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Preface

The widespread interest in the development of néw mills and growing
reliance of Canadian users of particleboard on imports prompted the Departments
of Industry, Trade and Commerce and Regional Economic Expansion to commission
a market study with the dual objectives of determining the present and future

consumption patterns for urea formaldehyde, resin bonded particleboard in Canada

and to lay the groundwork for the development of a healthy and fully combetitive

domestic particleboard industry.

In March of 1975, the bid submitted by Columbia Engineering International
Ltd. was selected from among nine proposals. The field work was started
immediately and was completed by September, 1975. This volume, printed in advance
of the main report, contains the Executive Summary. The main body of the
report,including a sub-study of the U.S. market by Leonard Guss and Associates
and demographic factors influencing the Canadian markets by Manex, Inc., will

be published shortly.
The study team comprised the following:

Consultants Retained by Columbia:

D. McGillivray Industry Interviews

J. Kassabgi in Eastern Canada and
G. Brisson . Analysis of Data
Manex, Inc. Demogréphic Study
Quebec City, Quebec Data Processing
Leonard Guss & Associates Overview of the United
Tacoma, Washington | States Markets
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. McIntosh
. McManus
. Cox
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Engineering International Ltd.
 Interviews in Western Canada
Data-Processing & Analysis

Background Research
_ Data‘Analjsis'&<Rep6rt Writing
Department of Industry, Trade & Commerce

..Dept. of Regional.Economic Expans1on
Ottawa, October, 1975




Glossary

Particleboard: a panel material composed of small discrete pieces of wood

which, after the application of an adhesive binder, are compacted by heat and
pressure to cure the adhesive and form a rigid panel. Sometimes contracted to

"board" (synonymous with panel).

Particleboards may be manufactured from a variety of raw materials cut into

various types of particles by a variety of machines. These include:
Flakes, cut by a flaker from solid roundwood, along the grain of the wood.

Semi-flakes, manufactured by a ring flaker from pulp type chips which are
cut (largely cross grain) by a chipper, from either solid wood or are

generated by the chipping faciTitieé of saw mills and plywood plants.

Random particles, derived by hammermilling gither hogged waste, chips

or shavings.

Fines, as contained in dry shavings or as generated by any form of the

above milling machines.

Semi-fibers, made by milling shavings or sawdust by means of refiner

(various types) at a relatively low power input.

Fibers, derived from milling green sawdust or chips through a single or

double disc refiner at relatively high power input.

Pressurized fiber, a high quality fiber derived from a range of raw material

forms, such as chips, shavings and sawdust, refined through "pressurized"

(under steam pressure) refiner units. '

Particleboards are classified by type of resin binder employed:



(1)

Type I - made with pheno]Qforma1dehyde resin. Waferboard is of this type.
(1) ' ' '

Type II - made with urea-formaldehyde resin. The répoft_éoncehtfates on

this type which is abbreviated to "UF".

The particleboards considered in‘this_study are mat formed only and are defined

and described as follows:

Underlayment Particleboard (UL): Particle type: random or semi-flake,

possibly fines on face; forming: homogeneous, three-layer or graduated;
thicknessé usually 3/8" or 5/8"; panel size: 4' x 8';-density range:

38 to 42, possibly 44 1bs/cu. ft;;,mo§t1y softwood fﬁrnish and uréa.resin
binder; usedVUnder plastic flooring or kitchen cduntertbps, although

some underlayment grade is used industrially.

Mobile Home Decking (MHD): A higher grade of underlayment normally in

dénsity rangés from 44 to 46 Tbs/cu.ft.; thickness is usually 5/8"; used
as a combination of subfloor and under]aymeht in mobile homes; standard

width: 4' and 5'; standard length: 12' and 14'.

- Industrial Partic]ebodrd (Core Stock): Particle type: usually made with

semi-flakes, semi-fibers and fineé, could also be flakes; raw material:
mostly softwood, some hardwood; density range;' usué]]y 42 to 45 1bs/cu.ft.,
some 50 and 55 1b. and éome as high as 60 1bs/cu.ft.; Ufea resin binder;
used mainly as core stock for furniture and gabinetry; low density products
‘(28 - 30 1bs/cu.ft.) are used as door core; some 1/8" or "thin" board used
as wall panelling; wide range of thicknesses but mainly 1/2", 5/8", 3/4",
some 7/8" and 1-1/8"; product usually comes in 4' x 8', 4' x 9%, 5' x 8',

5' x 9' full sheets, some 8' wide and some 12' Tong; also supplied in cut-
to-size form; some special boards are identified either by species used in

their manufacture or by special, fines-surface prdperties.'

'
l‘
l ‘

CSA Standard 0188 i's under review at time of writing and this classifica~
tion may be modified shortly. ,
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Thin "Mende" Board: Conventional particleboards are manufactured on

both multi and single opening presses. The Mende process manufactures
continuous panels in 4' to 8' widths by means of a.continuous press.
Thicknesses range from 1/8" to 1/4". The pfoduct is intended to reb]acé
thin hardboards and thin plywoods for use as door skins, wall panels, core,
or in furniture backs and bottoms. Thin boards may also be made on multi-

opening presses for the game épp]ications.

