 206,859 53,575 ..
1947 152,968 205.366 118,953 229
Bleached sulphite .. .. 1937, | 286,504 62,100 47,433 55,614
1938 167,024 1 44,822 53,201 52,580
1939 252,414 | 64,855 70,611 65,316
1945 332,586 55,870 .. ..
1946 384,887 1 28,171 11,787 ..
1947 454,653 : 47,928 27,936 6.648
Unbleached sulphite R .. 1937 128,535 { 539,488 123,112 28,479
1933 86,505 892,211 117,167 4,392
1939 110,144 374,003 115,844 14,145
1945 372,279 ‘ 285,013 .. ..
1946 411,512 1 172,181 | 34,878
1947 438,447 . 225,330 . 62,738

Nore.—Column (3) includes small quantities from Newfoundland and Mexico.
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TasLe 9—Tue Anxvan Capacrry oF CHEMICAL Woov-prrLr INDUSIRY (N UNITED STATES OF
AMERICA BY PROCESSES, 1936-49

(Source : Statistics published by Tnited States Pulp Producers’ Association)
(In thousands of tons of 2,000 1b.)

Sulphite. J Sulphate. Semi-
Year, ; - Soda. ((gle:gllfg;{ Total.
towt, | simum || M Fibr,

@ | ) ‘ (3) | 4 | (3) (6) | 6 ®
1936 .. 2,256 .. ’ 2,035 .. 656 126 5,073
1937 .. 2,494 .. ‘ 2,531 .. 703 196 5,924
1938 .. 2,661 .. i 3,471 .. 703 198 7,033
1939 .. 2,665 .. | 3,682 .. 665 154 7,166
1940 .. 2,891 .- | 3,990 .. 680 185 7,746
1941 .. 3,138 .. 4,661 .. 546 220 8,565
1942 .. 3,189 .. 5,093 .. 492 247 9,021
1943 .. 3,040 .. 5,185 .. 473 253 8,951
1944 .. 2,907 1,917 5,162 1,168 482 357 11,993
1945 .. 2,880 1,934 5,299 1,236 495 376 12,220
1946 .. 2,908 1,954 5,377 1,266 494 354 12,353
1947 .. 2,892 1,981 5,495 1,413 505 482 12,768
1948 .. 2,953 2,065 6,314 1,563 540 530 13,965
1949 e 2,976 2,118 6,981 1.728 520 605 14,928

TaBLe 10—CapraciTY AND PRODUCTION oF CHEMICAL PULP IN SWEDEN, 1937-47

(Source : Statistics published by United States Pulp Producers’ Association)
(Tons of 2,000 1b.)

Sulphite. | Sulphate.
|
Year. Production. Production.
Capacity. 1 __ . _ | Capacity. - R
Bleached. Unbleached. Bleached. TUnbleached.
(€8] ) | )] ) (3) (6) (O]
{
1937 . oo 1,901,000 514,030 l 1,289,511 | 1,268,000 95,794 | 1,175,810
1935 .. .0 1,929,000 447,147 | 1,115,131 | 1,295,000 108,724 948,637
1939 .- .. | 1,929,000 511,176 | 1,120,018 | 1,323,000 140,061 925,640
1940 .. .o 1,962,000 359,807 590,436 | 1,345,000 86,781 749,752
1941 .. .. 1,973,000 402,832 127,822 | 1,345,000 37,677 359,204
1942 .. .. 11,973,000 450,559 218,272 | 1,334,000 36,907 337,461
1943 .. .. | 1,896,000 361,695 224,218 | 1,334,000 40,191 375,820
1944 .. .. 1,874,000 307,817 351,763 | 1,334,000 54,014 372,526
1945 .. .. 1,890,000 374,782 596,628 | 1,312,000 47,397 603,011
1946 .. .. | 1,863,000 | 542,651 809,760 | 1,246,000 116,689 784,456
1947 .. .. 1,808,000 ! 614.604 . 800.667 | 1,246,000 : 187,253 i 781,711
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SINCE this report, which quotes verbatim in Chapter 3 the preliminary report of the Montreal Con-
ference, was laid before Parliament the published version of the latter report has been received and
the following significant amendments to Chapter 3 of this report should be noted. Nevertheless, while
‘statistical discrepancies between the original and published versions of the Conference report confirm
the inaccuracy of the statistical work as commented upon by the delegation, they do not invalidate

87 C

ADDENDUM

any of the delegation’s conclusions.
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For “ twenty-one Governments ” read ** twenty Governments.”
For * ten Governments” read * nine Governments.”
For < produced 44 per cent.” read * produced 46 per cent.”
For “ world output ” read  world output, excluding U.S.8.R.”
For * consumes 71 per cent.” read * consumes 70 per cent.”
For “from 50 per cent.” read from 49 per cent.”
For “to 27 per cent.” read “to 29 per cent.”
For * of more than 607 read “ of about 60.”
For “ of Eastern Europe ” read ¢ of Western Europe.”
(disregarding individual countries and correcting totals only) :—

For < 23,800 read © 23,765.”

For 24,6157 read * 23,895.”

For 27,145 read * 27,475.”

For ** 27,780 " read ** 27,980.”

