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Chapter 1 : INTRODUCTION AND SUMMaRY OF FINDINGS / RECOMMENDATIONS,

INTRODYCTION

The repcrt which fcllows is the result of a simple desk study on the Malawi
rarket for paper and papertoard for the periocd 1968 - 78, While the
limitations of a desk study without field-survey backup are realised, the
findings: presented here are thought to highlight the salient features of
the market quite well and to form an adequate basis for suggestions
regarding which direction policy shculd take con the following key

questions 3

a} Whepthor Malaui should consider establishing a pulp and paper
industry purely to meei domeatic needs and vwhait chances exist of
guch a scheme proving financially viables

b} What opportunities exist and what form they might take for alternmative
and additional utilisation of the pulpwood resource Malawi has
already established on the Viphya plateaux but which is too big for
the needs of a purely domestic-oriented pulp/paper industry or even
for an industry to supply the avilable proporticn cof subregiomal
markets at a time when the brosder world market is unfavourable

¢) In order to increase thz otions available to Malawi for alternative
profitable ntilisation of the established pulpwood resource along
the lines sugsested undsr (b) zbove, what decisions need to be made
regarding forest management regimes °

While the report shows that quite a few courses of action are still open to
Malawi, it stresses that careful study of all alternatives &s essential

if a potentially wvery valuable reacurce is not in be wasted on sub-optimal
end-uses and so benefit Malawl far less than she deserves afier the commendable
and costly effort of forest establishnent,

At the same time the necd for speed is stressed : the more 2 decisicn
(or decisiong) is dslayed, the further the pulpwooed grows unthinned and
unpruned. While in gross fiber terms the resource continues to increase,
the quality of wood worsens with knots growing larger and =so making it
unacceptable for sawvmilling or plywood should these options have to be
adopted al some atage. Even for pulping, a2 highly ¥notty reaource is
undesirable ; the rsource ls thus pessibly depreciating even while its
volume is incressing. With every extension of delay in making decisions,
the end-uses for which the wood would be acceptable are diminishing.

SCOPE

It is recommended that this report be read in conjunction with a companion
gtudy on sawnwood and panel-products markets and Industries in Malawi (‘.2)-3E
as the two are interlinked epnd in some way affect and are affected by

what developments will occur on the Viphya.

X Numbers in ( ) refer tc references listed at the end of the report.
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Subject to limitations imposed by lack of a field survey, the report covers
the fallowing items

1. 4 brief background on socials;economic and forestry aspects in Malawi
with emphasis on the Viphya pulpwood rescurce {Chapter 2);

2, A summary of Malawi’'s gross paper and paperboard demand in the
all-Africa and world context (Chapter 2)3

3, Malawi's expendiiure on paper and paperboards in propertion to
imports of other wood products and of all cormodities (Chapter 2)s

4. An analysis of Malawi's historical develorments on imports,
exports and apparent consumption of the following products:

- Newsprint
~ Printing and writing papers
— Industrial papers and paperboards

— Specialty papers . paperbvoards, articles of pe.per/board,
and of printed matter

— Fibreboards ( inciuded because it is later proposed that
any locel manufacture of these should be integrated with
paper-pulp othervise it cannot be viable) (Chapter 3);

5. For all the products listed above, presentation of price developmentis
and of changes in quality composition of net imports with suggestions
where Dossible of puopgble underlying factors leading to shifts
(Chapter 3);

6, Tentative forecasts of gross domestic demand for all these products
{Chaptsr 4);

T. Estimation of what proportion of the gross projected demand can
reasonably be supplied by a local pulp/paper mill and whgtrmust
continue o be imported even if local capacity is installed (Chapter 4);

8. Hstimates of quantities of domestic pulp required {(by pulp type) to
meet the pmvise*sd nét domestic demand (Chapter 4);

9, Outline of the implicatiocns of a smzll domestic paper/board market
for financial and possibly even economic viability of = purely
domestic-oriented pulp/paper industry.

In econnection with this, presentation of poasible ways to
gxpand and then retain the deomestic market and dubrecicnal markets
g0 ensuring lcwer unit costes and ensuring beitter chances of project
viability (Chapter 5);

10, An attempt to highlight the enormous wood resource potentizl on the
Viphya relative tc¢ demestic paper/boards demand and on the basis of
this, suggestions regarding alternative and additional wcod-based
industries.

In the cage of certain rawv-material-selective industries, presentation
of necessary changes in forest-management regimes to make Viphya wood
suitatle raw material (Chapter 5)-



1.2 RESULTS

1.2.1 Background

2) Wood resources and their exploitation

1. Malawi has a plantation-baged coniferous pulpwood resource whose
annual gross increment is estimated at 0.94 to 1.0 mill#on cubic metres,
gérough to support a chemical pulpmill in the output capacity range
170 ~ 182 000 m,t. per years

2, A pulpmill of this size was to have been installed by 1978 but this
has not happened. At the time of writing, even the major infrastru-
ctural developments(roads, harbours) have not yet been starteds

2, With the world's paper and pazperboard market growing rather sluggishly
and prices far from bouyant, it appears that a large scale project to
manufacture pulp and paper for export is unlikely to be aufficiently
profitable to attract adequate capital investment into the project,

Malawi's distance from seaports, the considerable congestion at
those distant ports, and inadequacies in the one-line railways linking
the country to them create botilenecks which would reduce Malawian
pulp/paper's competitiveness on international markets relative to
supplies from rather better-placed sources;

4. Whnile official policy change is yet to be declared, it appears likely
that industrial exploitation of the pulpwood rescurce will have to
te broadened to cover non-pulp/paper industries with the pulp/paper
element much reduced, at least for the present.

b} Malawi paper/boards demand in perspective

1. £t about 90CO0m.t, around 1977, Malawi's gross apparent net consumption
(ANC) of total paper and paperboards is only about 0.006% of world
ANC3

2. In the same year, Malawi's ¢ consunpticn was only 0.65% of Africa's
production. The relative smallness of Malawi's market means it
tends to have many special characteristics which tend to differ from
globzl or regional averages.:

3. Taking 1978 as example, Malawi's expenditure on imports of total paper
and paperboards wrs at K8,3 milldon only 2.91% of total imports.

