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SOURCES OF WOOD RAW MATERIAL AND MARKETING CHANNELS
FOR FINISHED PRODUCTS IN SAWMILLING AND WOOD-BASED
PANEL INDUSTRIES IN GERMANY AND FRANCE

PREFACE At the end of 1991 the Wood Distribution Division of the Forestry Agency
in Japan contracted Jaakko Poyry Consulting Oy to prepare a small-scale
review of wood procurement and marketing channels for finished products
in sawmilling and wood-based panel industries in Germany and France.

This review has been compiled in co-operation between Jaakko Poyry
Consulting headquarters in Helsinki and local offices in Germany (Jaakko
PSyry Deutschland GmbH) and France (Jaakko Péyry S.A.).

We hope this study proi/ides the Forest Agency with the background that is
needed to compare the structure of forest industries in Japan and Europe and
to formulate policy options for the international trade agreement negoti-
ations.

Jaakko Poyry Consulting Oy
2 i
Rainer Ha &blom : Harri Ahveninen
- President - , : Business Development
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Objectives

Wood Availability

Wood Sales System

Product Marketing

s/1

The objective of this study is to present roughly the size and structure of
sawmilling and wood-based panel industries and prevailing systems for
wood procurement and product marketing in these industries in Germany
and France.

Logs and pulpwood consumed in France are almost totally of domestic
origin. Only 10 % of consumption of hardwood logs is imported mainly
from tropical Africa. Despite this France is a net exporter of softwood and
hardwood logs and pulpwood. Logs and pulpwood consumed in Germany
are also almost totally of domestic origin. Around 20 % of consumption of
hardwood logs and 10 % of consumption of softwood pulpwood are
imported. Germany is a net exporter of softwood logs and hardwood
pulpwood. On the other hand, Germany is a net importer of hardwood logs,
and imports and exports of softwood pulpwood are roughly in balance.

Timber sales practices are based on the free market system both in Germany
and in France. State forests cover remarkable shares of the annual wood
supply in both countries. Selling of standing timber dominates in France
while in Germany the majority of timber is sold at roadside when harvesting
costs are included in the price. In some cases the seller or buyer contracts
timber harvesting with a private harvesting contractor. These contractors or
brokers may also buy the timber and market it themselves to processing
industries.

Both Germany and France are net importers of sawnwood and wood-based

panels. Despite this they export varying shares of their production. Exports
of sawnwood and wood-based panels are dirécted mainly to the
neighbouring EC countries. '

Consumption of sawn, planed and dried timber used in the EC countries was
approximately ECU 10.6 billion in 1990. Production totalled ECU 5.2
billion. Over the period 1980-89, the import penetration ratio was
consistently above 50 %. Extra—EC exports, on the other hand, accounted
for a very small percentage of production. The external balance for sawn,
planed and dried timber was thus largely in deficit.

The value of plywood production totalled ECU 1.1 billion in 1988. Exports
in the same year (inside and outside EC) amounted to ECU 0.4 billion.
Imports of ECU 1.4 billion led to a significant deficit for this product.

© Copyright 1992 by Jaakko Pdyry Oy
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" Development Outlook

s/2

Production of chipboard in the EC countries amounted to ECU 4.2 billion
in 1988. In the same year total EC exports (inside and outside EC) totalled
ECU 0.7 billion and imports to ECU 1 billion.

Production of fibreboard in the EC countries amounted to ECU 0.4 billion
(1.4 million m® in 1988. Exports (inside and outside the EC) covered
around 45 % of the volume produced. Import roughly equalled production
within the EC countries.

The main end-use sectors for sawnwood are structural constructions
(bearing structures) in houses and buildings, joinery products (windows,
doors, stairs, floors, panelling, mouldings), furniture and packaging. The
main end uses for plywood include constructional uses, furniture and
transport equipment. Particleboard is mainly consumed in furniture and
constructional uses. The main end uses for fibreboard include furmturc
constructional uses, packaging and vehicles.

The woodworking industry in the EC countries is characterised by local
wood supply, relatively small processing units and local markets for end
products. Only the particleboard industry can be characterised as large-scale
capital-intensive production. Partly due the small average size of the
processing units in the woodworking industry there has so far not been any
Integration to pulp and paper industry to any large extent. Also vertical
integration to marketing channels has been small and the majority of the
products are sold directly from mills to external clients.