Medium Density Fiberboard (MDF): This product is manufactured by the use

of usually pressurized refined fiber; bonded with urea formaldehyde resins.
It is made in density ranges of 42 to 50 1bs per cu. ft. Some boards are
made as high as 60 1bs)cu.ft. It is sold for the same application as 45

to 55 Tbs/cu.ft. industrial partic]eboafds although it is considefed to

have much improved edge and machining characteristics. It is mainly used

to replace hardwood Tumber or particleboard edge banded with lumber, or
sinply used as a panel which does not require addi%ionaT edge banding or
finishing. MDF is sometimes classed as a hardboard. For the purpose of
this study and on the basis of the opinion of moét observefs, it is included
in the partic1eboard family. The MDF consumptioh and production figures

are included in this study in the overall particleboard data.

Waferboard: Structural or exterior grade panels made mainly with flakes

or "wafers" (large flakes). These are grouped today under the heading of
"waferboard". Waferboards as well as-othér structural particleboards such
as the new oriented strand boards (Strandwood) -- strands are elongated
flakes -- oriented fiberboards, standard hardbogrd products and medium
density hardboard siding, all utilize phenolic resins and are meant for
structural and/or exterior applications. They are not strictly included in

the scope of this study although some comments are made.



Consfruction Users: A1l on-site building companies who redeive raw board

at the site and/or cut it up for insta]]afion. Generally includes uses
such as underlayment, she1v1ng,_temp0rary or permanent site structures or

partitions.

Industrial End-UserS' ManufactUrers who operate a p1ant(s) where part1c1e—

board is consumed in the manufacture of a product.

Prefinishers: Manufacturers who purchase raw U.F. particleboard from

outs1de sources for the purpose of cutting-to-size and/or f1n1sh1ng it,
in one way or another and subsequently selling to other end -users. In

this study, the prefinishing;category a]so-inclUdes Canadian particleboard

manufacturers who-have prefinishing departments in the same corporation.

Self-Finishers: Industrial end-users who purchase raw'partﬁc1ebdard for 
cutting and/or prefinishing in their own plants as an integral part of

manufacturing an end-product, e.g. a kitchen cabinet manufacturer.

'§;;;§;; Standard'Indusfriai Classification. _Thé s&stéh’emb]oyed.by'
*_Stétistics‘Cahada of c1assifying'Canadian 1ndustry into groups manufacfuring
appr0x1mate1y the same range of goods, in order to compile 1ndustry
stat1st1cs The S.I.C. categor1es emp]oyed 1n this study 1nc1ude

252 - Veneer and P]ywood Mills

2541 - Sash, Door & Other Millwork Plants -

2543 - Manufacturers of Pre-Fabr1cated Bu11d1ngs (WOod Frame Construction)
3242 - Non Commerc1a1 Trailer Manufacturers |

2544 - Kitchen Cab1net Manufacturers

258 .- Coffin and Casket Industry
2619

Household Furniture Manufacturers

264 - Office Furniture Manufacturers
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266 - Misc. Furniture & Fixtures Manufacturers

404 - Building Construction

Volumes: These are expressed as a square footage times a standard thick-

ness basis. In Canada the standard basis is 5/8", in the U.S. the standard
basis is 3/4". Squafe footage abbreviations used in this report are:

Msf - Thousand square feet |

MMsf- Million square feet

Bsf - Billion square feet



HISTORICAL BACKGROUND

Particleboard manufacturing originated in Europe orior to World War
II. There, the major process deve]opments as well as the largest growth in
the production of particleboard tOokfplace during the fitties and the sixties,

particularly in West Germany.

The concept of manufactur1ng and market1ng particlieboard was 1ntro—
duced to North Amer1ca in 1948 and the ear]y North Amer1can p1ants were based
on European techno1ogy. By the,1ate 1950's however, the European concepts |
were modified~to conform to the raw nateriai,,marketjng andvgenera1;economic

conditions peculiar to North America.

The European part1c1eboard industry devetobed-as a'response to the
.need for a high qua11ty wood based pane1 wh1ch cou]d be manufactured from the
largely marg1na1 forest-resources of western Europe The plants were there-
fore based on the use of small roundwood and had 1ow oapac1t1es. In contrast,
the North American (ma1n1y'pnited States) partic1eboard indUStry was
esentia11y motivated'by the-need:to ut11ize the~1argé.quantity of residua1s
generated by softwood Tumber and p]ywood p]ants In the face of the abundant
supply of- both softwood and hardwood p]ywood and 1umber, deve]opment of a

particleboard market requ1red subst1tut1on and- penetrat1on was d1ff1cu1t

Start1ng from negligible product1on on both continents 1n the ear]y
1950's, by 1973 European part1c1eboard product1on grew to. about th1rteen

m1111on tons(]) per year,. wh11e North Amer1can product1on stood at about f1ve

(1) One thousand square feet of 5/8" part1cleboard at a dens1ty of 42
Tbs. per cu. ft. weighs 2 »187 1bs. (1 09 short tons)

—




million tons per year.

While European plants were, and still are, characterized by the.use
of roundwood and relatively low capacities (presently averaging about 150 to
200 tons per day), in confrast, over fifty per cent of the present North
American particleboard capacity is in plants with capacities in excess of 400
tons per day. Approximately ninety per cent of the U.S. plants are based on
the use of non-chippable plywood and sawmill ﬁésidua]é, mainly sawdust,

shavings and dry plywood frim.