In the same year other wood products imports accounted for 1,36%
of total imporis.

1.2,2 Iistorical Market Developments

1.2.2.1 Gress apparent Net Consumption (ANC)

a) Table 1,01 shows the ANC's on a three-year average basis (averaging is
done to reduce fluctuation).
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Year LT ANCE ostimate
TOTAL Non-printed matter | Printed | Fibreboard
| Newsprint Printing Industrial Special SUBTOTAT, matter
& writing o
1969 |5625 m.t jah¥ele 1578 2600 385 . 4855 276 500
100 % 2.5 29.7 4743 £.9 86.4 4.8 8.9%
1971 |703%5 230 1885 2760 450 6345 165 525
100 3.3 26,8 53.7 6.4 90.2 2+3 T.5
1973 |8375 275 2300 A344) 590 7510 190 675
100 3.3 2745 51.8 Ta1 89.7 243 8.1
1975 (9385 305 2345 5695 385 8730 190 465
100 a2 25.0 60.7 J.1 G3.0 2.0 4.9
1977 19465 190 2495 5525 295 8615 0 640
L 100 2.0 2644 58.3 4.2 390.9 2.2 £.8
N
Average¥%:100 3.1 26,3 55.9 HeT 90.6 2.6 6.8

Table 1.01 : TOTAL PAPER,PAPERBOaRDE, ARTICLES THEREOCF & FIBREBOARDS -~ summary
of ANC developments,

Notes : Fer specialty and printed matter, read "met imports" rather than ANC,

) Tarle 1,02 shows the compound-equivalent amnual growth rates in ANC
during the period, again calculated un 3-year average data.

Tt
Iten Product ANC growth rate % p.as _
Newsprint | Printing | IndustviSpeciel’y ZURTOR. :Fibrebd |TOTAL
| b writ'g P & Bds|

T 13.9 l 5.2 12,0 |No trend 7.0 |[No trend 6.7
1969-75 L}969*77 1969-T76[1969~77 | 1969-77|1964-78 1196977
; — I

Growth rate % p.a.

Years reforred to

Table 1.02: ANC INCRELSE RBATES - avaerages of historicael market growth rates for
Malawi,

e) Table 1l.u3 shows ANC growth indices fer Malawi compared to world rates
for three main categories of paper and paparboard.

Year Newsprint Printing & Writing Industrial Grades™
Malawi World Malawi Werld N Malawi World
1969 100 100 100 100 100 100
1971 164 101 113 105 142 105
197% 196 108 138 126 163 12w
1975 218 100 140 112 214 107
1977 136 110 ’ 149 137 208 124

Tapble 1.0% ¢ GROWTH IN DEMAND - Malawi compared to world averages.

Notes : X o world, category imecludes all grades other than newsprint and

printing/uriting.




1.2.2.2 Ctanges in quality compesition of net imports

Newsprint is uniform so no changes are recorded; for fibreboards, the
proportion of softhoard is estimated to have averaged 45% of total fibreboards
by weight (2).

Jor e ether eaitzvories of paper and peperbeards, Tables 1.04 2nd 1,05
sumnari=se the ratiocs.

Year !_ % ef Total net Imoorts™ by quantity

o b mting Stationery Excercise books Re-exports
‘_ B ' Elery £ PR

=919 T4aT 8.3 0.5 3.4
1971 85,0 6.9 - 3.8
1973 89.0 11.C - -

1975 95.1 4.9 - -

1977 92.2 7.8 = -
gveragezx 94, T 7.9 -C.'3 2.2EEE

Tavle 1,04 ¢ PRINTING & WRITING PAPERS - composition of Malawi's imports.
Nrtes : % For raw paper, net imports equal ANC: for manufactured items,
domestic cutpruy would first have 1¢ bte added ¢ rnet imports to
cet ANC,

Avcrame of gil years 1968 - 78 inclusive.

—rus

y¥r  The re-exports should be subtracted to obtain 1009% ANC,

Year 9% of Tctal Net Inports

TOTAL  |Corrugated | Other industrial Boxes & |Re-exports

ANC paperbcard | TOTAL lNot cut iGuietoils bags

to size size

1969 99.7 - 33.5 25.3 8.2 66.5 0.3
197 99.9 8.5 47.7 45.17 2.0 4%.8 0Ll
1972 £8.2 2.9 £8.0 65.7 2.3 29.1 1.8
1975 99.3 26.5 60.6 59.2 1.4 15.0 0.7
1977 96,2 12.1 60.6 58.7 1.9 27.4 3.8
hAverage 99,1 11.3% t?0.0 15.8 4.2 38,9 0.9

Table 1.05 : INDUSTRIAL PAPER & PAPERBOLRDS - composition of Malawi's net
imports by gquantity.

Netea 3 4As for Table 1.04 above.

For voth printing & writing and induwbirial pmpers and beards, there has
been 2 marked decline in imporis of ready-mede items and & corresponding
shift towzrds raw paper for local comvertion, In the case of industrial
papers and boards, there has additionally teen a drift towards importation
of paper in rolls and not precut to size.



1.2,2.3 Price developmenks

Table 1.06 summarises CIF import prices and compares them to world average
export FOB prices for similar categories of paper and paperboards,

Table 1,07 compares price increase rates to those for the same commodities
{w )

orld) and to other Malawi imports.

Note that Malawi's CIF prices are so much higher than the world FOB prices
that the difference cannot be entirely due to the freight and insurance
element, It is suggested that lack of commercial discounts on Malawi's

small purchases may account for *“most of the difference. Note also that

the bulkier items (industrial and fibreboards) show a much greater
differential rekative to world prices than the thinnmer papers (e.g newsprint).