The current trend towards larger units in the woodworking industry is likely
to continue within the EC countries during this decade. Development during
this decade is also likely to. bring more integration to pulp and paper
industries in order to increase the utilisation of industrial' wood residues.
Larger units and integration will be needed to serve larger markets in a
competitive way.

Both consumption and production of woodworking products are expected to
increase slowly within the EC countries during the 1990s. Production of
woodworking products is expected to increase a little faster than
consumption and this will lead to decreasing dependence on imported end
products in the long term. Forest resources within the EC can easily provide
raw material for increasing production in the woodworking industry and,
moreover, the forest resource base within the EC is likely to increase
remarkably together with the possible memberships of Austria, Finland and
Sweden.

© Copyright 1992 by Jaakko Poyry Oy
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ORIGIN OF LOGS CONSUMED IN FRANCE AND GERMANY

2

The logs consumed in France are mainly of domestic origin (95 %). Prac—
tically all softwood logs consumed are of domestic origin and only around
10 % of the consumption of hardwood logs is-imported. Despite this France
is a net exporter of both softwood and hardwood logs.

The imported log volume has been around one million m® and softwood
species have covered usually less than 10 % of the total imports. Major
hardwood log exporters to France have been some tropical countries in
Africa: Gabon, Liberia, the Ivory Coast, Cameroon and Congo.

The logs consumed in Germany are also mainly of domestic origin (93 %).
Germany imports about 4 % of the total consumption of softwood logs but
is still a net exporter of softwood logs. On the other hand, Germany is a net
importer of hardwood logs and imports around 20 % of its total
consumption of hardwood logs.

The imported log volume has been around 1.5 million m® and softwood logs
have covered usually a little Iess than half of the total imported volume. The
major softwood log exporter to Germany has been Belgium and major
hardwood log exporters have been France, USA and tropical countries in
Africa: Ghana, Liberia, Cameroon, Congo and Gabon.

ORIGIN OF PULPWOOD CONSUMED IN FRANCE AND GERMANY

©

The pulpwood consumed in France is practically all of domestic origin.
Small volumes of both softwood and hardwood pulpwood are imported
annually, but France is clearly a net exporter of both softwood and
hardwood pulpwood.

The pulpwood consumed in Germany is mainly of domestic origin (90 %).
Germany imports around 10 % of the total consumption of softwood
pulpwood and exports nearly totally its hardwood pulpwood production.
Thus Germany is a net exporter of hardwood pulpwood and imports/exports
of softwood pulpwood are roughly in balance. Main exporters of pulpwood
to Germany in recent years have been Czechoslovakia, Belgium, Poland and
France.

Copyright 1992 by Jaakko Pdyry Oy
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TIMBER SALES PRACTICES IN FRANCE

©

Forest industries do not own remarkable forest areas in France. Forest
ownership is divided roughly by private forest owners (70 %) and State
forests (30 %). Despite this, State forests provide nearly half of the annual
harvest.

There are no special rules concerning the timber trade, which is based on
the concept of a free market. Timber is usually sold in one of the following
three ways:

- Standing timber can be sold lump sum to an "exploiter", in effect a
broker, who will contract harvesting and merchandise the timber, taking
the pulpwood to the regional market and selling the sawlogs to local
sawmills.

- Standing timber might also be sold to an end user (pulp mill or
sawmill), who may also contract out the harvesting and transportation
of the timber, and sell by—products to the open market.

~  Finally, timber may be sold at roadside

Standing sales account for 80 % of the sales in State forests and 70 % in
private forests. Methods of sales include:

I Public sales
A Autumn big sale: Wood is sold as standing trees with no guarantee of
‘ the volume. If the price during the auction reaches a bottom under
which ONF (the National Forest Service) does mot want to sell, the
parcel is taken off the market and held until the following year.

B Sale by tender: ONF also invites to tender for example for trees broken
down by the storm.

C  Private sale: A small percentage is sold by private agreement between
ONF and a buyer.

D Delivery: Amount of wood given to the inhabitants of the towns, which
own the forest (fuelwood).

E  Unit sales: A small percentage is sold by auction as standing trees, but
is measured either at mill gate or at roadside.

F  Converted: selling at roadside.

Copyright 1992 by Jaakko Pdyry Oy
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II Private sales

A Grouped sales: Private owners often group themselves and invite to
tenders for buying standing trees.

B Experts' selling: Big private properties are managed by experts who sell
standing trees.

C  Selling by private agreement: It is the normal way to buy and sell
wood with private owners. Industrialists have to convince the owners
to sell their wood at the price which can be paid.

