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EXECUTIVE SUMMARY

Forintek Canada Coiporation is a not-for-profit corporation 
established in 1979 as Canada’s National Wood Products Research 
Institute. Forintek is sustained by core funding from forestry 
companies, the federal government and some provincial 
governments. Specific projects are funded by interested companies 
and provincial governments. Ontario is not currently a Forintek 
participant.

Forintek’s chief current challenge relates to the critical uncertainty 
actng the wood products industry in the 90’s. Chronic overcapacity, 

falling prices, and dated technology have eroded the Canadian 
industry’s competitive position.

In Ontario, the challenge is particularly acute. In Northern Ontario, 
some 35-40% of total employment is directly or indirectly related to 
^ v u ln e ra b le  industry. A recent study indicates for example, that 
17 Northern Ontario sawmills, which account for 80% of the 
Province s spruce-pine-fir production, are operating near, at, or 
below the break-even point, with economic conditions deteriorating.

The chief hope for averting an imminent, wholesale industry shake
out in Northern Ontario is a proactive, technology-based 
restructuring. This can be achieved through some capital upgrading 
and significant worker retraining to preserve existing jobs in 
Northern Ontario communities.

This technological restructuring will shift the emphasis on Ontario’s 
wood products industry from raw commodity export to value-added 
processed product export and domestic use. The industry will be 
repositioned to compete effectively as a secondary producer, as 
opposed to functioning in the primary resource-extraction at which 
the Ontario industry can no longer compete. In this manner, current
jobs will be retained, and new ones added in communities where the 
industry is active.

TTie restructuring will also meet environmental challenges that are 
changing the face of the forestry sector as a whole. New 
technologies involving the recycling of waste wood will play a key



role, as well as significantly reducing the output of waste wood into 
municipal dumpsites. Better conservancy of the forestry resource 
will be a key benefit of the restructuring.

In developing this new environmental technology, Ontario will
create further employment and services with export potential for the 
future.

Forintek is well advanced in the laboratory research that will 
underlie the needed restructuring. The current need is for 
government to become a sustaining member of Forintek and to 
participate in pilot projects that support industry restructuring.

Ontario government participation will contribute to the achievement 
of several key public policy goals:

• job protection
• training and adjustment
• less garbage
• building a stronger Northern Ontario

Forintek



I* ONTARIO'S WOOD PRODUCTS INDUSTRY IN TRANSITION

H e  wood products industry in Ontario is a $3 billion business providing annual 
employment for 28,000 people, whose salaries and wages total $700 million 
annually. The industry is vital to communities in the northern part of the 
Province where the resource is harvested and converted to primary product.

The 1990s are already proving to be a decade of deep uncertainty for the 
industry. As with many sectors of the Canadian economy, it is facing increasing 
international competition, a changing resource base, growing public demand for
more environmentally sensitive practices and a labour force whose skills need 
upgrading.

The challenge facing Ontario’s wood products industry is real. A recent study of 
Ontario Spruce-Pine-Fir (SPF) sawmills by W.B. Trusty and Associates examined 
17 mills accounting for 80% of SPF production in Ontario. Trusty found that
more than half of the mills were operating close to the break-even point or below 
in 1988.

The difficulties facing these mills are part of a larger context of challenges for 
the wood products industry. North American lumber manufacturing capacity 
exceeds demand by 10 billion board feet. Real softwood lumber prices have been 
declining since the 1960's. Lumber mills in Ontario and other eastern provinces 
have survived the last five years mainly because the demand for and the price of 
chips have been strong. Over this period, chip sales have accounted for 45 
percent of the product shipped and approximately one third of sawmill revenues. 
But as newspaper publishers use more recycled newsprint and demand for 
newsprint weakens as a result of the economic downturn, the demand for wood
chips will fall. This could force closure of many of Ontario’s already marginal 
mills. 6

A further erosion of the competitive position of northern mills could have a very 
senous long-term effect on northern workers, families and communities.
Although wood industries in Ontario account for only three percent of total 
provincial employment, the industries’ importance is much more pronounced in
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Northern Ontario where more than 8,000 people are directly employed in 
logging and sawmill operations. Direct employment in wood industries alone 
(excluding pulp and paper and allied industries) accounts for approximately 20 
percent of all employment in Northern Ontario. Even a conservative multiplier 
associated with this direct employment indicates service industry employment 
(banking, retail, professional services and education) of another 6 - 8,000 jobs. 
Direct and indirect employment as a result of the wood products industry is 
therefore estimated at 35-40 percent of total employment in Northern Ontario. 
The collapse of this industry would carry extreme economic and human costs.