For 28345 read < 28,690.”

For 28,2657 read * 29,020.”

For * 30,9107 read © 31,265.”

For * 30,395 read ° 31,170.”

For 31,230 read * 37,635.”

For 36,260 read * 36,940.”

For “ 1 725” read * 4+ 130.”

For * 4 6357 read “ 4 505.”

For “ — 80" read * -+ 330.”

For ©“ — 5157 read © — 95.”

For = — 9707 read * — 685.7
For “some 3,000,000 tons ” read ** almost 4,000,000 tons.”
For ““increase by 300,000 read © increase by about 1,000,000.”
For * production by 500,000 read ** production by 100,000.”
For * almost 600,000 tons below ” read * remain below.”
For “ of 850,000 tons > read  of 900,000 tons.”
For “ from 1,200,000 tons ” read * from 1,000,000 tons.”
For “ 700,000 tons in 19497 yead ““to 550,000 tons in 1949.”
For “some 300,000 tons in 1950 read “ some 200,000 tons in 1950.”
For “the 3 per cent. deficit > read ** the 2 per cent. deficit.”
For ““ only 3,300,000 tons > read ** only 3,700,000 tons.”
(disregarding countries and correcting grand totals only) :—

For ** 120,189 > read *120,285.”

For 120,623 7 read °* 120,680.”

For ** - 2567 read © + 295.”

For 144,869 7 read *° 145,565.”

For " 138,682 read *° 138,955.”

For ©* — 4,994 read © — 6,610.”
For * by 14 per cent.” read ““ by 19 per cent.”
For * some 5,000,000 cubic” read * from 6,000,000 to 7,000,000 cubic.”
For * of 36,300,000 tons > read * of 36,900,000 tons.”
For “ roughly 3,400,000 read ‘ roughly 3,600,000.”
For “in Finland, Scandinavia ” read “in Finland, Sweden.”
For “Vby 82 per cent. . . . 19487 read “ by 75 per cent. . . . 1949.7
For “ increase of 15 per cent.” read “‘ increase of 20 per cent.”
For ““ from 1,200,000 tons » read * from 1,500,000 tons.”
For “ to 770,000 tons ” read “ to 880,000 tons.”
For “ increased to 155,000 7 read * increased to 135,000.”
For * 94,000 tons of pulp ” read * 136,000 tons of pulp.”
For “ 180,000 tons by 1955 read * 210,000 tons by 1955.”




C—3a

Page Para.

25 Table IV (disregarding countries and correcting totals only)

26  Table
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Sulphite Pulp—
For 9,085 read  9,055.”
For “ 9,210 7 read * 9,0:
For ¢ 4+ 1257 read “ — 30.”
For “ 7,780 read ¢ 7,910.”
For “ 7,870 read *°7,865.”
For “ + 1007 read ©“ — 45.”
For * 10,550 7 read ““ 10,630.”
For 10,200 7 read © 10,245.”
For “ — 3007 read © — 385.”
Sulphate Pulp—
For 3,875 read * 3,970.°
For “ 4,125 read “* 4,130.”
For * + 250 read “ 4 160.”
For 17,765 read “ 8,055.”
For “ 17,9107 read “ 7,925.7
For “ - 145" read * — 130.”
For 11,730 read * 11,705.”
For < 11,5157 read * 11,620.”
For ¢ — 215”7 read “ — 85.”
Mechanical Pulp—
For 9,395 read * 9,360.”
For “ 9,580 read * 9,560.”
For ¢ 4- 1857 read “ -+ 260.”
For “ 9,490 read * 9,445.”
For “ 9,335 read * 9,305.”
For “ — 105”7 read “ — 140.”
For “ 11,4507 read “ 12,335.”
For # 10,975 read  11,565.”
For ¢ — 475> read * — 770.”
V (disregarding countries and correcting totals only):
For 9507 read * 960.”
For “ 11,0137 read “ 1,015.”
For “ 1,105 read ** 1,130.7
For “ 1,054 7 read “ 1,105.”
For “ 1,262 read
For 1,177 read
For “ 1,333 read
For “ 1,401 read ¢
For 1,289 read ©
For “ 1,444 read
For 1,693 7 read  1,705.7
For < 1,706 read 1,680.”
For “ 1,470 read “1,650.”
For ““ 1,657 read 1,465.”
For *2,0777 read * 2,170.”
For 2,168 read * 2,080.”
For < 1,967 read “ 2,075.”
For 42,0827 read * 1.960.”

For « The apparent deficit in groundwood, on a basis of figures submitted as minimum
requirements, is only 3 per cent. . . . 7 read * The apparent deficit in
groundwood, on a basis of figures submitted as maximum requirements, is 8 per
cent.; on a basis of minimum requirements there is a slight surplus.”

For “ The apparent deficit in sulphate is in the order of 3 per cent., on a basis of
estimated minimum requirements ” read * While on a basis of maximum
requirements there is an apparent European sulphate deficit in 1955, minimum
requirements are in balance with production.”

Approximate Cost of Paper.—Preparation, not given ; printing 1,224 coples), £200.

By Authority: R. E. OWEN, Government Printer, Wellington,—1950.

Price 1s. 9d.1
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