Year |_Newsprint |Print/wrt __ tludustrial -!Specistty. .| Printed matter | Fibreboards
K/mt REtiad K/mt  Ratio | K/mt Ratio] EJmt - ti> tK/mt-win  [K/mt  Ratio
1969 | 180 1.78 | 275 1,49 450 3,08 |1:11210 1932 - -
1971 | 200 1,83 | 330 1.60 425 2,63 1235 2740 167 2.14
19732 | 240 1.88 | 525 2,06 500 2.25 1295 4185 221 2,17
1975 | 380 1.68 | 790 1.99 ‘ 620  1.72 2320 7302 285 2.97
1977 | 445 1.73 | 705 1.62 ‘ 695 2.00 2660 5743 389 3.58
Average ratio 1.?6[_ - 1,80 j - 2,32 - L, - - 3.54
Table 1,06 : MALAWI IMPORT PRICES - for paper & paperboard (CIF) compared to world

average export (FOB) prices.:

Notes ¢ Ratio refers tec _Malawl import price CIF
ceo World export price FOB

Year | Price level where 1969 is 100
Newsprint | Print/Wrting Industrial | Other Malawi Imports
Malawi World | Malawi World Malawi WorlaZ Total impts*@tber Industr.

- inputs

1969 100 100 100 100 100 100 100 100

1971 109 109 120 112 Q4 110 107 108

1973 132 125 189 138 111 151 1e7 131

1975 208 221 286 218 137 244 209 229

1977 246 237 255 223 154 220 266 281

Table 1,07 ¢+ MALAWI PAPER & PAPERBOARD IMPORT PRICES (CIF) - comparison with

increase rates for the same products {world increase rates) and with other
Malawi imports (also CIF).

Notes : x . . . . :
—_— = The world index refers to a grouping which includes some non-industrial

paepers ot » but excludes newsprint and printing/writing grades.



-7 -
It appears ffom Tables 1.06 and 1.07 that Malawi not only pays more for her

paper and boards than the world average but that her import prices are rising
faster, Compared to other Malawi imporie in the categories given, however,
paper and beoard import prices are rising slower.

1.2.3 Tentative Forecasts of ipparent Net Consumption (domestic)

1.2,%.1 Gross ANC forecasts

Table 1.08 gives the forecastis @

Year Newsprt Print/wrt Industr. Specialty™= Prinited TFibrebd TOTATL
matter Gross /'000
capita
1985 360 2670 8850 580 290 A20 14570 1.970
1990 480 2470 10610 700 3A() 1000 17590 2.060
1995 610 5380 12590 840 370 1210 21000 2.130
2000 740 6400 14710 980 370 1410 24610 21165

Table 1.08 : MALAWI ~ forecasts of gross demand for total paper & paperbeoards.

Notes i=For specialiy and printed matter, forecasts are of net imports to which
mist be added local output to get ANC.

1.2.3.2 TForecasts of net demand available for local products displacement of
imports

The forecasts in Table 1.09 include only that proportion of gross demand which
a local pulp/paper mill if established can reasonadbly hope to supply and so hope
to displace importes if its price is right. The forecasts are giver as amount of
pulp equivalent to the weight of paper/board demand projected.

Yeax Net demand as eguivalent pulp weight (m.t)
Newsprint Print/wrt Indugtrial Specialty ®ibrebda TOTAL
1585 380 3470 8365 75 650 12940
1990 505 4220 10030 95 805 15660
1965 640 5230 11940 110 890 18870
2000 175 6220 13200 125 1165 22190

Table 1,09 ¢ PULP NET DEMsND - to cover the oroportion of gross demand which
a local mill can easily meet.

1,2.3.3 Breakdown of forecast requirements by puip type

If it is assumed that 2 local mill will, due to quality distribution of
traditional demand have to be basically a chemical facility but with extra
chip refiners capacity to produce mechanical pulp for newsprint, blending, and
to feed a small integrated fibreboard line, an estimnte can be made of

how much of each main pulp iype will be required.
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In making these estimates, 1t has been further assumed that where a product
ig normally made from predeominantly or only semichemical or chemigroundwood
pulp, local practice will be to substitute with blends of mechanical and
chemical pulps only. Table 1.10 gives the results.

Year Guantity (m.t)

Mechanical pulp Chemical pulp TOTAL PULP
1985 4955 7985 12940
1990 6040 9615 15660
1995 7210 11560 18870
2000 8610 13575 22190

Table 1.10 : DOMESTIC NET DEMAND FOR PULP BY TYPE - for domestically
’ substitutable demand only,

IMPLICATIONS OF SMALL DOMESTIC MARKET AND RECOMMENDLTIONS FOR IMPROVING THE
SITUATION

1.3.1 Implicationsg for unit investment and operational cegsts

1. Yor the foreseecable future, the domestic market is expected to remain

well below the minimum normally considered before local cepacity is warranted.
Using normal technology, the investment costs of ¥ US 3500 - 4000 per anmaal
metric ton (emcluding infrastructure) are likely to be exceeded by a large
margin if capacity Ybecomes exceedingly small as it would have to be for a
purely local mill in Malawi . (The cost above is based on integrated palp/paper
operations of up to 50000mtpy (1C)).  Operstional costs would be similarly
higher in such a plant than in other small-scale but rather larger units

(e.g, the Kenya mill).

~ R

Zow 2

D, Tt is therefore recommended that all efforts be made to boost both the -
domestic and subregional markets with a virw to reducing unit preduction cosig.

Some stmategies which deserve serious consideration include s

a) Export markets

i). Creation of schemes for export guarantees and for extended credit
to cover the local mill's products ¢

ii). Serious consideration of transport subsidies or preferential freight
tariffs féor the mill's preducts when exported ;

iii). Creation of workable schemes for accepting payment for paper/pulp
exports in the non-convertible currencies of subregional
export-destination countries on the basis of resciproeal central-
bank clearing accounts.
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Agreement on reciprocal central-bank clearing accounts could
be used tc facilitate such non-hard currency transactiens with
customers paying into Malawi central bank accounts in their own
country, using their own curreny. Malawiam dimports from
asuch countries could them be paid for from these funds agdinst
deposits of equivalent Malawi money in the central bank in Malawi,
With such a facility, Malawi would immediately have an
snormous advantage over traditional paper/pulp gsuppliers to the
subregicrn who insist on payment in scarce hard currencies.;

Supply t  wocd raw material to the mill at cost and in general
apply all possible incentives which can have significant
downward impact on production costs.

h)'Domestic market

i),

i1).

ii1),

iv)

As recommended for export markets at (i~ (a)(iv) above.;

Deliberate subsidy of all non~foreign exchange costs to make the
loecal product significantly cheaper than imports i

Tellowing a policy of deliberate and strictly enforced —»li
control of purchases from abroad and ensuring that the mill has
priority acecsess to any local inputs ;

Promoting a shift from consumption of unnecessarily high
gquality papers and paperboards to lower priced {and lower-cost)
varieties which satisfy the utility aspectis and have

no guality'bormuses' which add so much to price but do net

add to usefulness.

