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L. ESTABLISHMENT GF THE PULP AND PAPER ADVISORY GROUP

" ™, . -
L1, ackgmound

Since the end of the Second World War, international agencies have
been increasingly corncerned about the problems involved in assuring the
Latin dmerican countries of adequate supplies and distribution of pulp
and paper products.

The United Nations decided to undertuke what might be termed a
preliminary survey'l/ of the problem as a result of several facters, the
more fmpertant of which include: the need to develop pulp and paper
industries to a level commensurate with regionis degree of economic
and agricultural development; the abundart natural rescurces available
within the area to supply such incustries and the rather discouraging
prespects concerning future exportable surpluses of the traditicnal pulp
and paper suppliers, The purpose of the preliminary study was to define
the problem,outliine general sclutions 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
quesuion,

24 Recommendations of the latin American Meeting of Bxperts on the

Prdp and Paper Industmin Establisheent of the Advisory 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
Tirst stage 'and proceeding to the sscond, at which esach case was to receive
detalled study. This second stage was to include an analysis of eunch
country!s specific problems and in particular more attention was to be
paid to economic and environmental fustors forming the main obstacles to
more rapld progress.

This new stage might -be said to have begun with the Meeting of Experts
held at Buenos fires in Cctober 1954 and sponsored jointly by ECL&, FAO

1/ See possibilities for the Development of the Pulp and Paper Industry
in Lotin America (E/CN.22/294/Hev,2) United Waticns Publication Sales
No. 1932.11, G.2

/and UNTAA
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and UNTAA pursuant to resolution 58 (V) adopted at ECLA!S fifth session
(April 1953). |

The studies prepared fur Jhat meeting covered nearly all agpects
of the problem, as may be appreciabed from the great variety of documents
presented;g/ The Meeting recognized that, while the role of the United
Nations in promoting and developing the industry was necessarily a
limited one, it was nonetheless of great impertance. This wus stressed
in the rezommendations, one of which emphasized the importance of placing
at the disposal of the Latin American cocuntiies objective and disinterested
advice relating to forestry and to the technical and econamic aspects
of the plamning and installaticn cf new pulp aand paper mills, Accordingly,
the Mesting considered that a group of experbs saould be placed at the
dispocal of the Latin American countyies, composed of specialists in
the inductrial problems and in the economic aspecte of the pulp and
paper industry:g/

In view of this recommendation, the proposed Adviscry Group was
set up by ECLA, FAO and UNTAA along the lines suggested by the Meeting
of Experts, The Commnission was informed ef this at its sixth session,
and in resolution 98 (VI), adopted on 15 September 1955, ECIA took note
with gatizfaction of the report presented by the szcretariut en the
Latin American Meeting of Experts on the Pulp and Papor Iodustry and of
the establichrient of the Advisery Group ir collaboration with Fa0 and
UNTAA.

3. Terms of reference of the Advipovy Group

The Advisory Groupls terms of refersnce might bz hriefly described
as follows:
a) To provide technical assistance o Governmrenis or sewi-offiecizl

agencles in the preparation of general development plens relating

2/ See Pulp and Puper Prospecis in Latin America; United Kations Publicatien,
Sales Ho. 1955, II.Go4., p. 33,

2/ See op. cit., page 30, reccmmendations 3 and A,

/to the pulp
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to the pulp and paper industry;

(b) To assist in the preparation of the preliminary studies and
analyses made by fizgs or individuals interested in preparing
pulp and paper projects; '

(c) To provide technical advice to Governments or private firms in
the formulation and presentation of projects, which should include
the information necessary for: (1) technicians in charge of
programming the economic aevelopment of a ziven country; and (ii)
the financing agencies, whether public, private or international.

Naturally-the abové enumelration i1s intended to serve asg a guide only;
the Advisory Group's functions may include a series of aspects that have
not been mentioned specifically but which must, of course, fall within
thesé general lines.
' IT. STUDIES PREPARED BY THE ADVISORY GROUP
1. Avgentina

The report on Argentinaé/ was completed in January 1956. It was
prepared at the request of the Argentine Government and delivered te the
authorities in that country on 24 February 1956.