European plants are located close to large markets whereas about 50
per cent of the U.S. particleboard capacity is located on the West Coast,
mainly in Oregon and California at the sources of raw material but some 2,500

miles away from the major eastern markets.

In contrast to the United States, Chnadian particleboard production

developed mainly in the eastern part of the country and was influenced to a

much greater extent by European technology and European thinking. As a result,

Canadian plants are, with one eXception, relatively small (capacity 160 tons

per day or less) and, in some cases, have been based on the utilization of

roundwood. These rather significant differences in the development of the U.S.

and Canadian bartic]eboard industries had far-reaching consequences. These
méy be summarized as follows:
- During the past decade, the large U.S.vwest coast plants have been
shipping to Eastern Canada at a Tower delivered cost, despite

-significant duty and freight charges, than eastern Canadian

..10
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particleboard plants. In effect, U.S.. particieboard plants have

dictated Eastern Canadian partic1eboard prices over extended pertods.

In the face ot this stiff U.S, price competition, the financial

record of the Canadian particleboard industry is, on the whole, less
than satisfactory. As a result, the Canédian 1ndustry has beeh'uneb1e
to expand sufficiently to meet aotUa]VCanedian demand. Increasingly,
this demand has been subp]ted“byfboar&,fhported from the United
States; o | '

Table I-1 shows the growth of the U S. and Canad1an part1c1eboard

1ndustr1es from 1964 to the present U S product1on is about equa] to U S.

consumption, except for 1974 when relat1ve1y 1arge amounts of board were

exported to Canada.

Imports are noted beside Canadian consumption in order to demonstrate

the reliance of Canadian end user industries on imported particleboard.

CANADIAN CONSUMPTION OF U.F.  BONDED PARTICLEBOARD IN 1974 -

The data fhom which the 1974 Canadian partic]eboard consumption was

estimated and on which the trend in future oonsumption:was derived,'came from

mail questionnaires and personal interviews with using industries.

Nearly 4, OOO quest1onna1res were mailed out and over 700 1nterv1ews

were conducted. The 1nformat1on rece1ved was then ana]yzed and eva]uated by

the staff of Columbia Eng1neer1ng_Internat1ona] Ltd. (CEI).

11
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TABLE I - 1

COMPARISON OF CANADIAN AND UNITED STATES U.F. PARTICLEBOARD CONSUMPTION FOR THE YEARS 1964-74

U.S.A. CANADA
Production] Consumption2 Domestic Imports Consumption Can. Consumption
vEar | MMsT 3/47 Mst 3/47 s aren | st /8 [ e | st 3/an U.S?San?uggtion
1964 639 630 68 2 | 70 | 58 9.1
1965 803 800 78 3 81 68 §.5 |
1966 1001 950 | 92 5 97 81 §.5
1967 1125 1050 _ 95 10 105 88 §.4 =
1968 1440 1450 105 14 119 .99 6.8 |
1969 1736 1700 122 o3 154 128 7.5
1970 1813 1780 126 27 153 128 7.2
1971 2404 2340 187 48 235 196 §.4
1972 . 3282 3250 206 1.- 8 . . 288 240 7.4
1973 3913 3820 230 134 364 303 7.9
1974 3494 3144 210 162 372 310 9.7
Source: U.S.A. 1 - U.S. Department of Commerce 1975 Plant Capacity

2 - C.E.I. Estimates

U.S.A.: 5.4 Bsf 3/4" (Includes MDF)

Canada 1- DITC Estimates ,
2 - Statistics Canada, Catalogue 65-007
Class 33895 only.

CANADA: 430.0 MMsf 5/8" (Excludes Waferboard)
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The results of this part of the study are shown in Table II-7 and
Figures 11-1, 1I-3, I1I-4, II-5, II-7, 1I-8, 1I-9 and II-11 which are

reproduced here from the body of the report.

Table II-7 shows the distribution of the 1974 consumption of U.F.
particleboard in Canada, ehd'using-indusfhies~group (s.I.C. categories) and

by region.

Figure II—1‘i11détrates“the»distribUtion;by ehdwusing,indUStry and
Figure 11-3 the distribution by region.

The exhibits show that over 400 MMsf 5/8"'of<u F. particleboard
was consumed in Canada in 1974 wh1ch is ten per cent in excess of the con-

sumption fidgure deve]oped by the Department of Industry, Trade & Commerce

"~ using estimated U.F. product1on and 1mport data pub]1shed by Statistics Canada.

ApparentAconshmption is based on estimeted'domestic production Tess

exports plus impbrts; Columbia Engiheeking feels that 1Mpoﬁt volumes reported

by Statistics Canada in class 33895 are low and_affer'ehecking,With~the

Canadian and U.S. plahts (those'exporting to Canada), has reconstructed the -

probable 1974 supply of unfinished U.F. partic]ebbard as shown in'Figdre 11-4,

The study concludes therefore that nearly fifty perecent ef the domestic
~consumption in 1974 came from imperts. Statistics Canada does not separate
the_productioﬁ of U.F.’partic]eboard from waferboard in its month1y report
(Catalogue No. 36-003). ‘Therefore- fo determine conéumpfion-date;requires an
“estimation of the re]atlve volumes of each type to be made In 1976, -the

month]y part1c1eboard report will be rev1sed to show product1on and sh1pments

.. 13
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of each type separately.