Malawi unfortunately has a tradition of using unnecessarily high
quality papers for such mundane purposes as receipts/invoices,
achool excercise and text books, drafting pads and general-purpose
government stationery. what this tradition means is that for a
given money outlay, Malawil purchases less paper and the
consumption is artifieially kept low, This is no way to support

a viable loecal industry.

¢d)Additional industry

Markets for products other than pulp/paper must be vigorously
researched and where potential exists, promoted both domestically
and subregionally so that other industries can be established

1o uge the surplus Viphya: wood resource.

In this connectinn, the recent considerable increase in

prices of domegtic softwood sawn timber is a counterproductive
development as it will reduce market growth at the very time
when larger markets are needed to help justify industrial
utilisation of Viphya softwoods,
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1.%.,2 Implications for utilisation of Viphyva Pulpwood Resources

1.

If the pulpwood requirements of domestic net paper/paperboard demand alone
are considered, then one year's wood increment on the Viphya is gnough to
meet Malawi's needs for paper and paperboard for 17 years at projected

1985 demand levels and for about 10 years at projected 2900AD demand levels.,

Enormous surpluses therefore exist which will not be significantly
reduced even if subregional paper markets are added to domestic net demand.

The ideal situation would be if world demand improved and caused paper/pulp
prices to rise significantly and remain high so that a large-scale
export-pulp/paper project cculd be viakle, 4s this seems unlikely to
happen in reasonable time, it is recommended that the following
alternatives (some of which are already being explored) be pursued or
explored further :

a) Attempt creation and retention of subregional markets for paper/-~
pulp as recommended at 1.3%.1 (a) above.

b) Consider alternative additional industries as follows :

i). Sawmilling

~In the short term, establish as scon as possible sawmilling
capacity in addition to the existing Mazamba sawmill and base it
on whatever eld-growth pine exists at Lusangazi, Chikangawa/Champhoyo
and {possibly) Iuwawa if well-pruned and thinned stands exist.
This is in line with recommendaticns made in this report's
companion study and would assist Malawi in covering the sawnwood
deficit on domestic demand apart from taking advantage of
deficits which still exist in neighbouring countries (2).

-In the medium and long iterm , establish more capacity as suitable
raw material becomes available, To achieve this, however, it is
eagsential that the currently untended pulpwood stands be pruned
and thinned acccrding to saw/veneer log regimes starting immedi-~i
ately before the irees develop excessively large knotsj this
course of action is therefore strongly recommended for urgent
decigion,

~Decisions regarding new sawmilling capacity on the Viphya should
keep in mind the rather high prlce of zawn timber relative to
its producticn costs which make it better able to absord
export transport costs than several other wood products.

1i). Plywoed industry

~Bubject to suitable raw material being available, the comments
amd recommendations are virtually as fer sawmilling.

~FExport prospects to within the subregion have been identified
which can be taken advantage of ever the next decade (2).



iii).

iv).
1,

2.
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Partficleboards and fibreboards :

The domestic market has been shown to be very small and not
enough to justify capacity; any mills would therefore have to be
export-oriented.

The nature of these products is such that Malawi products might
ot easily be competitive in price in the main markets relative to
domestic boards made from low-value wood wastes or relative to
more nearby suppliers.

Nevertheless a thorough study of market prospects is recommended
for both products.

Industrial chemicals/energy production :

Proposals have recently been made to divert a dominant proportion
of the Viphya resource to energy production (charcoal, motor-fuel
alcohol), fertilisers, wood distillates and naval stores
production (11).

While these proposals are commendable , care is needed to ensure
that before implementation 1is authorised, policy ~ makers are
fully convinced that a potentially valuable resource is not
diverted to activities which benefit the nation legs than if

it is converted to the more normal products of wood-products
COMMerce, il 10 ol

Nevertheless, the Viphya can support energy and:chemicals

induatry but it may be more prudent to initizlly base this

on smallwood derived from Yhygiene thinnings"™ of the crowded
pulpwood stends until the technology and markets are known better,
This approach provides the energy and chemicals while simultaneously
improving forest gquality for other industries,

Meanwhile, it ig recommended +that further thorough studies be
made to give objective assesments of comparative merits of various
options in financial, economic and social cost/benefit terms.

In the specific case of fuel ~ alcchol, it is recommended that
use of wood as raw material be only contemplated when alternative,
easier raw materials are exhausted ; at present, Madawi seems to
still have surplus molasges which the stock-feeding industry

is failing to absorb and which sells at very low prices
internationally.
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The question of speed

It is no exagerration %o describe the present situation of slow progress
on exploitation of Viphya forest resources as a crisis for Malawi's
forestry sector. Any delay means that an already unhygienically-crowded
and unpruned forest continues to grow even more crowded and poorer in
quality.

As the trees' quality deteriorates so their suitability as industrial raw
material diminishes, even for pulping but more sericusly as potential
material for future saw/veneer industries. The options open tu the

country are thus unnecessarily reduced and a potentially wvaluable resource
is devalued.

Irrespective of what the pulpwood will eventually be used for, therefore,
it is reccrmmended that as a matter of urgency, the bulk of the pulpwood

stands be thinned snd then pruned ; thereafter, they should be managed

ag if they are destined to supply saw and veneer logs.