This is a’preliminary report; it may be considered to be a general
appraisal of Argentinatfs situation in regard to present and future supply
and demand for pulp and paper preducts. Tihree of its chapters discuss
briefly the newsprint problem, the general economic aspects of the
industry and the need for s 16ng~term development programme for this
industry, ©Special referece is made to the part that mizht be played by
the pulp and paper sector in the import substitution.

h/ Informe preliminar al Minig itro de Industria de la Repiblica Argentina
acerca ds ics problemas de la inaustoia de pavel v qululosaﬂzreetrlcted
document for internal use only)}. {Spanish oniy.)

/Since one
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Since one of the principval reasons for presenting this report was
to request cbservations on i: conclusions from itns authorities responsible
for preparing the industirial cuvelopment programme and from the
reprasentatives of the industries already established in the country,
the part relating te 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 baslis for the complete
revision of the repert. Some of ite main conclusisns 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
products; hence the availsbilities of domestic raw materials suitable
for pulping were briefly revicwed, 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 replacemsnt, in whole or in part, of pulp and paper imports, an
important distinction had to be made between long-Tfibred 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 liner. Hence a long-term prcgramme for
the development and utilization of this potential wealth iz 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 cne of the main drawbacks to the introducticn
of large-scale conifersus plantations.

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 willcws)
provided that the present rabe of planting is maintained end that forest
managsment is efficient and crderly. The salicacenus plantations which

are concentrated in the Parand Delta are particularly important.

/The report
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The revort has laid specisl stréss on the newsprint problem; in

i3

this comnexion, positive ¢on:luslons &rc formulnied concevn*ng the

technical and ecouomic passiin.’ tlev - tPu datter on the besis of a
_reasonable degree of tarifi proteciion - of produc1ng newdprint with
local raw materials; at the ceme time if 1s considered difficult for
self~guificiency in this product to be achieved before 1965. Because
supplies of newsprint avaiiable for export oculside the great producing
regions ~ North America and Furope ~ are essentially of & marginal nature,
it seems logical that Argentina siould seek to ensure a steady supply

of this product from other sources,

The repert suggssts a poasiblc solution to this problem: since Chile
may in the near future have exportable surpluses of newecprint, it would
~seem advisable to draw up & long-term trade agreemant with that country,
sc a5 1o ensure a supply of the product in guestion since, as already
ceen, it would appear difficult for Argantina to replace newsprint
imports before 1 *965:y ' .

& substantial part of the report on Argentina deuals with the
industry’s economic aspects. Among thé more impertant of its conclusions
‘are those pointing to the importance of the pulp and paper andustry for
purpeses of impori 9435t1tut103~d/ which together with the aspect of
relative cosis, constitutes by itself an important incentive for
directing investment towards this sector, In irndicating a poscible order
of pricrity for the varicus iypes of projeci, the report ranks pulp
marvfacture first, followed by integrated baper marufacture and then

3

newsprint; non-intégrat = production of paper based on imperted pulp was
not recommenced., Finally, on ths subject of customs duties, tariff reforms
are récommended since the present policy encourages paper manufacture
 (except for newsprint) on the basis of i poruwd pulpe while no 1nrentive

is provided for the domestic manufacture of pulp besed on Lsual raw

5/ Bes the study entitled "Pnesihiliiiss of SUPPLVING ld'ﬁﬂmﬁﬂgjﬂca’ﬁ?
- pulp and paper rPQU““GFerf* througi a roclonald mqrwﬁu’, subritted by
LHe tocrebariat 1o the FOLA trals Comreitee in Nesonber 1556 (Ccnfcvenﬂe

Room Paper No. 1 of the first session of the, Trade Cemmittes).. -

£/ Depending on the product, a new projer% can save the amount of foreign
exchunge needed for its lnauaiiatlon in a period ranging frﬁm 10 nemiis
tir 2 yoars and L ponilis,
/materlalsu in
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msterials. In view of this,. the sugzesihicon is mede that duties on paper

1

imports should be reducsd an' Dose on puly irweahs reised,

The report was diszcuscel o a natbing held a% Buasncs Aires in
Septenber 1955, which was astlendzd oot cnly by the members of the Advisory
Group but &also by représentatives of the public and private seclors
associuted with the Argentine paper products industry. At this meeting

it was decided to prepare the final version of the report.

