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USWood Demand ExceedsSupply,

CENTER FOR INTERNATIONAL TRADE IN FOREST PRODUCTS

JapantoRebound ExpertsReport

Compiled from articles by Audrey Dixon, ForestWeb

Strong US housing demand continuesto consumeall
that USproducerscan produce, withimportsfillingthe
shortfall; Washington millsare adapting to changing
resource availability; Japan’s economy is set for
recovery; and Chinadominatesdemandfortheworld’s
ocean shipping; werejust some of the conclusions of
the September CINTRAFOR conference.

CIBCWorldMarkets| nc. managing director Don Rob-
erts opened the conference by saying that global
industrial growthin2004“isabout asgood asit gets.”
Robertsrevea ed how uneven global growthhad been
thisyear, with Chinaaround 10% GDP, Japan and the
U.S. each around 4.3%, Canada at 2.7% and the Euro
areaat about 1.7%.

Leadingindicatorsfor theU.S. areall till strong, said
Roberts, and GDP growth is expected to be 3.3% next
year. But brakingforcesinplay includeadebt fatigued
U.S. consumer sector; fading U.S. fiscal stimulus; and
high energy prices.

M ost forecastersseetherebeing fewer housing starts
in 2005, but theoutl ook for 2005 varieswidely between
forcasting agencies ranging from 1.84 million to 1.59
million.

In international markets, Roberts said CIBC predicts
4.6% growth for Japanin 2005. “ Japan isnot the Japan
of the 1990s but it is the U.S. of the 1990s. Japan is
looking at arecovery that is both strong and long.”
Japanisexperiencingitsbest growthyearinadecade,
with strong househol d balance sheets, excellent con-
sumer confidencewith spendingrisingitsfastestin 10
years, loose monetary policy, high property
affordability, and rapid export growth, he explained.

China GDP is expected to grow 9% next year. Itisthe
sixth largest economy and accounts for less than 6%
of worldtrade—but it al soaccountsfor about aquarter
of growth inworld trade. On the downside, Chinahas
serious structural reform challenges in the financial
and stateenterprisesectors, with power, transport and
material shortagessettodecreaseitsrateof expansion
from 2004 levels.

Canada, for which CIBC forecasts GDP growth of
3.1% for next year, isthe most vulnerableto arising
currency, said Roberts. With exports to the U.S.
accounting for about 35% of GDP, it hasseventimes
the exposureof EuropetotheU.S. market, and asthe
C$risesit robs producers of pricing power.

Canadd's share of FDI is also faling, which will
eventually impact Canadian factories. “We expect
Canadatoredly lag U.S. growthin the next couple of
years,” said Roberts. “ It sgoingtobevery difficultfor
the Canadian dollar to stay strong.”

Craig Adair, director of market research at APA-The
EngineeredWoodAssn.,tolddel egatesthatincreases
in demand for engineered wood productsin al mar-
kets in the next five years will mean that even with
North American production set to grow it will till fall
short of demandwiththegap met by imports. Demand
for North American OSB in 2009 will reach 29 bsf of
which 18.9 bsf will go into residential construction.
Production will rise from 24.6 bsf to 28.5 bsf, with
imports rising to 500 mmsf.

All engineered wood products hit record production
levelsinthesecond quarter of 2004. | -joist production
brokethe300millionlineal foot barrier; glulamreached
100millionboardfeet; and L VL exceeded 20millionfts.
Only asmall declineinglulam productionisexpected
in 2005, as nonresidential construction demand will
increase, and production will riseto levels similar to
those of 2004 (389 mmbf) and stay consistent for the
next four years.

Thesoftwood lumber industry can al so expect softer
pricesthisyear and next, as global demand startsto
lag behind supply, according to the Western Wood
Products Association’s director of economic ser-
vicesKevinBinam. ThestrongU.S. and Asiamarkets
will becomeincreasingly attractive to softwood pro-
ducers.