In this connecticn, it is worth noting that whileas saw/veneer logs can

if necessarybe used as pulpwood, it is not sc easy, and is often

not possible to use pulpwood as sawlogs or peeler material for a plywood
industry. The proposed pruning and thinning will therefore increase

the options available to Malawi for alternative industrial utilisation

cf the fomest.
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Chapter 23 BACKGRCUND

MALAWI

In a companion decument to this one (2)* a fairly detsiled review of Malawi's
geographical, social and economic aspects has been given which will neot be
repeated here. Those special items of background information which have a
particular bearing on demand for the products considered in this report
will be mentioned within the report rather then in this introduction. The
briefest summary profile of Malawi is

. X rural ) R

1, It is a small country with a largely = population of about 6 mll%ion;

2. Average incomes are low with 1978 GDP per capita estimated at K156—==
(K65.5 at 1970 prices) {2) which places Melawi in the least developed
country category.

3, The econcmy has of late shown considerable inflation but after a
pericd of quite impressive growth. Real growth in GDP is estimated at
ab?ut %% p.a. while population is growing =2t an estimated at 2.9% p.a.
(2)5

4. Ot the itotal population over 5 years old, 45% were recorded as
having gone to school at ceme time (3, 1977 census) which indicates
a rather high illiteracy rate but the size of the school-geing
population is rising rapidly;

5. The economy is agricultural, with tcbacco an” tea exports alone
contributing 78% to export revenues in 1978. Sinece export packaging
is a significant user of poard products, the dominance of,particularly
tobacco is &f direct interest to the paper/paperboard trade apart
from any influence it has on general economic health and therefore
demand for all industrial cormcditien;

6. The manufzcturing sector, a significant user of paper/boards, is
also growing but remains fairly small with its contribution to GDP
at 7% in 1978 (1), a ratio which is deciining although actual value
of output is rising;

7. Commerce,personal & social services, adminisiration are growing
guite rapidly and in 1978 are estimated to have accounted for 64% 6f
GDP, having risen from only 3%%% in 197¢ (2). This sector's growth
can also be expected to have considerable impact on demand for
certain grades of paper and board.

THE FORESTRY BASE AND PROPOSED PULP INDUSTRY

The population pressure in Malawil is considerable and has led to nearly
complete loss of industrially exploitable indigenous forest in favour of
agricultural settlement. & programme of afforestation in fairly inzccessible
highlands wns therefore started which gathered momentum in the mid/late 1950's
and early 1960's.

Apart from the eriginal inftention of achieving self-sufficiency in mechanical
wood products, a large programme of paper-pulpwood afforestation was started
in the early 1960C's on the northern plateaux of Viphya. In 1980, this
resource was estimeted to cover 54 250 hectares (1) of which over 90% is
coniferous, At the average productivities recorded on the Viphya, this

area has an anmual increment of 0,94 to 1,0 million cubic metres of wood

{sq

Numbers in ( ) sre of references listed at the end of this report.
K1,00 equals ¥ 1.25 7S approximotely,
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which can support a chemical pulpmill of 170 000 to 182 QCC mipy at a
conversion factor of 5,5 cum. per adt pulp.

It will be shown later that both demand and prices for PAPeT 1 the world
have been rising slowly over the past decade (mostly becauses the dominant
rarkets are nhear saturation and the small oneg are not growing rapidly

due to recent econcmic problems). The demand for pulp has therefore also
been rising only slugzishly, as Rave prices for it, Original plans to
instal a large, export-pulp mill in Melawi by 1978 appear to have suffered
setback due to these developments but also due to Malawi's great distance
to export seapcrts over a rather inadequate rail system, factors which
tend to erode competitiveness of any Melawi product in the international
narkets.

Whilst offiecial policy has yet to be publicly declared as changed, it
appears inevitabis that the almost-certain non-viability of a large
export-pulp industry as originally envisaged will ensure dropping of this
scheme in favour of a project more in line with domestic reguirementa

and mincr exports to neighbour comniries. The success of a recend
integrated pulp/paper mill in Kenya is bound to influence such a decision
in favour of smaller scale operation i . which can be expanded as market
progspectas improve and domestic needs grow.

WORLD PAPER/PAPERBOARD PRODUGCTION AND DEMAND PERSPECTIVE

Since the world Iacks external sources and trade destinations, its global
production can be equated to zpparent consumption if we ignore stocks.

This total production, Africa’s total production, and Malawi's apparent net
consumption (ANC) are presented jointly in Table 2.01 in order to show the
latter's demand in proper perspective.

Year™ World ~_Africa | Melawi
Quantity’ - Ratio " | Quantity Ratio | Quantity Hatio

1969 123 926 24 176 857 167 5.1 1

71 129 815 19 944 936 144 6.5 1

T3 147 840 197200 1 169 152 7.7 1

75 132 257 14 830 1 16% 130 8.9 1

7 153 740 17 425 1 362 154 8.8 1

!
1

Table 2,013 MALAWI IN PERSPECTIVE - apparent net consumption of total paper

and paperboard in Malawi compared to Africa and world totals.
(Upnits; 'CO0 metric tons for quantity).

Notes : 1., Malawifs quantity is ANC including printed matter,

p3 For Yalawi, the year ig midpoint year of % years averaged.

. for werld and Africa, guantity of production. ifrica's net ¢

consumption can only 8e derived by swmmation of indiwidual
country ANC's which 1s not justified only for the purpose of
background material.

xxx Ratic of world or Africa figure to Malawi ANC where Malawi
equals 1,

Sources s+ An. St. Ext. Trade (6), YRFP(7).
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The main observations to be made from Table 2.0l are as follows

a) Malawi's consumpti.n equalled only 0.6% of Africa’s production in
1969, but rose to 0.65% in 1977;

b) Compared to world totals, Melawlts 1969 ANC was about 0.004% and rose
te only C.(06% by 1977.

It is clear from the foregeing that Malawi's market is so small that it
canmot be expected 1o necessarily reflect the characteristics of the woild
or ever. African market but will be heavily influenced by local circumstances
and may be prone ito considerable fluctuation from year to year.