As shown in Table II-7 and Figure II-1, about 23 per cent of all raw
board consumed was sold to the “Veneer and Plywood" sector. The manufacturers
in this S.I.C. category have been labelled "prefinishérs" and they 6ver1ay the
board with veneer or plastic surfacing méteria] and then_re—se11_it either |
directly to industrial end-users or through the refai] distribution systems
to other end-users. Some particleboard manufacturers prefinish some of their
own production. This self-finished board is a]éo counted in this S.I.C.
category and the finishing departments of Canadian particleboard manufaéfurers

are thus considered prefinishers.

Figure II-5 shows the analysis of the volume of prefinished boafd
used in Canada fn 1974 by type of prefinish and it can be noted that certain
types of prefinished board, vinyls and some direct printed pane]s; were imported
due to an excess of Canadian demand over domestic preffnfshing capacity for

these products.

A11 particlieboard is eventually ffnished in éome way, if not by pre-
finishers then by the end-users. Figure II;7 shows thé analysis of the board
finishing activity in 1974 broken down by type of prefinish as executed either
by "prefinishers" or other industrial end-users as an integral step in their
manufacturing procéés. This latter group have been categoriied as self-

finishers.

_Figures II-8 and II-9 show the distributionrof board thickness by
region and by end-using industry respectively, demonstrating the dominance of

the 5/8" thickness in the Canadian particleboard markets.

.. 14



PROFILE OF THE 1974 CONSUMPTION OF U.F. PARTICLEBDARD IN CAMADA

TASLE II-7 VOLUMES IN MMsf-5/8"
i _ TOTALS
Losice DESCRIPTION B.C.} PRAIRIES | ONT. ‘QUE. [ATLARTIC VOLUME %
: INDUSTRIAL : | | -
LV Veneer, Plywood-Prefinishers 5.4 - 50.8 '28.2 8.6 - 93.0 23.0
2541 ~ Sash, Door & Millwork 1.7 1.5 6.4 3.1 - 1.7 1 31
L 2543 Prefabricated Buildings - 3.9 3.7, 0.3 i 1.8 I+ - IR N
: ) - . . t
L 37iz Fosile'ﬂomes 5.9 - 12.3 9.5 8.6 { 1.3 - 37.6 9.3 .
roo258 Kitchen Cabinets 8.1 0.8 24.7 7.6 | 6.9 42.1 10.4
258 . Caskats & Coffins - - - 0.2-... - 0.2 -
2619 Kousehold Furniture 0.8 6.1, 35. 49.2 0.1 91.3 22.7
251 Office Furniture -1 o 5. 9.1 - . 15.4 3.8
266 Miscellanecus Furniture 0.8 i 4.1 2006 ;3.5 - 29.0 | 7.2
Total Industrial Consumption : . . o
‘MMsf 5/8" Basis . 26.6 28.6 153.6 111.3 10.9 331.0 §1.9
g 8.0 §.7 46.4 | ~ 33.6 3.3 100.0
i CONSTRUCTION & DISTRIBUTION: o R |
04 U.L. & {all Panelling 10.5 . 12.0 13.0 | 14.0 3.3 52.8 15.1
Miscellaneous Distribution © 3.5 4.0 5.5 = 4.5 2.7 20.2 5.0
Total Construction Consumpt10n~ A S o - . -
H‘sf 5/8" Basis 114.0 16.0 18.5 18.5 6.0 73.0° 18.1 .
% 19.2 22.0 - 25.4 25.4 §.0 100.0 '
¢ TOTAL CONSUMPTION |
. Mtwsf 5/8" Basis 40.6 44.6 172.1 129.8 16.9 404.0 100.0
3 10.1 17.0 42.6 32.1 4.7 100.0 100.0
Source: 'C. E. I. Research. T Not Including Haferboard.
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FIGUREII-3 -

REGIONAL DISTRIBUTION OF CANADIAN CONSUMPTION OF U.F. PARTICLEBOARD IN 1974

YOLUMES IN MMsf-5/8"

Gg=

ALBERTA

SASKAT-
CHEWAN

- MANITOBA

ONTARIO

'ICK

SCOTIA

r

ERITISH CCLUMBIA PRAIRIES ONTARIO QUEBEC ATLANTIC .
Consumad . Consumed: Consumed: Consumed: ‘ Consumed: o
Industrial 26.6 Industrial 28.56 Industrial 153.6 Industrial 111.3 Industrial 10.9
~Construction 14.0 Construction . 16.0 ~ Construction  18.5 Construction 18.5 Construction 6.C
\ TOTAL 40.6 44,6 172.1 129.8 16.9
>

Sgurce: L. E.

1. Research.
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FIGURE II-7 - ALL BOARD FINISHING - PERCENT DISTRIBUTION BY TYPE OF FINISHING & BY
APFLICATION
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FIGURE II-8 = PROFILE OF THE 1974 CANADIAN CONSUMPTION OF UfF, PARTICLEBOARD

BY PANEL THICKNESS AND REGION
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~ *Shown as per cent of total.
SOURCE: C.E.I. Research
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FIGURE I1-9 - PROFILE OF THE 1974 CANADIAN CONSUMPTION OF U.F. PARTICLEBOARD - .
BY PANEL THICKNESS AND BY END USER (SIC CATEGORY) ) 7
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Figure II-11 shows the-preferences fcr;panel s{ze and board type by -
end-user industry. In 1974, about 81 per cent of all particleboard was
purchased in 4' x 8' or 49" x 97" panels. Only 2.4 per cent was purchased in -

cut-to-size form.