Binam said U.S. lumber demand is forecast to reach
59.7 billion board ft (bbf) this year, up 5% from last
year, falling to 57.2 bbf next year but rising againiin
2006. U.S. lumber production will follow this trend,

continued on page three
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Director’s Notes:

by Ivan Eastin
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Seattle, Washington
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The Center for International
Trade in Forest Products
addresses opportunities and
problems related to the
international trade of wood
and fiber products.
Emphasizing forest
economics and policy
impacts, international
marketing, technology
developments, and value-
added forest products,
CINTRAFOR'’s work
results in a variety of
publications, professional
gatherings, and consultations
with public policymakers,
industry representatives, and
community members.
Located in the Pacific
Northwest, CINTRAFOR is
administered through the
College of Forest Resources
at the University of
Washington under the
guidance of an Executive
Board representing both large
and small companies,
agencies, and academics. It is
supported by state, federal,
and private grants. The
Center’s interdisciplinary
research is carried out by
university faculty and
graduate students, internal
staff, and through
cooperative arrangements
with professional groups and
individuals.
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Burnett
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This summer CINTRAFOR underwent aregular
program review as required under our federal
grant program. Thereview teamincluded distin-
guished faculty from two peer institutions and
theprogramadministrator for theUSDA CSREES
program, Dr. Catalino Blanche. Thereview team
conducted an exhaustive evaluation of
CINTRAFOR, our research mission, and our ef-
fectiveness in meeting our strategic objectives.
At the conclusion of the review process, the
review team noted: “The CSREES Review Team
finds the Center to be a unique, and well-recog-
nized, interdisciplinary international researchand
outreach programwith dedicated and productive
faculty, staff, and graduate students.” Further,
the review team concluded that CINTRAFOR
“hasdevel oped a highly recognized program of
excellenceininter national studieswithadiverse
portfolio of international research.”

The faculty and staff who comprise the
CINTRAFORteamaretobecommendedfor their
dedication and hard work that resulted in
CINTRAFOR being nationally and internation-
ally recognized as a Center of Excellence. How-
ever, thefaculty and staff of CINTRAFOR owean

enormous debt of gratitude to our graduate stu-
dents. While the graduate students oftentimes do
not receive the recognition they so richly deserve,
their contributions to CINTRAFOR have aways
beenacritical part of our success. Overthepastyear,
several people have told to me that they perceive
CINTRAFORto bean overachiever-an observation
no doubt related to the high volume and quality of
CINTRAFOR researchrelativetoitssmall size. This
againisareflection of thesignificant contribution of
the CINTRAFOR graduate studentsto theresearch
program.

CINTRAFOR hasahistory of recruiting, supporting
and graduating high quality graduate students.
Thesegraduatestudentsrepresent abroad spectrum
of nationalitiesandexperiencesandthey havegreatly
contributed to expanding thediversity of thegradu-
atestudent community within CINTRAFOR andthe
College of Forest Resources. Given the important
role of the graduate students to the success of
CINTRAFOR, itisonly fitting that we dedicate this
issue of the CINTRAFOR News to all of those
graduatestudents, both past and present, whohave
had such an enormous impact on the success of
CINTRAFOR. &

“Distinctive Designs” Available

“Distinctive Designs—A Showcase of American
Building Materias’, is now available through
CINTRAFOR onlineand in print. Developed to
provide Chinese designers and end-users with
ideasabout howtointegratewoodandnon-wood
U.S. building materialsinto projectsin China, the
full-color book highlightsthe design flexibility of
U.S. made building materialsin this showcase of
innovative uses design in residential and com-
mercial construction, bridges, andinteriors. The
book is also a useful tool for US companies to
illustrateproduct applicationstotheir customers.

Themorethan50awardwinningprojectsfeatured
in the book represent avariety of countries and
climates, with a diverse range of end-uses and
material combinations. English-Chinesedescrip-
tions that accompany the projects
highlight the design goals and ma-
terials used. Artfully designed
project profilesincludeproject pho-
tos and floor plans.

Companiescan obtain acopy of thebook for $15 by
contacting CINTRAFOR. A pdf of thedocument is
also available at www.cintrafor.org &
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“US Wood Demand” continuded from page one.

ultimately reaching 36.8 bbf in 2006, meaning imports
will increase.

“Other producing nations are going to be hitting the
U.S. and Asianmarkets.” Mark Cederberg, chartering
manager at San Juan Navigation LLC, described how
Chinawas also the new driver of the freight market.

Record China-led cargo volumes and a modest fleet
supply had created afirm market. Delaysin portswere
literally removing shipsfrom themarket, compounded
by such unpredictablesasmassiveglobal grain move-
ments. To predict thedirection of the freight market,
Cederberg said, look at iron oredemand. Steel demand
from Chinaisrising to meet Beijing Olympicsdemand,
whichislikely tomean strong demandfor sometimeto
come. He questioned whether there were enough
ships—especially for the forest products industry,
whichprimarily usesHandysizevessel s, most of which
are older, with replacements not being built either
rapidly oringreat numbers. Demolitionshaveexceeded
deliveriesinthelast few yearsand thefleet has shrunk
by 6.7% in dwt capacity since 1999.