PAPER/PAPERBOARD IN TOTAL MALAWI TRADE PHERSPECTIVE
Table 2.02 shows the place of CIF expenditure on various grades of paper and

paperboard in comparison to total imports and to imports of wood products
(other than paper & paperboards) imports

Commod ity | Value of imports (E1F3) CIP
1975 1978
x16> o K10 %

Newsprint | 217.9 3.1 143%.8 0.725
Printing & writing papers| 2316.9 1.06 2322.8 3.82
Industrial paper & board | 4656.C 2.13 43C7.7 1.52
Specialty & articles of p&t 1014.3 0.46 1154.7 0.41
Printed matter L2863.9 1.31 2190.7 0.77

. , |
Total (-} to i« i B8197.2 .75 8293 ¢ 2.91
Other wood & articles of

wood excl. fibreboard 2556,.0 1.17 2360.1 1.18
Fibreboards 11%.4 0.05 512,92 0.18

|

TOTAL MALAWT IMPORTS 218€63.0 100.00 L 2847AT .. 20 100.CO
Takble 2,02: MALHWI - Imports of paper & paperboerds in perspective of

other wood prcducts and of total imports.

Source ; (1}

Tt appears that in 1975, imports of paper and boards were valued at almost
4% of Malawi's total imports; by 1978, this share had dxropped to about

e It will be showrn latet that this is entirely due to faster incresse in
prices of other commedities than that cf paper and paperbozrds.



3.1

3.1.1

5.102

313

- 16 -

Chapter 3 : HISTORICAL MARKET DEVELOPMENTS.

DEFINITIONS, SCOPE, DATA SOURCES

Scope

The following categories of paper and paperboard are considered :

a) Newsprint
b) Printing and writing papers
) Imdustiial paper & paperboards

) Specialty and minor grades plus articles of paper & paperboard not
included elsewhere {often aberV1ated to "Specialty")

e) Printed matter
f) Fibreboards - cdue to their technological similarity to paperboards,

Definiti~ns

The Brussels Tarrif Nomenclature (BTN) codes included under each product listed
above are glven in Appendlx 5 01 v o i

AR - ‘ . BTV rather than the
more common SITC codes are used because the Malawi Customs authorities have
adopted the former system in their records.

Where apparent net consumption ANC) is presented, it simply means domestic
output plus net trade. 3ince Malawi has no domestic paper/board capacity,

ANC means simply net trade for all raw paper andnboard, Without a field

or questionnaire survey to determine local production, it is impossitle to
arrive at ANC for artiicles of papaer & paperboard so where these are peesented,
they are reported as '"net imports"™ rather than as ANC.

Annual ANC data exhibit severe fluctuation which is attributed to stock effects.
The only attempt to contain this problem is 3-year averaging of data to
dampen the amplitude of variation.

Where prices are given, they have been derived by dividing the published
gross CIF import value by recorded import weight. For all years before 1970,
imports were recorded on an OB basis and have been converted to CIF by
adding 7.5% . Attempts to add a higher percentage invariably resulted in
pre-1970 prices being greater than those for subsequent years., While this is
pessible, it iz not normal so the rate was lowered until the normal patiern
was of increasing CIF prices. For exports (of manufactmres from paper/board)
and re-exports, the value refers to FOB or FOR prices.

411 indices of price- are generally reported with 1969 (midpoint of 1968,
1969, 1970 years) as base equalling 100 units, The index units for
subsequent are calculated using kwachas unadjusted for inflation-indused
value-erosion.

Data scrrces

Malawi trade figures have come from various isaues of the "Annual Statement
of External Trade"(6). Data on all-Africa and world totals are from the
¥,4,0, "Yearbook of Worest Prodweta" (7)» while internatioral price data
have come from "Forest Products prices 1971 - 1980" (8). TFor fibreboard,
data on ration of soft to hardboard and on ANC have come from the companion
study FIAG/81/10 (2).
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RESULTS

3.2.1 Newspriny

3,2,1.1 Consumption and trade

Notes 3

Table 3.0) gives developments in apparent consumption and trade for Malawi.
alongside world developments. Figures3’.2l and 3.02 show the changes
graphically together with other paper and paperboards.

Year IMPORTS EXPORTS &'1 ANC ANC Index
RE-EXPORTS | Actual 3—yr Av'ge™ | Malawl World ==

1968 102 - 102 ~ - -
69 158 - 158 140 100 10C

1970 156 - 156 215 154 103
71 331 - 23] 230 164 101
72 200 - 200 275 196 105
73 293 - 293 275 196 108
T4 330 15 315 370 264 111
75 504 - 504 305 218 100
76 93 - 93 245 175 107
77 140 - 140 190 136 110
78 342 - 342 - - -

Table 3,015 NEWSPFRINT - imports, exports and ANC developments for Malawi,
(Units : m.t.)

Z The averaging is done to reduce fluctuwation. ANC figures are rounded
to nearest 5 m.t.

xx World figures are betier buffered from fluctuation so 3-year aver-
aging hags ' not been done for them.

Souress : (6), (7).

Uging the 3-year average figurcs, developments can he summarised as follows:

&) Annual consumption has averaged 25C m.t.;

b) From 140 m.t. in 1969, ANC increased nearly linea¥ly to a peak of %70m.t.
in 1974 then declined steadily t¢ aboul 160 m.t. in 1977.:
The unaveraged results show a new upturn after 1976 but on average
any increase is slow and erratic which is quite surprising in a country
with no television to compete as information source with newspapers.;

c) On the world scale [which is dominated Yty industrialided countries)
consumption has risen mere slowly then in Malawi (by 10% total in
the 9 years). Thig is attridbutzble te rapid growth in competition
from television and other Mmedia as sources of both news and enter-
tainment in the dominant sfiluent-eccnomy countries.;

d) Re-cxports zre only recorded in 1974 when 4.8% of ANC was despatched.
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6500 Figure 3,01 : MALAWI - apparéent net consumptio £ paper:
and paperboards, articles thereof, and
of fibreboards using unaveraged data.
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6000 T Pigure 3.02 : MALAWI - 3-year averages of appament net consumption
(ANC) for paper, paperboard, articles of
paper & paperboard, and fibreboards.