‘Nearly 42 per cent of a11 board purchased was in the standard
industrial grades and in the dens1ty range of 42 to 45 1bs/cu. ft. S1gn1f1cant1y
24 per cent of domestic’c0nsumption was in under1ayment grade in the dens1ty

range of 38-42 Tbs/cu. ft{sapp11ed't0'industria1 end-uses.

In regard to distribution and marketing, Columbia Engineering found
that nearly all industrial end-users purchased their board either through
wholesale distributors or d1rect1y from manufactur1ng p]ants wh11e the

construct1on sector purchased ma1n1y through reta11 d1str1but1on out]ets

of the 330'MMsf 5/8" purchased by industrial end—users;“Co1umb1a
estimates that approx1mate1y 40 to 50 per cent is purchased through 1arge
who]esa]e d1str1butors, 15 to 25 per cent from domest1c manufactur1ng plants,
10 to 15 per cent directly from U.S. p]ants and the rest through small

“distributors or purchasing groups.

The 1nterv1ewers noted that certain Canad1an end-lsers were somewhat
concerned about the Canad1an part1c1eboard 1ndustry, part1cu1ar1y the Timited
volume produced and the continued re11ab111ty of domest1c supp11es Most
users, particularly in Eastern Canada expressed a preference for Canad1an
board g1ven equal qua11ty and even a s11ght pr1ce premium, not because of

nat1ona11st1c fee11ngs but because of prox1m1ty of supp11es and better service.
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wifh regard to particleboard pricing, 1974 cannot be considered a
typical year. The year started with extreme1y high prices which dropped to
an exfreme]y low level by the third quartér as a result of heavy U.S. imports.
The Columbia conc]udes»that U.S. imports Wi]]ltehd to keep Canadian particle-
board prices at a relatively Tow level as long as U.S.'demahd is well below
U.S. plant capacity . Since U.S. plant capacity (including mediuﬁ density
fibreboard and "thin board") is in excess of 5.4 Bsf 3/4" per annﬁml(6.5 Bsf
5/8") compared to an estimated 1975 consuhpﬁion']eyei,ofVB,S Bsf13/4", this
condition is 11ke1y'to»iést throughout“1976. '

SHORT TERM_DEMAND PROJECTION

Co]umbia estimatéé thét consuﬁptionAin 1975 should rémain at the same
level as in 1974, or about 400 MMsf 5/8"." While consumption during the first
ha]f of 1975 was at a feducéd Tevel, all indiéators'poiﬁt to increased purchases
during the second half of the yeaf, Howevér, Canadian domestic production in
1975 will be épproximate1y 20‘per‘cent higher thanvthé éorrespondihg figure in
1974, or about 230 to 240 MMsf 5/8", 'Impokts may reach an eStimated 160 to 170

MMsf 5/8" and exports will be nearTy insignificant.

Thé regional distffbution of consumption in 1975 should bé.simi]ar
to 1974 but the distribution by end-usihgvihdustry Wi]] change. The prefinishéA
ing sector will use‘about'15 pér cent more raw board than it did'in 1974.
This is due to thé large increase in prefihishing capacity:in Canadé and the
exbectatjon that certain end~user industries will consume a 1arger vqlume of
‘ pre-finishedvboard."Asia result, the consumption of héw board by the furniture

industries w111AdecFeésé stightly.
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The projection for 1976 assumes that housing starts will recover by

. the second quarter of 1976, that activity in the factory built hores

(prefabricated and mobile) will continue at a strong level and that the furhiture
industries will experience a reasonably good, but not an exceptional year.
On this basis, Columbia estimates an increase in consumption of approximately

10 to 12 per cent in 1976 or to about 440 to 450 MMsf 5/8".

In 1976, a further strong increase in use by prefinishers is
projected due to the rapidly increasing prefinishing capacity .throughout most
regions of Canada. As a result, in the other end using industries their
incremental demand is expected to be satisfied by more pref1nished panels and

the volume of unfinished board purchases will remain constant.

Particleboard prices should remain close to their present levels
throughout 1976, due to the pressure from U.S. imports. Exports may increase

only slightly.

The breakdown of the projected consumption in 1975 and 1976 as
compared to 1974 is shown in Table III-T.

While domestic pboduction in 1976 will increase substantially over
1974 and 1975 it is not expected to match domestic conéumption, partly because
the new plants (Domtar, Pluswood) are unlikely to reach their full capacity
and partly because the modifications in progress at the Northwood Panelboard
Ltd. plant in Chatham, N.B., will, in all probability, not be completed before
the summer of 1976. In addition, some Canadian plants are not expected to be
competitive with certain grades of U.S. 1mpOrts.' Based on these considerations,
and assuming none of the waferboard capacity is diverted to production of U.F.
panels, domestic shipments in 1976 will be in the order’bf 340 to 360 MMsf
5/8", while imports will be about 80 to 100 MMsf 5/8".
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TagLs III-1
PROJECTED PARTICLEBOARD CONSUMPTION IN CANADA, 1974 - 1976