The Ontario industry operates in a global context regarding investment, new 
technologies and markets. It faces increasing competition as a result of creation 
of new trading blocks and patterns, emergence of non-tariff barriers and growing 
world-wide environmental concerns. Engineered non-wood materials in 
increasing numbers and diversity are replacing wood in its traditional markets.

The key to averting a general collapse of the industry is incorporating more 
technology into the manufacturing and marketing of wood products, to extract 
more from the resource during manufacturing, and to add quality and value so 
the product is suited to markets and uses not previously exploited.

In a climate of global competition, technology is playing an increasingly 
important role in creating the competitive advantage that sustains jobs and quality 
of life. By applying technology to the forest product sector — one in which we 
are already a major player internationally — Ontario has an opportunity to 
“build on strength.”

Forintek, a non-profit grouping of forestry companies with government support, 
would like to work with the Government of Ontario on the development of 
technologies, systems and products for applications within the Province and for 
export. This submission seeks a commitment from the Province to join with the 
federal government, other provinces and the wood industry in supporting the
cooperative approach to wood research for a revitalized Northern Ontario 
economy.
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i) I I .  THE FORINTEK PARTNERSHIP

A . The P u rpose of the Partnershin

Forintek Canada Coip., a not-for-profit corporation, was established in 1979 as 
Canada’s National Wood Products Research Institute. The Coiporation’s mission 
is to be the leading force in the technological advancement of the Canadian Wood 
Products Industry through the creation and implementation of innovative 
concepts, processes, products and educational programs.

Forintek has laboratories in Vancouver and Ottawa, and Regional offices in 
Edmonton and Quebec City. In the solid wood product sector, the development 
and application of science and technology is the mandate of Forintek Canada 
Corporation. Forintek’s research and development program represents over 60% 
of Canadian investment in research in this sector.

The objective of the Corporation is the development of innovative products and 
processes to assist industry in their efforts to expand markets and improve 
utilization of the forest resource. An important component of Forintek’s mandate 
is the development of data and information in partnership with accredited 
agencies of governments in Canada and abroad. This activity is in support of 
internationally accepted codes and standards for forest products and their 
application.

B- Supporting the Partnership

Forintek fulfils its mission through a business-government partnership that 
provides funding and facilitates technology implementation. The partnership 
includes over 75 percent of the wood products industry across Canada, the 
federal government through Forestry Canada and the provinces of British 
Columbia, Alberta, Manitoba, Quebec, New Brunswick and Nova Scotia.
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All members, including private companies and government, contribute to the 
corporation annuaUy in accordance with a formula established to cover annual 
operating costs, currently running at about $14 miUion. Under this agreement, 
the federal government contributes 50 percent of the annual operating revenue 
and the provinces and the industry each contribute 25 percent This funding is 
intended to cover normal operations considered to be of benefit to aU members 
and maintain a core of R&D expertise.

Laboratory work is conducted by Forintek and cooperating laboratories, while 
mill trials, scale-ups and testing are carried out in the private partner’s facility. 
This cooperative approach has proven to be a cost-effective means of translating 
laboratory technology into commerciaUy-available products and processes.

In addition to conducting ongoing research that has the potential to benefit aU 
members regardless of geography, wood species, or products, Forintek addresses 
the particular needs of government and private companies. Special project 
research associated with the development phase of new product or process 
technology is funded directly by interested supporters only. In many cases, 
provincial governments take the initiative on projects that affect their 
jurisdictions or where more rapid advancement in a particular area is 
w arranted. Forintek works with provincial officials, industry 
representatives and universities in the province to establish the
param eters of the research, develop the work plan and establish a 
budget.

C . Ifai?.Results Of the Partnership

Forintek, in alliance with Canadian universities, the National Research Council, 
federal and provincial research organizations, high technology companies and 
miU operators, has made significant contributions to the technological 
advancement of the Canadian wood products industry.
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Some of the highlights include:

• . Forintek received a Certificate of Merit in the Inventions category of the 
prestigious Canada Awards for Business Excellence Program in 1987, 1988 
and 1989.