Cederberg concludedby listingindicatorsthat suggest
thetightfreight marketwill last: Europeangrowthisset
to improve; there are positive signals on steel prices,
new iron oreand coal export capacity; Latin American
soyaexports hit arecord in 2004, fleet supply growth
isunder control, though* Chinesedemandisthecritical
factor.”

Conversely, Roy Nott, president of Paneltech Interna-
tional LLC, believesrail transportation is alogistical
opportunity not being fully exploited by the forest
products industry.

Nott said logistics were the key to minimizing asset
requirementsand exploiting potential scaleeconomies.
He said that companies no longer compete with com-
pani es, but supply chainscompetewith supply chains.
Noting that the freight transportation network is be-
coming overburdened, that there was an explosionin
Asian imports, and that a transportation crisis was
looming in the U.S., Nott quoted Peter Tirschwell in
saying: “Until recently, the U.S. has basically been
deaf, dumb and blind to thegrowing problem of freight
congestion that has accompanied the growth and
internationalization of the U.S. economy. Getting our-
selves out of the mess we are now inwon't be simple

or cheap.”

The forest products industry has railcar equipment
specialization/pooling opportunitiesthat are not fully
used and has* many, many opportunitiestoimproveits
multi-modal supply chains. Most have rail compo-
nents.” A

Presentations available at www.cintrafor.org. Full articles available
at www.forestweb.org.

Discrepanciesin Forest
Products Trade Statistics

By Dr. Ivan Eastin and Dr. John Perez Garcia

Wor king Paper 95: DiscrepanciesinForest Products
Trade Statisticsdescribestheextenttowhichdiscrep-
anciesintradestatisticsoccur withintheforest prod-
uctssector and identify areaswhereunusually large
trade statisticsdiscrepancies appear to exist. It also
identifiesfactorsthat contributeto trade discrepan-
ciesand makesrecommendationsto help trade ana-
lystseval uateand better under stand thefactorsthat
contribute to trade statistics discrepancies.
CINTRAFOR gratefully acknowledges funding for
this project from the International Tropical Timber
Organization.

Theliteraturenotesanumber of factorsthat contribute
todiscrepanciesin trade stati stics between two coun-
tries. However, there is no research describing the
relative importance of specific factors in impacting
tradediscrepancies. Thisshortcomingislikely dueto
thefact that the mix of factorsthat influencethetrade
relationship between any two countries tends to be
unique to that trading relationship.

WP95’ s analysis of the trade data demonstrates sev-
eral fundamental characteristicsof thetrade statistics
for forest products. First, the average discrepancy in
the trade statistics becomes smaller as the degree of
processing increases (the difference in discrepancy
ratiowassignificant betweenlogsandlumber andlogs
and plywood but not between lumber and plywood).
Second, theanalysi sshowedthat themagnitudeof the
reportedimportstended to exceeded reported exports.
Third, the statistical analysis found that, while there
was a significant difference between the size of the
tradestatisticsdiscrepancy ratiosbetweendevel oped
andless-developed countriesacrossall threeproducts
combined, on aspecific product basis, thisdifference
wasonly significantinthecaseof lumber. Finally, the
tradestatisticswerestatistically analyzed to establish
a“normal” range of trade stati sticsdiscrepanciesthat
might serve as a guide for trade analysts to identify
unusual discrepancies that might require further in-
vestigation.

Thisresearch clearly showsthat discrepancieswithin
thetrade statistics areto be expected and anticipated
within limits. However, the analysis of the trade data
and the bilateral trade statistics discrepancy ratios
suggeststhat therearesubstantial discrepanciesinthe
trade statistics for logs, lumber, and
plywood. Whilethereareavariety of
reason why we would expect that re-
ported exports would not equal re-
portedimports, themagnitudeof many

continued on page six

Discrepancies
in trade
statistics
become
smaller as the
degree of
processing
increases.



CINTRAFOR
graduate
students have
degrees and/or
certificates in
the fields of:

Wood
Science

Engineering
Forestry
Economics

Environmen-
tal Manage-
ment

Plant Science

International
Studies

Furniture
Design

Restoration
Ecology

International
Development
Policy & Mgt.

Zoology

CINTRAFOR
graduate
students have
professional
experience in
the fields of

Teaching
Marketing
Economics
Forest use
Planning
Carpentry
Interna-
tional Policy

Meat CINTRAFOR’ s Graduate Students

CINTRAFOR relies heavily on it's talented pool of graduate students for the myriad of research that we do. Our
students come from a variety of professional backgrounds and geographic areas. Thisyear we are pleased to work

with nine graduate students.