— TIMBER-SALES PRACTICES IN GERMANY

®

The forest industries do not own remarkable forest areas in Germany either.
The fact that both State, community and often private forests are managed
by regional State foresters makes them key individuals to the regional wood
markets.

Industrial wood from all forests managed by local State foresters is
generally sold at roadside under negotiated contracts with regional end users
and wood brokers. Contracts are typically negotiated annually between State
officials and the landowner association on ome side, and individual
companies on the other. The negotiated price acts as a guideline for all
public and private transactions in that region. Private industrial wood may
sometimes be sold on the stump.

In a typical transaction, wood is sold at roadside with the owner paying the
expenses for logging and the buyer for transport. On occasion, pulpwood
will be purchased in conjunction with sawlogs at a given cutting site and
then sold by the sawmill to more distant pulp or panel mills.

In contrast to the roundwood market, the market for residue chips is more
open. Chips are generally purchased directly from sawmills by the
consuming entity on a FOB sawmill basis. Volume agreements are typically
negotiated annually, with discussions concerning prices held quarterly.
Smaller sawmills generally have only one potential buyer, while larger
companies may have two to three buyers.

Copyright 1992 by Jaakko Péyry Oy
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5

WOOD PROCUREMENT AND DOMESTIC MARKETING OF FINISHED
PRODUCTS BY INDUSTRY IN FRANCE

TABLE 5-1

Sawmilling Industry in France

Form of Raw
Materials

Source

Typical Form of
Contract

Marketing Channel

Roundwood 100 %

44 % Public
(Standing sale 95 %/
at road side 5 %)

55 % Private
(Standing sale 80 %/
at road side 20 %)

1 % Imports

Dutch auction.
Short-term contract

Small;-scale purchase
Medium~term’ contract

Small-scale purchase

Products are sold to
external clients after
sawmilling and often
drying and planing

TABLE 5-2

Plywood Industry in France

Form of Raw Materials

Source

Typical Form of
Contract

Marketing Channel

Roundwood 100 %

25 % Pubilic

(Standing sale 100 %)
45 % Private

(Standing sale nearly 90
%)

30 % Imports

{Tropical wood)

Dutch auction

Smali-scale purchase

Medium-term contract

Products are sold
mainly to external
clients (construction
50 %) and exported

© Copyright 1992 by Jaakko Poyry Oy
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TABLE 5-3

Particleboard Industry in France

Form of Raw Materials

Source

Typical Form of
Contract

Marketing Channel

Roundwood 60 %

Sawmill chips 40 %

30 % Public
(Standing sale 85 %/
at roadside 15 %)

70 % Private
(Standing sale 70 %/
at roadside 30 %)

Sawmill 100 %

Dutch auction
Medium and long- term
contract

Small-scale purchase
Medium~term contract

Medium-term contract

Products are sold:

- either to one or two
external clients

- or to internal
partner within the
same group

TABLE 5-4

Fibreboard Industry in France

Form of Raw Materials

Source

Typical Form of
Contract

Marketing Channel

Roundwood 30-40 %

Sawmill chips 60-70 %

30 % Public
(Standing sale 80 %)

70 % Private
(Standing sale nearly 60
%)

Sawmill 100 %

Dutch auction

Small-scale purchase
Medium-term contract

Products are sold
mainly to external
clients through
annual contracts

6

WOOD PROCREMENT AND DOMESTIC MARKETING OF
FINISHED PRODUCTS BY INDUSTRY IN GERMANY

The majority of domestic sawlogs are sold at roadside (90 %). Prices have
been negotiated in advance. or they are negotiated after harvesting at
roadside. Also auctions are used. Majority of sawlogs are sold directly to
sawmills (60-75 %), but harvesting contractors also buy logs and sell them
later delivered to sawmills. The terms of payment vary from cash
transactions to 2-3 months' time of payment, but usually logs act as
~ warranty for payment and transportation of logs is not allowed until after

the actual payment.

® Copyright 1992 by Jaakko Pdyry Oy
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The breakdown of end uses for sawnwood in Germany is roughly as

follows:

%
Construction 68
Packaging 18
Furniture 9
Others 5
Total | 100

The plywood mills in Germany use mainly domestic beech as raw material.
e The breakdown of wood species used for plywood is as follows:

%
Domestic beech 45
Domestic softwood 35
Imported African hardwood 12
Other hardwood 8
Total v - 100

The plywood industry in Germany uses locally made or imported veneer
sheets. Roughly one third of plywood is made of veneers produccd outside
the manufacturing company.