Forintek research has led to the development and commercialization by a 
Canadian firm of the first moisture sensor capable of sorting lumber in the 
mill based on moisture content under all operating conditions (i.e. frozen 
in winter, unfrozen in summer).

Forintek research has supported the construction of the first manufacturing 
facility m the world to produce laminated veneer lumber from hardwood 
(in this case aspen).

Forintek research has developed a number of new composite product 
technology innovations including a dimensionally-stable “oriented strand 
board (OSB)/waferboard” product, and adhesives that bond veneer and 
wafers at higher moisture contents. These technologies are providing 
opportunities for manufacturing and product improvement of composite 
and engineered wood products that are the way of the future for adding 
value to the forest resource.

Forintek research has enabled industry to take corrective action to deal 
with the concerns of customers, unions, governments, environmental 
groups, and the general public regarding the use of chemicals to preserve 
Canadian export lumber during shipment and storage.

Innovations in lumber production technology, training programs and 
industry seminars have supported the industry’s goal of continued high 
quality at minimum cost. This work has included programs and technology 
to improve kiln-drying and development of a patented adjustable sawguide 
that was licensed to a Canadian firm.

5
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Data developed by Forintek’s wood engineering program has enabled the 
wood industry to ensure that foreign codes and standards agencies deal with 
Canadian wood products in an equitable manner. This is particularly
relevant with the new codes now being finalized for the single European 
market.

Forintek research is developing information to enable industry to enhance 
its effort to market wood as a cost-effective, environmentally-friendly 
construction material. The large and growing market for low-rise 
commercial and light industrial buildings, which to date have tended to be 
constructed of concrete and steel, is the target.

• An alliance between Forintek and the National Research Council has led to
new understanding and the capability to model the fire endurance of wood 
buildings.

These examples demonstrate that over the past decade, the cooperative efforts of 
governments and industry, through the Forintek Partnership, have produced 
many new innovations. Taken together, these have improved the efficiency of 
Canadian mills, protected our market and jobs, improved safety in the workplace, 
enhanced job quality, improved management of the forestry resource and 
enhanced overall environmental quality.

I I I .  MEETING THE CHALLENGE

Meeting the challenge of the 1990’s requires integrating technology into the wood 
products industries manufacturing and marketing strategies.

A . The Bridge to the Future

Ontario’s wood product industry, like much of the Canadian industry, has a raw 
commodity focus, whereby product strategy depends on being the lowest cost 
producer. The Ontario industry does not have the scale, resource quality or

6
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efficient and modem plants to be the lowest cost producer. A restructuring of 
the Ontario industry is therefore underway.

Manufacturing quality, efficiency and flexibility are essential ingredients of an 
internationally competitive industry. Ontario’s sawmilling industry has failed to 
maintain the investment in state-of-the-art technology required to maintain their 
competitive position. However, there is at this time an opportunity to make gains 
in the short term by incorporating recent technological advances into the
manufacturing process and re-training the existing labour force to get the most 
out of the new technology.

These advances in manufacturing technology should allow the industry to recover 
(5-15%) more product from the resource harvested. This efficiency gain will 
also help extend the forestry resource.

Ontario s lumber industry must be understood in perspective. The North 
American lumber market to which it sells most of its current product has a 
capacity to produce 54 billion board feet annually. The North American demand 
is estimated to be approximately 44 billion board feet. This leaves the North 
American market with a surplus of 10 billion board feet. Ontario’s lumber 
production is estimated to be 2 billion board feet annually. During the decade of
the 1980’s, the forest industry increased productivity by 40% while real prices 
declined by 30%.

StrategicaUy, Ontario must evaluate alternatives to raw commodity products as
lumber prices will continue to decline in real terms. The question we must now
address is: “How can the Ontario industry move from a commodity to a value- 
added focus?”

A M arket Driven A nprna^

The reality of the present global market requires that some of the industry shift 
away from the commodity product focus. Nowhere is this more critical than in 
Ontario, which of all provinces is least effectively positioned to compete on a

7
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commodity basis. Shifting away from commodities requires that we add value to 
our products so they are suited to markets and applications previously not 
explored by the industry.