Volumes in MMsf 5/8" Basis

SIC DESCRIPTION . : 1974 1975 1976
. Véneer, Plywood and ' . . . | z
232 Prefinishers 93.0 | 11070' 125.0
2561 | sash, Door & Millwork - | 12.7 - mo 14.0
2543 - | Prefabricated Homes . 9.7 - oMo 130
3242 | Mobile'Homes - 7.6 - 37.0 42.0
2544 | Kitchen Cabinets . 420 | 0 ~ 40.0
2619 | Household Furniture o 9.3 . 82.0 | 85.0
264 | Office Furniture - | - 15.4 B R X 160
266 | Miscellaneous Furniture | 29.2 300 | 30.0
TOTAL INDUSTRIAL . . 3Lo 3360 365.0
TOTAL CONSTRUCTION . b 730 | I (X 800
TOTAL | 404.0 o 404.0 445.0

Source: C. E. I. Research
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TEN YEAR DEMAND PROJECTION

Columbia has studied the demographic and economic projections which
were prepared for the next ten to fifteen year period by the Economic Council of
Canada, and other sources. The relevant overall coriclusions from these sources
are that:
- a substantial increase in Canadian household formations will occur
over the next ten years (1965-75: 175,000 units/year, average; 1975-85
225,000 units/year, average)
- . despite the somewhat excessive inflationary trends, the disposable income

of Canadians is not expected to decline in terms of constant dollars.

Although the validity of the second conclusion given above is open to
serious question, for the purpose of this study it is assumed here that Govern-
ments will take the necessary measures to safeguard the ability of Canadians

to purchase essentials, such as housing.

These expectations should have the following impact on_housing and

furniture, the two basic industries consuming partic]éboard{

- housing starts should, at least, average about 220,000 to 230,000 units
per annum over the forecast period;

- the rising cost of on-site construction should result in a subétantia1
growth in the factory built housing industries (prefabricated and mobile);

- the large construction projects foreseen in Canada for the next ten
years, mostly in relatively remote locations, coup]edAwith promising
export opportunities, should also encourage the growth of factory built
housing;

- furniture manufacturing shou]d.iﬁcrease at a minimum rate of five to

six per cent per annum over the forecast period. The penetration of
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particleboard into furniture applications will continue over the next
ten years, although at a greatly reduced rate during the last part

of the forecast period.

Based on these conSideratiOné, Columbia has projected the growth for
each end-dsing industry (SIC category) in Canada for the year 1980 and for the
year 1985. The consumption figures and the expected rateé of annual Qrowth

are given in Table I1I-2.

During the first five years, from 1976 to 1980, the greatest growth is
expected in the prefinishing category. .The consumption of raw board by the furniture
industries is expected to increase at a’1OWeF kate,'majn]y because of the higher

usage of prefinished board by these sectors. .

During‘thé second pa%t'of,the'forecast'pefiod, the annual compounded
rate of growth for total consumption 1s'eXDECtéd tb dééfine from eleven and one-
half tolseven per cent, mainly beéause after'1980, pakticjébOard penetration by
particleboard into the presently known end using 1ndustrfé§ wif1-be close to

saturation levels. .

The deve]opmentvdf new end-use is conéidered to be a good possibility
over the fofécast'periodt If'such‘hew end%uses mate?ié]iZe,"1985'cdnsumption
levels givehAih;Tabie 111;2'c0u1d'bé exceedéd b&Iten to fifteen‘pek cent.

The region§1 distribufidh for 1980 and 1985 is much more difficult to
project since it is ihf1ﬂented7bonthér than-straight demand factors. _Among
" these are: the Tocation of future pértic]eboérdip1éhts, prefinishing operations,

end-using industries' locations, and others.
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TABLE 111-2

PROJECTION OF U.F, PARTICLEBOARD CONSUMPTION IN CANADA, 1976-1985
Volumes in MMsf 5/8% '

| Projected Projected h
i R ' Annual Growth , Annual Growt .
SIC Descmptmn ‘T976 Rate ‘ 1980 Rate 1985
{compounded) ( compounded)
VYeneer, Plvwood and ' o ' 0 5
252 | pocfinishers 125 15.2% 220 8.1% . 325
2541 Sash, Door and MiTiwork 14 10.6% 21 10.7% o35
2543 Prefabricated Homes _ 13 ‘ 11.4%‘ 20 16.0% 42
3242 Mobile Homes 42 11.5% 65 §.0% 100
2544 Kitchen Cabinets 40 8.3% 55 7.0% 77
2619 Household Furniture 85 8.5% 118 5.9% 165
264 0ffice Furniture 16 , 9.5% 23 6.8% 32
266 Miscellaneous Furniture =~ 20 i R AL 40 - 7.0% -
TOTAL INDUSTRIAL _ 365 | 11.4% 562 8.2% B32
TOTAL CONSTRUCTION 80 -~ 11.8% 125 6.3% 170
TOTAL 445 11.5% | 687 7.0% 1002

Sourece: (. E. I. Research
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Columbia estimates that industrial consumption in the West should
increase at the expense of the eastern Provinces, dde to the expected 1ncrease-
in western population, main]y in British Columbia. On the otheh hand, the
growth of particleboard in the constrdction end-use should be greater in the
East, espec1a11y in Ontario (popuIat1on increase pIus greater room for penetration),
than in the West over the next ‘ten years: As a resu]t the East s. share in. th1s
end-use, in terms of a percentage of the: tota], shou]d 1ncrease at the expense

of the West.