JamesBarr (USA)
| graduated fromthe University of
New Hampshire with a BS in for-
estry andaminorinenvironmental
and resourceeconomics. | amcur-
rently working on an MSin forest [
economicswith CINTRAFOR. As §
agraduate research assistant with
CINTRAFORI amworkingwithDr, B
John Perez-Garciaonastudy of thesawmill i ndustry in
Washington state. | hopeto focus my thesiswork on
devel oping growth projectionsand financial model sof
theforestry sector usinganecosystemapproach. This
supports my career goals of working in small scale
forest consulting or for anon-profit landowner.

Jeff Xiaozhi Cao (China)

| attended Nanjing Forestry Univer-
sityin1995withamajor in Furniture
and Interior Design. By my gradua- |
tion in 2002, with an MS in Wood 8
Scienceand Technology, | hadwon
several honors, including the first
place award in anational furniture
design contest and several college
scholarships for academic excel-
lence. Upongraduation, | workedas
an intern for the Softwood Export Council and the
American Hardwood Export Council where | assisted
with business tours and public relations for US wood
suppliersmarketingtheir productstotheChinesehome
furnishings industry.

Followinggraduation, | attended Oregon StateUniver-
sity wherel wasawarded afellowshiptopursuemy MS
in forest products marketing. Working with Dr. Eric
Hansen, | studied new product devel opment andinno-
vationin China sfurnitureindustry. Duringthistime,
| was aso involved with a Softwood Export Council
sponsored study on wood usein furniture making as
well as the development of a marketing strategy for
treated wood in China. | joined CINTRAFOR as a
doctoral student in October 2004 and am working with
Dr. Ivan Eastin onastudy of thedistribution channels
for wood products in China. My current research
interestsarefocused onforest productslogisiticsand
distribution in the East Asian region.

Indroneil Ganguly (India)

| am a Ph.D student in the Forest
Product Marketing program. My
concentration is in international
tradeand market modeling. | have
a Certificate in In- S
ternational Devel-
opment Policy &
Management from
theDaniel J. Evans

School of Public Affairs, University of Washington. |
received my undergraduate degree in economics and
an MBA with specidizationin marketing, from premier
educational institutesin India. Before coming to the
US, | worked for the Government of Indiaasa“Y oung
Professional” from 19980 2000, andlater, from 2000to
2002, with aleading NGO asthe manager of marketing
andresearch. Duringthisperiod| workedoneconomic,
social and sustainability aspectsof forestry programs
inindia.

| am now working asaresearch assistant with Dr. Ivan
Eastin. The projects that | am working on include
analysis of various aspects of domestic and interna-
tional wood-product markets. My competence is in
applying analytical techniques to solve marketing
problems. | havetrainingintheapplicationof anumber
of statistical packages. Therecent awardsthat | have
received include the Lawrence Ottinger Forest Prod-
uctsEndowed Fellowshipandthe Simpson Centennial
Endowed Scholarship in Forest Products Business
fromtheCollegeof Forest Resources(2002—-2003) and
ascholarshipfor studiesabroad from Cal cuttaUniver-
Sty (2002).

Jean Daniels(USA)

| began my career inforestry asa
Municipal Arborist with the City
of Houston. | left that positionto
pursueaPh.D. inForest Econom-
ics though CINTRAFOR at the
University of Washington. Un-
der the guidance of my advisor,
Dr. John Perez-Garcia, | have
authored two publications
through the U.S. Forest Service, titled “Assessing
Socioeconomic Resiliency in Washington Counties’
and “The Rise and Fall of the Pacific Northwest Log
Export Market”, respectively. In addition, | have
compiledatradedatabasefor all wood productsbased
on U.S. Department of Commercetrade data. | expect
to assume a position with the U.S. Forest Service
Pacific Northwest Research Station in Portland focus-
ing on trade after completing my degree in 2005.

Farzana Nahrir (Bangladesh)

| amagraduate student in Forest
Economicswith CINTRAFORin ¥
the College of Forest Resources.
| amagraduateresearch assistant
working with Dr. John Perez-
Garcia. My researchinterestsare
inthefieldsof tradeflow analysis
and trade policy of forest prod-
uctsinthe US. Prior to pursuing
graduate studies with CINTRAFOR, | completed my
BA degreein Environmental Studiesinmy homecoun-
try of Bangladesh. Following graduation | worked for
a local non-governmental organization engaged in
natural and human resource devel opment activities.




continued from previous page

EricPeterson (USA)

| amafirstyear studentinlnter-
national Forestry in the Peace
Corp’s Master’ s International
Program. Someof my interests
includecommunity forest man-
agement and adjacent collabo-
rative management arrange-
ments, forest certification, and
forest management with con-
servation incentive agreements.