For example, a project conceived by the Town of Prescott, and supported by 
Forintek and Noranda, will test the European market for hardwood. Currently, 
the output of hardwood mills in Ontario, Quebec and New York State is rough 
sawn, random species, lengths and widths. The wood is converted to finished 
products such as flooring, furniture wood, cabinet material and other value-added 
forms by others. In Ontario alone, there are over 400 small hardwood mills 
producing rough lumber. The Prescott initiative seeks to add value prior to 
export by locating the finishing industries here. Wood products will be 
manufactured and shipped to Europe and Japan at several times the value of 
rough lumber.

Prescott is an ideal location for the construction of a forest products industrial 
park because suitable land is available at the Ontario Government Land Assembly 
and the Ports Canada site on the St. Lawrence Seaway. The port is currently 
under-utilized, and has excellent rail, highway and water access from Ontario, 
Quebec and New York State. In addition to providing added value to Ontario 
lumber, the project could lead to the creation of wood-related industries such as 
furniture manufacturers and cabinet companies.

This is one example of the opportunities. Other opportunities based on value- 
added offer equivalent potential for softwood.

C - Using Ontario’s Competitive Advantage to Create Wood 
Products E x p o r t

Ontario is uniquely positioned among the provinces to foster the emergence of 
new wood-related industries. With nearly 10 million people and excellent access 
to major markets, Ontario is large enough to support emerging industries.
Products and processes could be tested and perfected in the Province prior to 
being offered in the export market. Once new markets are established, Ontario 
could continue to serve as the pilot market for new products and new 
technologies.
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The Canadian Wood Products Industry has identified the light industrial 
construction market (4 storey or less light industrial buildings) as a major target 
for increased consumption of wood products (currently wood products are used 
to a limited degree in the non-residential market). Ontario is Canada’s largest 
market for this type of construction and provides a unique opportunity for the 
industry to develop the products, components, systems and design tools required 
to compete effectively in this market place. Forintek believes that success in this 
field will be dependent on the ability of the industry to provide the consumer 
with tum-key systems. The industry could become a value-added exporter of 
budding components rather than a shipper of commodity lumber.

The automotive industry provides a good example of what a modular wood 
building industry could look like. Research and development could be conducted 
as a centralized initiative and components/modules manufactured in plants located 
throughout the province. With just-in-time delivery, better quality control, and 
reduced erection time, assembler costs would be significantly lower. Ontario 
could serve as a test market for this new approach.

In addition to tailoring our lumber for the European market, Forintek believes 
that the vast stands of mixed hardwood and softwood trees in Ontario can be used 
to produce scores of products that will meet the needs of residential and non- 
residential builders. Products such as wooden I-beams, panelling, laminated 
veneer lumber and other composite products that are independent of wood 
species or tree diameter could be developed and m anufactured in the 
north. Such products would be competitive with steel and concrete for many 
applications in non-residential construction and therefore would not erode 
existing markets for northern lumber. To achieve this, however, industry will 
have to invest considerable capital to modify, and in some cases replace existing 
facilities. These new industries will be competitive over the long term and will 
provide quality jobs and product exports for Ontario.
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IV . WOOD RESEARCH & THE ENVIRONMENT

Product acceptance in all sectors is increasingly influenced by the environmental 
considerations associated with manufacture and disposal. As with all materials, 
there are environmental advantages and disadvantages to wood. On the positive 
side, wood products are a renewable resource. In addition, the energy required 
to harvest and convert the raw material to a construction product is very low 
compared to other materials such as steel. Canadians also possess a wealth of ■ 
knowledge related to the use of this material in residential construction and can 
achieve very high levels of energy efficiency in the heating and cooling of these

The chief environmental negative is the disposal of wood and forest products; 
these are a major component of our nation’s waste stream. Wood products 
account for 4.2% of the material destined for our landfills, while paper 
represents 36.4% of the material entering these sites. In some locations in 
Ontario, these materials represent an even larger portion of the waste stream. 
The value of fiber discarded is estimated at $625 million per year (assuming the 
cost of round wood at $50/m3), with tipping fees as high as $875 million.