Key ¢+ NP is mnewsprint c-1F3B

PW is printing & writing

IPR is industrial paper & hoards
i SP4 is specialty

PM is printed matter
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3.2.,1.2 Price trends

Table 3,02 shows Malawi newsprint prices compared to world averages and to
Malawi's own "all-items" and "other industrial inputs" import price indises.
Figure 3.03 shows newsprint prices graphicrlly together with prices for
other grades,

Years | Pricez%er métric ton Ratio General Mslawl Indices
Malawi World Malawi £11 imports Ot.Ind.I -,
Kwachas 8 US Index |8 US Index| World Inputg
1969 180 240 100 135 100 1.78 100 100
70 180 240 100 140 104 1.71 99 99
71 200 265 109 145 109 1.83 107 108
T2 185 245 102 155 115 1.58 109 113
73 240 320 132 170 125 1.88 127 131
74 315 420 174 235 173 | 1.79 172 196
75 380 505 209 3500 221 1.68 209 229
76 450 560 349 295 218 1.90 239 251
77 445 555 246 320 237 1.73 266 281
Average ratio - - - - 1.76 - -

Table 3.02 : NEWSPRINT — Malawi import prices (CIF) compared to world average
export prices (FOB) and to other Malawi import price indices.! 7

Notes : BExchange rates are 1970 - 75 : K1.00 equals 1.33 § US.
1976 - T7 : K1.,00 " 1.25 B Us.

X Midpoint year of 3-year average for Malawl paper price; actuzl for
world,

XX o, . s
= Prices rounded to nearest 5 currency units; indices based on
unrounded prices.

Sources : (1),(6),(8).

The notable peints are :

a) If we ignore the slight downturn in 1977, the total increase in price
has been 249% to 1976, which corresponds to az rate of 16.9% compound
equivalent. The 1969-77 average has been about 12%p.a.;

b) Malawi's CIF prices have consistently been much higher than the world
export FOB price with an average difference of 76%. Since this
margin is too high to be accounted for entirely by freight and
insurance alone, it would appear that Malawi is paying a penaity
for being a small customer (no dulk discounts etc.),

Similar large margins have been demonstrated for other wood
products (2} and may well exist for all of Malawi's imports.;

¢) Price escalation for newsprint has been slower than for Malawl's
total imports and for other imported industrial inputs. This is an
advantage for Malawl as an importer but a strong disadvantage for
her as a potential exporter since it indiecates a weak world market
for the paper. HNete that the world prices have risen even more
slowly than Malawi's.
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Figure 3,03 s MALAWL - import prices (CIF) in Kwachas/m.t.
3-year moving averages).
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3.2,2 Printing & Writing papers

%3.2,2,1 Consumption and Trade

Table 3.03 shows trade and ANC for Malawi alongside world figures. Figures
3.0l and 3.02 respectively show the ANC graphically using raw data and
3~year averages,

Year | IMPORTS | EXPORTS & ANC |__INC Index
RE~-EXPORTS| Actual 2_yTAv'ge MALAWT WORLD

1968 1 335 125 1 200 - - -
69 1 370 45 1 325 1 675 100 10C
7C 2 625 1%5 2 490 1 845 110 104
71 1 790 65 1725 1 885 113 105
72 1 450 - 1 450 1 885 113 114
73 2 485 - 2 490 2 300 1%8 126
74 2 970 (1) 2 970 2 570 154 133
75 2 255 - 2 255 2 345 140 112
76 1 820 10 1 805 2 090 125 130
17 2 215 - 2 215 2 495 149 137
78 3 470 - 3 470 - - -

Table 3.0% : PRINTING & WRITING PAPER - imports, exports and ANC development

for Malawi. (Units: m.t.)

Notes 3 As for Table 3.01. Sources:{6), (7).

The following main observations can be made:

a) ANC has risen faitrly rapidly but has fluctuated quite considerably.
The total increase (3-year averagedada) has been 49% ov which
corresponds to 5.2% p.a., compound equivalent growth rate;

bD)The increase in Malawl's demand has been faster than the world average
which totalled 37% over the same period., (4% p.a. compound equivalent);

¢) Re-exports have been rather more significant than for newsprint but
only in years before 1972, since when they have virtually ceased,

3.2.2.2 Changes in quality composition of net imports

The ratics of various paper types within the printing and writing category
to the total net imporde are shown in Table 3.04.

On the average, it appears that 95% of the category is printing papers;
stationery for correspondence takes the second share at 8%, a share which
has declined, presumably ag more ztationery ia manufactured in Malawi from
raw imported paper/paperboard.

A similar situation exists on excercise books which are now mostly made locally.
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Year % of Total DNet Imports
Printing Stationery'E Excereise books Re-exports
1968 96,6 13.10 1.4 11.0
69 94.7 8.3 0.5 3.4
T0 99.8 5.3 -5.1 5.5
71 96|B 6-9 - 5-8
T2 89.3 10.8 - -
73 B8.8 11,0 - -
T4 97.6 2.4 - .
7 92,0 5.0 - ~
7% 95.1 4.8 0.1 0.7
11 91.9 7.8 - -
18 95.6 Aot - -
Average 94.7 7.9 -0.3 2.253

Table %.04 ¢+ PRINTING & WRITING PAPERS
b

y quantity).

Notes

48.14,00.01 and 48.14.00.09.

quality compositon of net imports

25Stationery includes only the type #nctuded in .".ppycodes 48,14,00.00,

2. Only when this column is subtracted is the total %'ge 100 which
equals ANC.

3424243 Price trends

Table_3.05 shows import-price developments for Malawi alongside world prices
and Malawi's own all-items and other industrial input import price indices.

Year Price per metric ton Ratio General Malawi Indic.
Malawi World Malawl| All-items {0Other Indust
Kwachas F US Index 2 US Index World inputs
1969 275 7T 7365 100 245 100 1.49 100 100
10 305 405 109 255 105 1.59 59 g9
T 330 440 120 275 112 1.60 107 108
T2 425 567 154 280 115 102 109 113
13 525 T00 189 240 138 2.06 127 131
T4 735 980 265 500 204 1.96 72 196
75 T90 1055 286 520 218 1,99 209 229
76 825 1030 298 565 232 1,83 239 251
77 705 880 255 545 223 ‘ 1.62 266 281
Average ratio - - - - 1.80 - -
Table 3.05: PRINTING & WRITING PAPERS - Malawi import oprices (CIF) compared

to World average export (FOB) prices and to other Malawi import price
indices.

Notes : See Table 3,02.