My moveto Seattle isthe culmination of amyriad of
travels and experiences. Alongtheway, | have had
the privilege of working alongside the director of an
orphanage in northern Thailand, a member of the
German Parliament (Budestag), anature center direc-
tor inthe German Black Forest, acarpenter in central
Colorado, elementary school teachers in Colorado
Springs, and afireinformation officer in Grand Teton
National Park. Whileliving in Seettle | ook forward
toexploring opportunitiesat the UW and throughout
theregion, including my perennial hobbies of alpine
skiing and mountain biking.

Annalissa Ritchie (USA)

My environmental aspirations
started before grade school as
my friend and | would rush to §
savethenewtscrossingtheroad
before the cars came barreling
down to make bookmarks of &
them. The human/landscape
interface has remained of great
interesttome. | receivedaBSin
Zoology and have worked for various entities on
salmonidmonitoringandresearchinthePacificNorth-
west. Whilein school, | also received acertificatein
restoration ecology and developed a keen interest
and desirein affecting a positive change in the way
the landscape and resources are used as well as an
understanding of how many different socio-economic
factors comeinto play.

| am pursuing a Peace Corps Masters I nternational

degreein International Forestry from the College of

Forest Resources. Through this degree | hope to

addresstheissues of sustainable development, eco-

logically based resource management and restora-

tion. Thetwo year stint in Peace Corps should offer

new insightsintotheseissueswhileaffording oppor-

tunities to exchange knowledge and work with a
community indevel oping sol utionstoresource/envi-

ronmental problems.

AliciaRobbins (USA)

| joined CINTRAFOR in 2001
when | cameto the UW to pur- &
sueconcurrent Mastersdegrees i
in International Studies and §
ForestEconomics. Workingwith
Dr. John Perez-Garcia and
CINTRAFOR hasenabledmeto
focusonmy interestsininterna-

tional tradeand natural resourcevaluation. | anaco-
author of CINTRAFORWP94 (ChinaWoodandBuild-
ingMaterial sMarket Sourcebook). | alsowroteareport
summarizingthefederal, state, andlocal environmental
policiesthat affect forestry and forest practicesinthe
Pacific Northwest. My Mastersthesishasfocused on
measuring consumer interest in paying for renewable
building materials in new home construction. This
summer | completed my Master's in International
Studiesand havejust completedwork onmy Master’'s
thesisin Forest Economics. | also hold aBA in East
AsianLanguagesand Culturesfrom ColumbiaUniver-
sity. Thissummer | receivedafellowshipfromNational
Chung Hsing University in Taiwan to participate in
their Summer Program in International Management,
held in Taichung, Taiwan.

Daisuke Sasatani (Japan)
| was born in Osaka, Japan and £
attended Osaka Prefecture Uni-
versity, earning my Bachelor's
degreein plant science. | then &
attended Y aleUniversity wherel #
studied environmental econom-
ics, policy and business and
earned aMastersdegreein Envi-
ronmental Management. | am
workingwith Dr. lvan Eastinand
CINTRAFOR on asecond Mastersdegreeininterna-
tiona trade and marketing. As a CINTRAFOR re-
search assistant | am interested in conducting market
research on the trade of wood productsin East Asia.
My current research focuses on the environmental
perception for timber products among Japanese con-
sumers.

Josef Kolar

CINTRAFOR MournsA Friend

| amdeeply sadtoreport thedeath of agoodfriendand
colleague, Josef K olar, who passed away at thebegin-
ning of December. Josef and | studied together as
graduate students with CINTRAFOR and | came to
haveadeeprespect for Josef, bothasafellow graduate
student and asaclosefriend. Originally from Czecho-
slovakia, Josef earned an MS in Wood Science and
Technology fromtheUniversity of Forestry andWood
Technology in Zvolen in 1981 and a second MSin
Forest Products Marketing with CINTRAFOR at the
University of Washingtonin 1989. Following gradu-
ation, Josef worked asaSal es/Purchasing manager for
alocal veneer distributor from 1988 to 1997. In 1997
Josef wasadmittedinto theforest productsmarketing
doctoral program at CINTRAFOR and wasawarded a
highly competitive USDA Doctoral Fellowship. Josef
was stricken with Multiple Sclerosisin 1991 and the
progression of thediseaseforcedhimto
withdraw from his doctoral program in
2001. Josef touchedthelivesof everyong A A A A
within CINTRAFOR and wewill deeply| A A p=a
misshim. A A A 5/\
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forest man-
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Sustainable
development



China’s
housing
starts, which
reportedly
reached 22
million last
year, were
projected to
grow to 26
million by
2005.

