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I . ESTABLISHMENT 0? THE PULP AND PAPER ADVISORY GROUP 

1 , Packgrourd 

Since the end of the Secoad World 'rfarf international agencies have 
been increasingly concerned about the problems involved in assuring the -
Latin American countries of adequate supplies and distribution of pulp 
and paper products. 

The United Nations decided to undertake what might be termed a 
preliminary survey ^ of the problem as a result of several factors , the 
more important of which include: the need to develop pulp and paper 
industries to a level commensurate with region5 s degree of economic 
and agricultural development ¡ the abundant, natural resources available 
within the area to supply such industries and the rather discouraging 
prospects concerning future exportable surpluses of the tradit ional pulp 
and paper suppliers« The purpose of the preliminary study was to define 
the problem,outline general solutions for the countries studied and, at 
the same time, to point out to the countries concerned the need to take 
energetic steps to meet the expanding demand for the commodities in 
question«, 

2. Recommendations of the Latin American Meeting of Experts on the 
Pi rip and. Paper Industry- Establishment of the kdvj sory Group,, 

By the middle of 1954, in view of the progress made during the 
preliminary study of the problem, the time was ripe for completing the 
f i r s t stage and proceeding to the second, at which each case was to receive 
detailed study. This second stage vías to include an analysis of each 
country's specific problems and in particular more attention was to be 
paid to economic and environmental factors forming the main obstacles to 
more rapid progress. 

This new stage might be said to have begun with the Meeting of Experts 
held at Buenos Aires in October 1954 and sponsored jo int ly by ECLA, FAO 

1/ See poss ib i l i t i es for the DeveJ.opment of the Pulp and Paper Industry 
in Latin America (E/Giv',12/29 V Rev»2) United Nations Publication Sales 

• No. 1953oil . G02 

/and UNTAA 
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and UNTAA pursuant to resolution 58 (V) adopted at ECL&'S f i f t h session 
(April 1953). 

The studies prepared for ^hat meeting covered nearly a l l aspects 
of the problem, as may be appreciated from the great variety of documents 

2/ 
presented»-7 The Meeting recognized that , while the role of the United 
Nations in promoting and developing the industry was necessarily a 
limited one, i t was nonetheless of great importance,, This was stressed 
in the recommendations, one of which emphasized the importance of placing 
at the disposal of the Latin American countries objective and disinterested 
advice relat ing to forestry and to the technical and economic aspects 
of the planning and insta l la t ion c f new pulp and.paper mi l l s . Accordingly, 
the Meeting considered that a group of experts should be placed at the 
disposal of the Latin American countries, composed of special is ts in 
the industr ial problems and in the economic aspects of the pulp and V 
paper industry»^ 

In view of t h i s recommendation, the proposed Advisory Group was 
set up by ECLA, FAO and UNTAA along the l ines suggested by the Meeting 
of Experts, The Commission was informed of t h i s at i t s sixth session, 
and in resolution 98 (VI), adopted on 15 September 1955, EGLA took note 
with sa t i s fac t ion of the report presented by the secretariat cn the 
Latin American Meeting of Experts on the Pulp and Paper Industry and of 
the establishment of the Advisory Group in collaboration with FAQ and 
UNTAA. 

3» Terms of reference- of the Advisory Group 

The Advisory Group« s terms of reference might bs br ief ly described 
as follows: 

a) To provide technic.?!, assistance to Governments or semi-off ic ial 
agencies in the preparation of general development plans relating 

2/ See Pulp and. Paper Prospects in Latin America, United Nations Publication, 
Sales No, 1955„ L U G ^ , p~, 33° 

J / See op» o i t ,,, page 30, recommendations 3 and 4a 

/to the pulp 
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to the pulp and paper industry ; 

(b) To a s s i s t in the preparation of the preliminary studies and 

analyses made by f i r ^ a or individuals i n t e r e s t e d in preparing 

pulp and paper p r o j e c t s ; 

( c ) To provide t e c h n i c a l advice t o Governments or pr ivate firms i n 

the formulation and presenta t ion o f p r o j e c t s , which should include 

the information necessary f o r : ( i ) t echnic ians in charge c f 

programming the' economic development of a given country; and ( i i ) 

thé f inancing agencies , whether publ ic , pr ivate or i n t e r n a t i o n a l . 

Naturally the above enumeration i s intended t o serve as a guide only; 

the Advisory Group<s funct ions may include a s e r i e s of aspects tha t have 

not been mentioned s p e c i f i c a l l y but which must, of course, f a l l within 

these general l i n e s t. 

I I . STUDIES PREPARED BY THE ADVISORY GROUP 

1 . Argentina 

The report on A r g e n t i n a ^ was completed in January 1956» I t was 

prepared a t the request of the Argentine Government and del ivered to the 

a u t h o r i t i e s in t h a t country on.24 February 1956. 