In Germany plywood is used mostly by the construction and furniture
industries. The rest is distributed between several small end uses. The
breakdown by end uses is as follows:

%
Construction 51
Furniture 15
Transport 9
Packaging 5
Other ' 20
Total 100

© Copyright 1992 by Jaakko Poyry Oy
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The proportional distribution between constructional end uses is roughly as

follows:

%
Concrete formwork 60
Exterior siding and panelling 30
Sheathing, roofing and flooring 10
Total 100

Over half (60 %) of the total wood raw material consumption of the
particleboard industry consists of sawmilling and planing residues (chips,
sawdust and moulding shavings). The rest consists mainly of small diameter
softwood and hardwood roundwood.

The consumption of particleboard in Germany is divided by end uses as

follows:

%
Furniture 53
Construction 38
Other 9
Total 100

Built—in furniture and fittings are the main use within the comstruction
sector, followed by floors, roofs, walls and ceilings.

The fibreboard industry as a whole uses mainly industrial wood residues as
raw material in Germany. Despite this it is estimated that half of the raw
material consumption of medium density fibreboard mills consist of small-
diameter roundwood and the other half of sawmill chips.

The consumption of hardboard is divided into a number of uses in different
sectors. Because of the large furniture industry in Germany, much of the
hardboard goes into furniture. The shares of different end uses are as

follows:

%
Furniture 56
Construction 15
Packaging 10
Vehicles 9
Others 10
Total 100

® Copyright 1992 by Jaakko Poyry Oy
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In the furniture industry hardboard is used for backs and bottoms of shelves
and drawers, and for faces of hollow~core sides and doors of cupboards and
wardrobes.

Production of flush doors is the main end use in the construction sector.
Other constructional uses are interior sheathing, ceilings and built~in
fittings. ~

The packaging sector includes uses for cases, boxes, trays, moulds and light
pallets. Hardboard has a rather strong position in internal linings of caravans
and various types of cars and vehicles.

The usage of insulating board and medium density fibreboard produced by
the wet method is confined to constructional purposes.

Insulating board has traditionally been used predominantly for internal
insulation. The main end uses are now sheathing and roofing of timber—
framed houses.

Medium density fibreboard produced by the wet method is a building board
for internal as well as external lining. Dry process medium density
fibreboard is used mainly in the furniture industry. -

Most of the domestic production of wood-based panels is sold directly from
manufacturers to end users. The next most important trade channel is
manufacturer - timber merchant — end user.

Copyright 1992 by Jaakko Poyry Oy
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FOREIGN MARKETS FOR FINISHED PRODUCTS BY
INDUSTRY IN FRANCE AND GERMANY

TABLE 7-1 :
Foreign Markets for Finished Products Produced in France
Exports as
Percentage of Trade Main Destinations of Exports
Product Production Balance
Sawnwood 10 Net importer Spain, Belgium/Lux.,
Germany, ltaly,
Netherlands, UK
Plywood 40 Net importer Netherlands, Germany,
ltaly, Switzerland,
Belgium/Lux., UK
Particleboard 25 Net importer UK, Germany, Netherlands,
Switzerland, Belgium/Lux.
Fibreboard 65 Net importer Germany, Italy, UK,
Netherlands, Switzerland
TABLE 7-2

Foreign Markets for Finished

Products Produced in Germany

Exports as
Percentage of Trade

Product Production Balance Main Destinations of Exports

Sawnwood 10 Net importer Netherlands, France, ltaly,
Spain, Belgium/Lux., UK,
Denmark

Plywood 25 Net importer Switzerland, Sweden,
Belgium/Lux., Netherlands,
ltaly

-4 Particleboard 15 In balance UK, Netherlands, France,

Austria, Denmark,
Belgium/Lux., ltaly,
Switzerland, Sweden, Spain

Fibreboard 15 Net importer France, Netherlands,

Switzerland, Sweden,
Belgium/Lux., ltaly,
Denmark, USA

® Copyright 1992 by Jaakko Pdyry Oy
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As can be seen from the tables on the previous page, domestic production
in both countries is limited to meet domestic demand of the forest products
under study. Thus the majority of domestic production is usually also
consumed in the domestic markets. Despite this these countries export
varying shares of their production. Exports of the products under study are
mainly concentrated to the neighbouring EC countries.

©  Copyright 1992 by Jaakko Pdyry Oy
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