“ Forest Products” continued from page three

of the bilateral trade statisti cs di screpancies appear to
defy conventional explanations. Clearly a more in-
depthanalysisof theseproblematictradeflowsshould
to be conducted to determine their causes and, in the
process, beginto develop recommendationstoreduce
these trade statistics discrepancies. Despitethe diffi-
cultiesassociatedwithreconcilingtradevol umes(based
on differences in the types of measurement systems
used in different countriesand thelack of timely data),
we recommend that any trade statistics discrepancy
analysisconsider boththeval ueof tradeand volumeof
trade. Finally, thereport providesalist of factorsthat

could be used to guide an analysis of trade statistics
discrepancies.

Inresponseto thesefindings, thelnternational Tropi-
cal Timber Organization has studied the trade datain
a number of countries. They are working with their
counterpartsintradepartner countriestotry toresolve
some of the issues raised in this Working Paper. A
report of the 11 national country studies will be pre-
sented at the ITTO Council Session to be held in
Y okohama Japan in December 2004. 4

China Sourcebook: An Introduction to the Chinese
Resdential Congtruction and Building MaterialsM arket

China's economic development over the past two
decades has dramatically changed its position in the
world economy. Policies to encourage international
tradeand stimulateconsumer spending havecreateda
booming economy and elevated Chinato the seventh
|eading trading nation in theworld. While the econo-
miesof theUS' sother leadingtrading partnerssuchas
Japan and the European Union have declined or re-
mained flat in recent years, China sGDP hasgenerally
remained greater than 5%for thepast decade. Working
Paper 94: China Sourcebook: An Introduction to the
Chinese Residential Construction and Building Ma-
terials Market provides the reader with information
about China’'s housing market , opportunities for ex-
porters, obstacles, and competition.

Housingreformshavebeenaleading driver of growth
for China's economy. The shift from state owned
housing to privateownershiprelieved thegovernment
of the financial burden of providing housing and
createdasizableindustry. Beijingaloneiscallingfor the
development of the housing industry as a means of
increasing itscurrent 6% share of GDPin 2001 to 10%
by 2010.

Between 1978 and 2000, per capita living space rose
from 3.6 nd to 10.3 mi. The government hopes to
increase urban per capita living space to 25 n#, or
approximately 72 n?per household by 2005. The gov-
ernment expects to build 1.5 billion square meters of
residential building space from 2001 to 2005.

Concrete, steel and brick have been the
dominant building materialsinthe mod-
ern era. Wood frame construction has
not seenmuch penetrationandwill likely
only beattractiveor affordabl eto upper
classChineseandtheexpatriatecommu-

nity for the foreseeable future.

Opportunities exist for US building materials and
housing companiesinthe Chinesemarket, but export-
ersmust understand that it isachallenging marketin
termsof cultural barriersand complicateddistribution
systems. It isestimated that agrowth rate of 15-30%
will besustainedinbuilding material sfor severa years
to come, growing from US$24 hillion to $71 hillion
between 2001 and 2005.

TheMinistry of Construction hasrecently approved
“greenbuilding” guidelines, andispromotingenergy
saving, recycled and renewable building materials.
Thisinitiative could prove to be a useful marketing
tool for expanding imports of wood-based building
materials. Initiativesare also being adopted to elimi-
natetheuseof clay bricksandtophaseout unfinished,
or shell housing infavor of turnkey residences. This
policy will takeeffectin Shanghai by 2005andindustry
expertsexpect thepolicy toexpandto other cities. The
policy may result in adecline in the number of small
interior finish companies as construction companies
expand to fill the new niche.

Qualityissuesareacentral areaof concerninChina' s
housing industry. The National Bureau of Statistics
reportsthat only 30% of al constructionin 2000 was
of “high” quality. Many Chinese consumers have
expressed concern over issues regarding the safety
and durability of their homes, malfunctions, and com-
fort. As Chinese homebuyers become more affluent
and well traveled, quality and comfort are certain to
become important factors in consumers decision-
makingprocess. A
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