This i s a preliminary r e p o r t ; i t may be considered to be a general 

appra isa l of Argentina 's s i t u a t i o n i n regard t o present and future supply 

and demand f o r pulp and paper products« Three pf i t s chapters discuss 

b r i e f l y the newsprint problem, the general economic aspects of the 

industry and the need f o r a long-term development programme f o r t h i s 

industry . S p e c i a l r e f e r e c e i s made t o the par t tha t might be played by 

the pulp and paper s e c t o r in the import s u b s t i t u t i o n * 

4/ Informe prel iminar a l Minis t ro de Industr ia de l a República^Argentina 
acerca de l o s problemas de l a i n d u s t r i a de papel j ^felìilosa ( r e s t r i c t e d 
document f o r i n t e r n a i use o n l y ) . (Spanish only <,"7 

/Since one 
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Since one of the principal reasons for presenting this report was 
to request observations on conclusions from tne authorities responsible 
fcr preparing the industrial development programme and from the 
representatives of the industries already established in the country, 
the part relating to recommendations for a short-term development programme 
was left pending. It was considered preferable to defer the drafting of 
this chapter until the observations mentioned above had been submitted 
and discussed, since they would also serve as a basis for the complete 
revision of the report. Some of i t s main conclusions are reviewed 
briefly below. 

It was shown that Argentina will have to look to new sources of 
supply in the near future to meet its growing deficit of pulp and paper 
productsj hence the availabilities of domestic raw materials suitable 
for pulping were briefly reviewed, although the problem was only 
approached from its more general aspects. For instance, in discussing 
the possibility of producing weod pulps in Argentina itself with a view 
to the replacement, in whole or in part, of pulp and paper imports, an 
important distinction had to be made between long-fibred and short-fibred 
pulps„ In the first case, current resources of natural or artificial 
coniferous forests (long-fibred woods) are so small that it is difficult 
to draw up any short-term plans for the large-scale, integrated manufacture 
of certain types of paper requiring long-fibred pulp such as newsprint, 
kraft wrapping paper and kraft linerc Hence a long-term programme for 
the development and utilisation of this potential wealth is urgently 
necessary. For this purpose, the report recommends that facilities 
should be granted for importing seed, since the difficulty in obtaining 
it has apparently been one of the main drawbacks to the introduction 
of large-scale coniferous plantations0 

The situation with regard to short-fibred pulps, is much more favourable 
since a considerable yield, is anticipated over the next few years from 
both the eucalypt and the salicaceous plantations (poplars and willows) 
provided that the present rate of planting is maintained and that forest 
management is efficient and orderly. The salicaceous plantations which 
are concentrated in the Parand Delta are particularly important. 

/The report 
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The report has laid ppecial s tress on the newsprint problem; in 
this connexion, positive cor:.;,'?.usions are fcimulatsd concerning the 
technical and economic po'ssi/.^.lties - t h e . l a t t e r on the basis of a 

. reasonable degree of t a r i f f protection - of producing newsprint with 
local raw materials; at the same time it. i s considered d i f f i c u l t for 
self-sufficiency in th i s product to be achieved before 1965« Because 
supplies of newsprint available for export outside the great producing 
regions - North America and Europe - are essential ly of a marginal nature 
i t seems logical that Argentina should seek to ensure a steady supply 
of th is product from other sources0 

The report suggests a possible solution to this problem: since Chile 
may in the near future have exportable surpluses of newsprint, i t would 
seem advisable to draw up a long-term trade agreemant with that country, 
so as to ensure a supply of the product in question since, as already 
seen, i t would appear d i f f i c u l t f c r Argentina to replace newsprint 
imports before 1965»"^ 

A substantial part of the report on Argentina deals with the 
industry1s economic aspects0 Among thè more important of i t s conclusions 
are those pointing to the importance of the pulp and paper industry for 

6/ 
purposes of import substitution which together with the aspect of 
relat ive costs,, constitutes by i t s e l f an important incentive for 
directing investment towards t h i s sector. In indicating a possible order 
of priority for the various types of project , the report ranks pulp 
manufacture f i r s t , followed by integrated paper manufacture and then 
newsprint; non-integrated production of paper based on impcrl.scl pulp was 
not recommended. Finally, on the subject of customs duties, t a r i f f reforms 
are recommended sin.ee the present policy encourages paper manufacture 
(except for newsprint) on the basis of imported pulps while no incentive 
i s provided fox- the domestic manufacture of pulp based on lcca.1 raw 
¿/ See the study entit led "Poss ib i l i t i e s of supplying Latin Maries 

• Jw-lR^and paper requi.reg.ent!? "through a regional markar., .sxi'jsitted by 
thè secretariat to the EOIA trade Gosacittee in ^c.;ember 1956 (Conference 
Room Pa por No« 1 of the f i r s t session of the,, Trade Committee) ». 

f j Depending on the product, a new project can save the amount of foreign 
exchange needed for i t s ins ta l la t ion in a period ranging from 10 ruonths 
t*> 2 years and U, laofji-.s., 

/materials,, In 
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materials» In view of t h i s , .the suggestion i s m?,de that duties on paper 
imports should be reduced .¿ose on pulp s ra ised. 