On the‘whOIe, the western Provinces' (B.C. and the Prairies) share of
totaI'consumption is . expected to’inchease from.abodt tWenty-tWO per cent in 1974
to nearly twenty-five per cent in 1985, whereas Ontario and Quebec are expected

to drop from about seventy f1ve to seventy per cent.

The Atlantic Provinces' share is expected to remain re]at1ve1y stab]e
The 1ndustr1a1 end-use. in this reg1on is expected to be ma1n1y in the pre—
finishing . sector: - The use of:partic]ebqard in‘conStruction activities in this
region is Iike]y tc be enCounaded by the presence cf its two panticIeboand plants

which are Iarge re]ative'to'regionaI demand. -

The prOJected reg1ona1 d1str1but1ons for 1980 and 1985 in compar1son

with the d1str1but1on of 1974 are shown in F1gure III 5.

SUPPLY vs. DEMAND - 1980 .to 1985 °

No new Canadian p]ant construct1on is expected to be initiated before
the end of 1975. As a result, new capac1ty,1s not 11ke1y to make a significant
impact on the 1977 domestic production. In 1977 therefore, supply and demand

should be near]y'baIanced:

.. 31




[ ]

I i

(

{

przad

/

=
'

Y ) h
t ¢

!

| Figure 111-5 L

PROJECTED REGIONAL DISTRIBUTION 1980 - 1985

COMPARED TO 1974

- 1974 Percentages

oS Q8 on _ [:] - 1980 Percentages
Total Consumption N L
4 P . - . -~ — . N Q Q SN e S b ———— — ava .
70 ‘ Y v .0 GO oo -— 1985 Percentages
— O
hant 7
L I _ N e e
3 ¥ T
2 2wE TEE P 7 "
g 20 a-.._...___.é“w- N_; . ‘::‘;‘;._.___Z_ __._,_Aé;_. ._..M._-_.t&\‘:'”%? té\:._.
:/ =2 NN
71 71 71 7 |
_ B.C. Prairies Ont. Que. Atlantic
ol o\ o\
. | N o
, Andustrial End Use =~ S .
0 IRt T
o 40T e B -
[
o 7,
Q 3 4.
s g
a. AR O© o ol A O /
- S== el S S . 7 B ) 4
20 0 v & S O v /// ’ LOP o oe
- T / oSS
_____ . S L
gl W “ ‘
7 Vo :
v v, _ % ' W/j_._
“B.C. Prairies Ont. Que. Atlantic
A
Construction End Use “ < . 5o oo oo
0t ne e LY o
-:; O A0 O & E 2
e 30 W EY e e
- o o- o~ V
Q T T= T
[ 20 L. 5 . ,%ﬁ.g :gt:
L )
Z 7
A ’/
Prairies  Ont. Que. Atlantic
Source: CEI Research




=32 -

" To meet the projected 1980 domestic demand of 687 MMsf 5/8“, one ..
new plant with a capacity of about 80 to 100 MMsf 5/8" will be required,
assuming the'continued operation of a11 brESent1y operating plants.

Between 1980 and 1985, about 300 MMsf 5/8" of new capac1ty will

have 'to be 1nsta11ed Af the prOJected domestlc demand is to be supp11ed from

domest1c sources.

EXPORT MARKETS -

Unjted States

* Leonard. Guss and Associates of‘Tacoma,'Washington have'prepared an
" overview of the U.S. markets for this study. Guss and Associates (LGA) projects
u.s. part1c1eboard demand by 1985 at about 8 4 Bst. '3/4" or 10.1 Bsf 5/8",

exc]ud1ng structura] boards such as waferboard

About forty percent of this demand will be 1ocated in the north-
central and north eastern reg1ons of the Un1ted States (see F1gure 8, reproduced
from append1x C) ' The same regidns are eXpected to produce no more than 800 MMsf
3/4" board by the year 1985. The part1c1eboard supply to th1s reg1on came
trad1t1ona11y, and may cont1nue to come, from the West Coast of the Un1ted States.
However, aga1nst the West Coast manufacturers, a Canad1an plant Tocated in Ontario
or Quebec has;‘at,present, an average freight advantade of $29.75/Msf 3/4" or
$24.80/Msf 5/8". From selected Eastern Canadian locations to se]ected'destinations,
this freight advantage could be (and js at the present) about twenty to twenty-
five per cent'hiQher( As freight rates'are'expected to rise over the next ten

year period, this freight advantage is Tikely to increase in favour of the eastern
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Canadian plant and is likely to be in the order of $15 to $18/Msf 5/8", even
after duty charges. In addition, the opportunity to ship by truck from eastern
Canada in competition with rail shipments from the West Coast has a further

advantage.

Based on the above considerations, it is not unreasonable to expect
that eastern Canadian plants could éapture twenty-five per cent of the projected
market in the north-central and north-eastern regions of the U.S, or a volume
of about 1 Bsf 5/8" per annum -- about equal td the total demand projected for
Canada by 1985. This is considered to be a real export opportunity for edstern
Canadian plants, provided they can be cost competitive in all respects with the

existing and yet-to-be ‘constructed U.S. llest Coast mahufacturing units.

Europe and Japan

A general overview of export Qpportunities in Europe and Japan was

also completed.

