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 6 RUSSIA’S COMPETITIVENESS AND BUSINESS CASE

  GLOBAL COMPETITIVENESS

  LOG COST TRENDS:

฀ ฀ ฀ •฀ Infrastructure,฀
฀ ฀ ฀ •฀ Transportation฀distances฀and฀costs฀to฀mills
฀ ฀ ฀ •฀ Role฀of฀government:฀financial฀assistance฀in฀ 
฀ ฀ ฀ ฀ infrastructure฀costs

  COST BENCHMARKING:

฀ ฀ ฀ •฀ Russian฀Saw฀Log฀Costs฀
฀ ฀ ฀ •฀ Russian฀Sawmilling฀Costs
฀ ฀ ฀ •฀ Sawmill฀Cost฀Comparison฀of฀Russian฀Logs:฀Sawn฀in฀ 
฀ ฀ ฀ ฀ Russia฀versus฀China
   -฀Log฀&฀Lumber฀Transportation฀Costs
฀ ฀ ฀ -฀Estimated฀delivered฀log฀prices฀and฀EBITDA฀margins
฀ ฀ ฀ -฀Sawmill฀residuals฀(chips,฀sawdust,฀shavings,฀bark)
฀ ฀ ฀ -฀Sawmill฀productivity
฀ ฀ ฀ -฀Labour฀and฀work฀force฀quality
฀ ฀ ฀ •฀ Russian฀Sawmill฀Cost฀Benchmarking฀Results฀

 7 INVESTMENT TRENDS AND RISKS

฀ ฀ A.฀CApITAL฀InvESTmEnT฀TREnDS฀&฀EffECTIvEnESS
฀ ฀ ฀ •฀ Harvesting
฀ ฀ ฀ •฀ Log฀processing
฀ ฀ ฀ •฀ Added฀value
฀ ฀ ฀ •฀ Biomass฀Utilization฀(pellets,฀biomass฀steam฀plants,฀etc.)

฀ ฀ B.฀InvESTmEnT฀RISkS฀In฀THE฀RUSSIAn฀foREST฀InDUSTRy:
฀ ฀ ฀ •฀ Legislation฀and฀Institutional฀Risks
฀ ฀ ฀ •฀ property฀Rights฀and฀Criminality
฀ ฀ ฀ •฀ privatization฀Shortcomings฀
฀ ฀ ฀ •฀ Lack฀of฀Transparent฀Legal฀process
฀ ฀ ฀ •฀ Lack฀of฀financial฀market฀Development
฀ ฀ ฀ •฀ political฀Risk
฀ ฀ ฀ •฀ Social฀Responsibility
฀ ฀ ฀ •฀ Government฀policy฀Direction฀and฀Initiatives

 8 oBSERvATIonS฀AnD฀DIRECTIon฀of฀foREST฀
฀ ฀ InDUSTRy฀REfoRm฀AnD฀InvESTmEnT

 1 INTRODUCTION AND OBJECTIVES 

 2 ExECUTIvE฀SUmmARy

 3 BACkGRoUnD/CURREnT฀InDUSTRy฀SITUATIon
฀ ฀ EConomy฀AnD฀BUSInESS฀TREnDS

฀ ฀ TImBER฀RESoURCE฀(SpECIES฀AnD฀foRESTS)

  LOG HARVEST AND EXPORTS

  SAWN LUMBER:

฀ ฀ ฀ •฀ production฀and฀Export฀Trends
฀ ฀ ฀ •฀ Russian฀Housing฀Starts฀and฀Domestic฀Lumber฀฀
฀ ฀ ฀ ฀ Consumption