The report was d i s c u s e s a nesting held at Buenos Aires in 
September 1956.» which was attended not only by the members of the Advisory 
Group but also by representatives of the public and private sectors 
associated with the Argentine paper products industry. At t h i s meeting 
i t was decided to prepare the f i n a l version of the report. 

2 . Chile 
n / 

The report Phils potential pulp and paper exporter M was commenced 
in February and completed in August 1956. I t w&s undertaken at the 
request of the Chilean Government ard of the Ccrpc. ración de Fomento de 
la. Producción» which assicted in preparing the basic background data 
contained in the appendices» 

The study deals with t.h.3 technical and economic p o s s i b i l i t i e s of 
establishing in Chile a pulp and paper industry designed for the export 
market which forms part of a broader regional development plan aimed at 
ensuring the supply of paper products in Latin America. I t should be 
stressed here that t h i s study i s one of a general nature and cannot be 
used for the appraisal of speci f ic manufacturing pro jects , which ought 
to be assessed on the i r own merits , 

After establishing that the:?e i s a current market for the pulp and 
paper that Chile can produce and that t h i s market w i l l grow during the 
next decade, the res t of the study consists in proving that, providing 
certain conditions are f u l f i l l e d , Chile can produce pulp and paper at 
prices that can compete on the .international market® 

This i s important for the establishment of an industry., since the 
present Chilean domestic market for pi'.per products i s much saal ler than 
available reserves of fibrous raw materials» 

One of the main - i f not the most irr.pcrtant - factors which indicates 
that t h i s condition may be f u l f i l l e d i s the low cost of standing timber 
due to the extraordinary growth rate of pirnxs radj.ata in 0}J¿3<, Of a l l 

2 / E/CN c12/424; FAO/ETAP $ 0 0 j TAA./CHl/30 
/thé country? s 
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the country's possible fibrous resources plantations of th is conifer o f fer 
the best prospects from both '.''a technical kM tha economic aspects for 
making pulp and paper»' As a „^-.vlt, this was the only species considered 
out of a l l those suitable for the pulping industry. 

As for aspects such as transport and e l e c t r i c energy shortages which 
constitute more or less serious obstacles to the execution of the 
development plans recommended, the report confined i t s e l f to stating 
the magnitude of the problem and to stressing that each project and 
manufacturing loca l i ty required to be studie in deta i l from the point 
of View of these aspects . I t was outride the scope ,cf the report to 
indicate ways and means of solving specif ic problocis® 

The principal recommendation advises the Chilean Government to adopt 
a policy and to take action to create incentives for establishing as soon 
as possible large scale pulp and paper inductrien "based on the existing 
pinus radiata plantations. This action was recommended for two main 
reasons: To improve the balance of'payments - since t o t a l net foreign exchange 
earnings would r ise by some 15 to 20 per cent - and to recover the. value 
represented by the existing plantations (about 60 million dollars)„ Theaa asee? 
can only be ent i re ly salvaged the establishment of a pulp and paper 
industry,, The reasons for urgency in so dcing l i e in the fact that 
plantations axe rapidly reaching the average age of maximum economic 
returnj a f ter which the coot of standing timber wi l l increase considerably 
as also the price of end-productst 

The heavy investments - particularly in foreign currency - required 
to carry out these development plans make i t essential to enl i s t the 
support of foreign capital ; hence i t i s a function of the public sector 
to create the climate and conditions favourable to foreign capita l through 
the concession of f a c i l i t i e s for profit reulttanc.es, capita l viithdrawal 
e tc . 

At the same time, i t i s recoamsvsded that import duties on production 
equipment for this industry should be temporarily suspended. 

Emphasis i s also laid on the need to co-ordinate Chile 's foreign 
trade policy with the development of the industry, so that i t s exportable 

/'surpluses of paper 
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surpluses of paper products 5iny be included in trade agreements to be 
signed with countries whe.r-e ' c. -ce comocit ies aa-2 in short supply such 
as Argentina, 

The importance to Chile of the establishment of a paper products 
industry based on i t s plnus rariiata plantations becomes evident when i t 
i s considered that the net annual foreign exchange earnings from th is 
sector could amount to between 60 and 85 million dollars in the f i r s t 
10 years of i t s ac t iv i ty . These earnings would' subsequently r i se by 25 
per cent, once assets had been entirely amortised« This i s an important 
consideration because Chile's t o t a l net foreign exchange earnings were 
in the neighbourhood of 425 million, dollars in IS55, 

I I I , WORK PRCT*"l!LW. FCG 1957 

The Pulp and Paper Advisory Group had before i t pending requests, 
from the Governments of Colomoia, lie*d vo and Peru, to the ef fect that 
i t should meet in order to provide technical assistance to the authorities 
of those countries concerned with developing the pulp and paper industry. 

The Group plans to proceed to Lima,, Peru, in May in order to gather 
the basic infomation needed for preparing the study on that country0 

In the second half of the year i t wi l l go to Colombia and Mexico for 
the same purpose, returning subsequently to i t s headquarters at Santiago 
to draft and complete the reports, which should be ready in 1958, 