2. fndde

7
otertial pulp and paper expsiher - was commenced

The report Chils po
in February and completed in August 32956. It wes uadertzken at the

request of the Chilean Goverrmen’ ard of the Cernoraciin de Fomento de

la Produccidn, which assicted in preparing the basic background data

contalined in the appendices,

The study deals with th: techniczl and ecoromic possibilities of
establishing in Chile a pulp and paper industiry designed for the export
market which forms part of a broader reglonzl develispment plan aimed at
ensuring vhe supply of paper praducts in Labtin Amsrica. It sghould be
strezsed here that this study is one of a general nsbure and cannot be
ussd for the appreiszal of specific manufactuvring prejects, which ought
to be assegszd on their own mewita,

After establishing that there is & current markset for ths pulp and
pzper thei Chile can produce and that this market wlll grow during the
rext decade, the rest of tbe study ecnsists in proving thet, providing
certzin conditions are fulfilied, Chile can produca pulp and paper at
prices thev can compete ¢n the infernznicnal marked,

This is imgortant for the establisiment of an industry, since the
present Chilean domestic market for poper products is much sopller than
availahle reserves of fibrous raw maherials.

One of the main - if not the nost important - fuctors which indicabes
that this gondition may oe fllilled is the Jow caah of standing timber
due te the extraordinary growth rate of pinus radisia in Ohids, Of &ll

] v

7/ EB/ON.12/424; FAC/ETAF 5403 TAA/CHI/3,

/the country’s
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the country!s possible fibrous resources plantatiods of this conifer offer
the best prospects fron Loth “)2 bechnieal and Shs economic sspects for
making pulp and paper. 48 & snsalb, this was the only species considered
out of all those suitable for the pulping industry.

bs for aspects such as transport and elsctric enerzy shortages which
constitute more or less serious obstucles to the execution of the
development plans recommendsd, the report confined itself to stating
the magnitude of the problem and to stressing that each project and
-vmanufgcturing locality required to be studie in detsil from the point
of view of these aspzets. " Jt wes outside the scope of the repori to
indicste ways and means of solving épecific ProOLomZ,e

The principal recommendaticn advises “he Chilean‘Government to adont
a policy and to take acticn to cresate incen’ives for establishing as soon
as possible large scale pulp and paper inductries based on the exlsting

pinus radiata plantations. Tihis acticn was recommended for two mzin

‘reasons: To improve the balance'of payments -~ since total net foreign exchang:
earalngs would rise by some 15 to 20 per cent -~ and to recover the, value
represented by the existing plantations (about 60 million dellars). Thesa asse
can cnly be entirely sslvaged the ectablishment of a pulp and paper
industry. .The reasons for urgency in so dcing lie in the fach that
plantatiors are rapidly reuaching the average age of moximwr econcmic
return, after which the cost of standing timber will indresce censgiderably
as also the price cf end-products,

The heavy investments ~ particularly in foreign currency - raquired
to carry out these develcpment plans make it essential to enlist the
support of foreign capitél; hence it ies a function of the public'sector
to create the climate and conditions favourzble to fureign capival through
the cencession of facilities for profit rewituances, capital withdrawal
ete,

At the esame time, it is recommaoded that import duties on production
equipnent for this industry should be tepperarily suspeondsd.

Emphasis is also laid on the need to co-crdinabe Chile’s foreig

trade policy with the development ¢f the industry, so that itc exportable

/surpluses of paper
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surpluses of paper products msy be included in trade agreements to be
signed with countries whare 'i-re cormoCities zr: in ghort supply such
48 Argentina,

The importance to Chile of the establishment of a paper products
industry based on ils pinus rgdisba plantations beccmes evident when it
is considered that the net amnual foreign exchunge earnings from this
gector could amount to between 60 and 85 million dollars in the first
10 years of its activity. These earnings wouvld subgequantly rise by 25
per ceni, once assets had been entirely amcrtinzd. This is an important
consideration because Chilel!s total net foreign ewchanze earnings were

in the neignbourhood of 425 m1il,o¢ dollars fn 1553,
ITT . WORK PROGRAOEON PR 1357

The Pulp and Paper Advisory Group had hefore it pending requests,

from the Governzents of Colmrola, Mewd o and Peru, to the effect that
it should meet in order to provide technical assictancs to the authorities
of those countries concerned with developing the pulp and paper industiry.

~ The Group plauns te proceed to Lima, Peru, in May in order to gather
the basic information needed for preparing the study on that éountrye
in the second half of the year it will go to Coloadia and Mexicn fer
the same purpsse, retwmning sibsequently te its headquartzrs at Santiage

e S A

to draft and corpleb be the reports, which should be ready in 1978