฀ ฀ pLywooD/pAnELBoARD฀pRoD’n฀&฀ExpoRT฀TREnDS

  VALUE-ADDED TRENDS

  ILLEGAL LOGGING ISSUE

฀ ฀ foREST฀CERTIfICATIon฀TREnD

  BIOMASS AND PELLET TRENDS

 4 RUSSIAN LOG EXPORT TAX CHANGES AND 

  IMPLICATIONS

  2007–2011

฀ ฀ AfTER฀wTo฀CHAnGES฀

  IMPACT ON LOG EXPORTS 

  ESTIMATED LOG EXPORT EBITDA MARGINS

 5 RUSSIA’S฀ExpoRT฀mARkET฀fIT
  A. CHINA

฀ ฀ ฀ •฀ Growth฀of฀Russia/China฀Trade฀and฀Investment
฀ ฀ ฀ •฀ Growth฀of฀China฀wood฀products฀Demand
฀ ฀ ฀ •฀ Growth฀of฀Russian฀wood฀Exports฀to฀China
฀ ฀ ฀ •฀ Impact฀of฀new฀Log฀Export฀Tax
฀ ฀ ฀ •฀ outlook฀for฀Russia/China฀wood฀Trade

  B. EUROPE

฀ ฀ ฀ •฀ Logs
฀ ฀ ฀ •฀ Lumber

  C. OTHER COUNTRIES

TA B L E  O F  C O N T E N T S
TA B L E  O F  C O N T E N T S

O U R  T E A MW O O D  M A R K E T S  T E A M
WOOD MARKETS’ consultants Gerry Van Leeuwen 
and Russell Taylor have toured Russia’s forests and 
wood products industry extensively since 2000, 
collectively spending over seventy weeks there — 
they know the mysteries and dynamics of Russia 
that foreigners find difficult to understand!
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Although Russia is the world’s largest log exporter and 

the fourth-largest softwood lumber exporter, its log 

harvest and exports have plummeted since 2007, in 

part due to the ill-fated log export tax and then the 

global financial crisis in late 2008. This has created a 

major supply crisis for China, its largest log and lumber 

customer, as well as Scandinavia, the Baltics and Japan.

In 2012, more forest industry drama took place as 

Russia entered the WTO and new log export taxes 

and species-specific export quotas were implemented 

in August 2012.

WOOD MARKETS’ new report, Russia: Forest Industry 

Competitiveness & Export Outlook, specifically 

conducts an extensive analysis of the cost structure of 

the Russian logging and sawmilling industry, including 

delivered costs to key export markets. It also examines 

the future of Russia’s log, lumber and panel industries, 

providing outlooks on how log and wood product 

prices in key export markets could be impacted.

In addition, the report assesses some looming 

questions, including How large will the ripple effect 

be beyond China, Japan and Scandinavia as Russia 

either ramps up exports or falters? When or where 

could further impacts from the changing global supply/

demand dynamics be felt?

A B O U T  T H I S  R E P O R T
A B O U T  T H I S  R E P O R T

A N S W E R SA N S W E R S  O N  R U S S I A

•  On the future potential of the Russian 
timber harvest, log exports and wood 

products production.

•  On whether log exports will continue to 
decrease or rebound, and if China will 

remain the main market.

•  On the competitiveness of Russian  
#2 & Better dimension lumber to the 

U.S./China, and J-grade to Japan.

•  On the latest log export taxes and 
quotas (they are complicated!) and their 

expected impact on global markets.

•  On why investments being made by 
Russians may be motivated by different 

reasons than you might think.

Q U E S T I O N SQ U E S T I O N S  A D D R E S S E D

• What is the short- and long-term 
potential for log and lumber exports 

from Russia to key markets in Europe, 

the U.S., Japan, China and other 

Asian markets? What are the drivers/

impediments?

•  What are current delivered log and 
lumber costs to Europe, China and Japan 

from Russia?

• When will Russian log and lumber 
production and exports rebound? 

Will Russia be able to attract capital 

investment to exploit its vast forests? 

When? And from where?

AT T R I B U T E S
K E Y  AT T R I B U T E S

• Cost competitiveness of the Russian 

logging and wood products industries 

along the supply chain and in export 

markets.

•  Delivered log and lumber costs to key 

markets in China, Scandinavia and 

Japan.

•  Log and lumber prices in Russia for 

domestic and export markets — current 

and forecast.

•  Investment risks, issues and strategies.
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