European consumption is expected to increase by about 15 Bsf 5/8"
over the next 15 year period. Demand in Japan is projected to increase.by
1.3 Bsf 5/8". These figures ére based on the revised F.A.0. projections which

have been great1y reduced from estimates made earlier.

The F.A.0. figures also indicate that neither Europe nor Japan has

the indigenous forest resources to sdpp]y this pkojected growth in demand.

The European demand could be supb]ied partly from eastern Europe and
partly from the U.S.S.R. These countries, however, have a demand of their
own and are not likely to be able to supply all the»requiremehts. Some of the
demand is expected to be met by the prqduction of board in the Third World
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FIGURE 8 - Distribution OF UNITED STATES PARTICLEBOARD CONSUMPTION (FROM APPENDIX B)
. BY MAJOR REGIQON- 1985
(Industrial given 2/3 weighting)
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FIGURE 10 - (FROM APPENDIX B)

. 35.

ESTIMATED FREIGHT COST_COMPARISON TO SELECTED U.S. MARKETS FROM EASTERN CANADA

AND U.S. WESTERN PARTICLEBOARD PLANTS

SOURCE: LGA Estimates

Comparative freight rates in dollars/M
sq. Tt. 3/4?, 45 1b/ft 3

Summer 1975

Frejght Advantage $29.75/M sq. ft. 3/4“
$24.80/M sq. ft. 5/8"
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countries, mainly Africa.

The Japanese demand is likely to be suppTlied from eastern Russia and

from South-east Asié.

Canada wbu]d appear to have real export opportunities in both areas,
assuming favourable currency reIatiohships as well as suitable ocean freight

and duty'arrangéments.

OPPORTUNITIES ‘FOR THE CANADIAN PARTICLEBOARD INDUSTRY

The findings of the study indicate that there is considerable scope

for expansion in the Canadian particleboard manufacturing jndustny, provided

it beComes fully coSt—competitiVe-with United Sfates and other world producers.

Cost-competitiveness is an essential criterion for maintaining or aChieving a
favourable competitive position in the'ddmestic market. ThisApoint should
be considered in the planning of any new Cahadian partic]eboard installation

in order to avoid vulnerability from U.S. imports in domestic markets.

From the point of view of national strategy, two basic dbtions are

available:

1. Continue to rely on the relatively low cost U.S. imports to supply a
1érge-part'of the Canadian réw board demand and concentrate on the
upgrading of particTeanrd,.both in terms of prefiﬁishing and other

secondary manufacturing operations (furniture, mobile homes etc.).

Prefinishing}and}secondary'manufactUring are less capita]lintensive
and more labour intensive than the basic particleboard manufacturing

opérétibn. Therefore, if Maximum job creation and value added
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(other than capital value) at a minimum of capital requirement are
deemed to be desirable, this type of strategy may make economic

and social sense.

The disadvantage would appear to be a rather insecure supply situation
for the Canadian secondary end using industries should U.S. plant
capacity fall behind U.S. domestic demand. It could also mean the
under-utilization of the Canadian forest resource, especially continued

wasting of the non-chippable softwood sawmill residues.

Encourage the construction of world and/or U.S. market scale plants

with strong export orientation.

The raw material conditions are favourable in most of the Canadian
regions. There is an abundance of sawmill residues in Canada, 1érge1y
wasted at the present. The bulk of these residues are in spgcies
favourable for and desired by particleboard manufacturers, namely

spruce and pine. The growing spruce lumber industries in eastern

Canada should provide an eépecia]]y favourable raw material in adequate
concentrations to manufacture high grade particleboards, in world-scale,
fully cost-competitive plants for both the domestic and the north-central

and eastern U.S. markets and, possibly, for Europe.

Opportunities would also appear to exist in selected locations of
B.C. and the Prairies (subject to certain criteria) for the supply of
the western domestic markets, the U.S. Midwest, and for some B.C.

locations possibly, exports to Japan.

The implementation of an export oriented (mainly to the United States)
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Canadian particiebOard manufacturing industry could mean that domestic
board price levels wouid eventuaiiy be lower in Canada than in the
“U.S. This, in turn would 1mprove the export competitive position
of the Canadian furniture and other secondary end using industries.
However, it could endanger the financ1a1 stabiiity of some of the
existing Canadian particieboard piants Some of these piants could,
~ however, be expanded whiie,others could maintain prbfitabiiity by

increased prefinishing.

In Coiumbiais Jjudgment, theibasic criteria for the‘estabiishmenf of
cost competitivedparticieboard piants in Canada are capacities in the order of
100 MMsf.5/8" per annum or larger and low wood cost. The establishment and |
future success of competitiveiy scaled plants requires an adequate concentration
of low cost raw ‘materials, a reiat1Ve1y high capitai 1nvestment and an agressive

'marketing strategy.

Oniy a small portion of the re51dues generated by Canadian sawmills
are utilized at the present The cost of sueh re31dues shouid therefore,
remain at a re]ativeiy Tow 1evei for some time to come.  There are, however,
other p0551b1e or even probable future demands on this raw. materiai for pulp

and fuel. -

It may be concluded, therefore, thatdthe desirability and, indeed, the

feasibility of .implementing anyekponf oriented Canadian particleboard manufacturing

“industry will depend on a careful evaluation of. the relative overall economic
and social benefits which may accrue from the allocation of the available sawmill
residue as raw material for particieboard in éontrast to its'nse as pulp furnish

or fuel end-uses.
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