However, new wood technologies will considerably mitigate the environmental 
difficulties noted above. In the context of reuse and recycling, technological 
advances will provide an opportunity to convert waste wood, and waste paper 
into useful, value-added products. For example, wooden pallets and crating are 
a major source of waste. The automotive industry alone uses thousands of tonnes 
of wooden pallets and crates per year, most of which ends up in municipal 
dumps. In recent years, tipping fees have increased to the point that companies 
are now exploring options to traditional landfill disposal. Forintek is currently 
working with one Ontario company to develop new pallets using a wood-based 
fibre-mat that is suitable for repeated use and can be recycled in the 
manufacturing process that produces these pallets.

Another key waste component — newspapers — has been the focus of much 
attention by environmentalists and governments in Canada and the United States. 
Many municipalities now require, or are in the process of requiring, that many

buildings.
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paper products contain a certain percentage of recycled fiber. Newsprint 
recycling is expensive and the process itself has several negative environmental 
implications. Specifically, the cost of a de-inking facility is in the order of $200 
million, and the treatment of the residue and reworking of the newsprint requires 
large amounts of water and electrical power. The cost of transporting 
newspapers to mill sites where they can be de-inked and reprocessed, and the 
environmental impact of the fossil fuel consumed during transportation, are 
unnecessary and undesirable.

Forintek has recenüy demonstrated, in the laboratory, that it is possible to make a 
high quality fibre board from waste paper. This product is made from non-toxic 
resins and newspaper, and is strong, water resistant and environmentally 
sensitive. The newsprint does not require de-inking, so pollution treatment 
facilities are not necessary and consumption of large quantities of significant 
water and electrical power is avoided.

Other problems can be overcome by developing composite products that are a 
blend of wood and non-wood materials. Panels that are fire resistant, water 
resistant and have low sound transmission can be made by combining wood and 
slag cement (a waste product from the steel manufacturing process). Panels of 
other properties can be made by combining wood and plastic materials. Once 
again, the plastic used for the manufacture of these products could be low-quality 
material extracted from the recycling stream.

Development of these products provide an opportunity for the wood product 
industry to become more competitive and also create the potential for Ontario to 
generate new jobs in the fields of engineering, marketing and management 
Technology developed to convert wood and waste material into valuable building 
products could be exported to other countries with similar problems.

V . FORINTEK AND THE GOVERNMENT OF ONTARIO

The challenge facing Ontario’s wood products industry is real. The chronic glut 
in the North American lumber industry is worsening and prices for lumber in
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real terms are continuing to decline. The industry in Ontario has survived the 
last five years because the demand for, and price of, wood chips has been high. 
This position will be sharply eroded over the next 18 months.

There is a high probability that up to 50 percent of Ontario sawmills will be 
forced to close within the next two years. Such action would result in thousands 
of families being forced to consider relocating to other parts of Ontario, or 
elsewhere. The impact on communities would be felt well beyond those directly 
employed in logging and sawmill operations.

Northern Ontario has an abundance of mixed hardwood and softwood that is well 
suited to the production of composite wood products. The industry, however, is 
not geared to such applications. The north also has large resources that are 
considered worthless but with new technology can be used with wood fiber in the 
production of wood-based building materials. Construction materials can also be 
manufactured from waste wood and waste paper, which are in abundant supply. 
Indeed, these products together account for 50 percent of the current waste 
stream delivered to urban landfill sites.

Forintek has the expertise and, in some cases, the existing technology to produce 
valuable construction products from waste items and timber stands previously 
considered of little value. Forintek would like to work with the Government of 
Ontario on the development of technology, systems and products for domestic 
applications and for export. Research offers us the opportunities to make optimal 
use of the forests, to protect and enhance jobs in the north and to contribute to a 
healthy environment.

In addition to sustaining and creating employment, manufacturing in Ontario has 
the opportunity to create new quality jobs in engineering, marketing and 
management

In conclusion, a technology-driven restructuring of the Ontario wood products 
industry is the main alternative to a wholesale shakeout Forintek is committed to 
effecting a proactive restructuring, alone and in partnership with project- 
participating governments and businesses. Forintek believes that this
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restructuring offers a real opportunity for the Government of Ontario to take a 
regional, economic and environmental initiative that will demonstrate leadership 
in these policy fields.

The governments and private sector members of Forintek would welcome 
Ontario as a sustaining member and as a partner in specific projects. We are 
confident that significant public policy benefits will flow from provincial 
participation in these efforts, and look forward to more detailed discussions.
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