Sources s (1), (6), (8).
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Figure 3.04 : MALAWI - ratios of net imports of various types of
paper and paperboards to total paper & paperboard imports.,

(Note : Net imports equal ANC for all items except printed
matter and articles where local ocutput must be
added to get ANC ).

Key : NP is newsprint
PW is printing & writing
IPE is indusiraal paper & board
SPA is gpecilialty
PM is printed matter.
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The main observations are :

a) Between 1969 and 1977, prices rose approximately 159% but as Fig.3.03
shows, the increase was faster until 1974 after which it has slowed
down and even declined a littie. Compound equivalent increase rates
are 21.5% p.a. (1969-74) and about 12.25% p.a, (1969-77).

Note that price changes can be due to variation in guality
compositirn or source of imports in additisn te.any actual pricing
changes. The trend towards reduced imports of ready-made articles
(statiomery) can partly explain the slowdown in price escalatien;

b) Malawi's import CIF prices have averaged B8Q% higher than werld FOB
export averages. Small-batch purchasing is again thought to explain
most of this difference; the recent decline in ratim. could be due to
reduced imports of stationery.;

¢) The price of printing & writing papers has risen slower than that

of Malawi imports generally and other industirial inputs imports in
particular. but has been faster than for newsprint.

3.2.3 Induairial Paper and Paperboards

2e2+3.1 Consumption and Trade

Table 3,06 shows developments to 1978 while figures 3,01 and 3.02 show the
same graphically.

Year IMPORTS | EXPORTS & ANC ANG Index
RE-EXPORTS | Actual Z_yr Av'ge MALAWT WORLD
1968 1 965 - 1 965 - - -
69 2 735 10 2 725 2 660 100 100
70 3 315 20 3 295 3 475 131 103
T 4 410 5 A 405 3 780 122 105
72 3 640 - Z 640 4 280 161 113
7% 4 890 90 4 800 4 340 163 120
74 4 610 25 4 585 5 415 204 121
75 6 910 50 6 860 5 695 214 107
76 5 735 85 5 650 5 865 220 120
77 5 275 19¢ 5 085 5 525 208 124
78 5 835 - 5 835 - |- -

Table 3,06 : INDUSTRIAL PAPER & PAPERBOARDS - Malawi trade and ANC, ANC
growth relative to world rate. (Units : . m.t.)

Notes : 1. The world figure includes specialty papers and boards.
2. For other nobes, see Table 3,0I.

The main cbservations on .this dominant category are:

a) Just as for printing and writing papers, growth has been almest linear
but has fluctuated a lot due to suspected stock effects,

Using 3-vear average Aats, the 1tntal A¥C increase hetween 1969 and
1976 has been 120% which corresponds to about 12% p.a. compound growth.
The downturn after 1976 is eonsidered temporary.:
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b) Malawi's ANC has risen faster than the world average: while Malawi's
level rose 120%, the world figure increased only 20% during the
period 1969-76,  The world rate is equivalent to only 2.75% p.a.

compound j

¢) Exports and re-exports are a small proportion of Madawlts trade.

3.2.3.2 Changes in gquality composition of net imports

Table 3.07 shows the percentage composition of net imports:
Year % of total net imports by grade, by gquantity
TOTAL CorrugatedE Other Industrial ANC Boxes & | Re~-Exports
ANC ANC TOTAL |Not cut Cut to size! Bags
to size ANGC
1968 99.8 - 20.8 20.7 10.1 69.2 0.2
69 99.7 - 33.5 25.3 8.2 66.5 4.3
71 99-9 805'_" 47-7 4507 2-0 43-8“_ 0.1
12 100.0 T1 57.3 52.7 4.5 35.1 -
73 98.2 2.9 £8.0 65.7 2.3 29.1 1.8
74 99.4 23.1 50,7 47.6 3.1 29.3 0.6
75 99.3 26.5 60.6 59.2 1.4 13,0 0.7
76 88.5 29.6 48.0 44.8 3.2 22,4 1.5
11 96.2 12.1 60.6 58,7 1.9 27.4 3.8
78 100.0 14.4 61.5 | 59.3 2.2 24.1 -
Average | 99.1 11.3 50.0 45.8 4.2 38.9 | 0.9

quality for Malawi.

Table 3.0
Notes & x
XX

: INDUSTRIAL PAPER & PAPERBOARDS

in imports of ready-made boxes and bags.

The key observations are 3

a) Almost all imports are consummed and not re-exportedj

breakdown of

net Imports by

Including ready-made board as well as its slements.

Domestic manufacture of cartons from raw board started. Note decline

b} Of the domestic consumption, about half is industrial paper other

than corrugated paperboard or ready-made boXes/bags.

This category is dominated by paper/board imported in rolls for
local convertion (46% of ANC) with pre-cut papar/boards at only 4%
of total ANC on avarage but having declined from 10% in 1968. This
indicates gresnter local conversion.s
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c) Ready-made bhoxes and bags have declined from 6%% of total ANC in
1968 to only 24% in 1978 due to increasing local production
started around %971.

Corrugated board imported for local conversion has increased from
8.5% of total ANC in 1971 through a 30% peak (1976) ta 14.4% in 1978.
The total share of corrugated board and ready-made boxes/bags has
diminished from 69% (1968) to 38,5% in 1978 although the guantity
has risen from 1360 m.t. to 2245 m.t.

The total of imported boxes/bags plus corrugated board should
not however be confused with ANC of packaging papers/boards since
some imported rolls of raw paper/board are additionally locally
made into bags/wrappings.

3.2.3.3. Price trends

Table 3.08 shows Malawi's CIF import prices alongside world average éxport

FOB prices.
Year Price per metric ton Ratio | General Malawi Tndices
Malawi World= Melawi | A1l items (Oth.Industr,
Kwachas 3 US Index = FIUS Index | World inputs

1969 450 600 100 195 100 %.08 100 100

70 430 575 96 210 107 2.74 99 99

71 425 56% 94 215 110 2.63% 107 108

72 420 560 93 225 115 2.49 109 113

T3 500 665 111 295 151 2.25 127 131

T4 585 780 129 390 197 2.00 172 196

75 620 825 137 480 244 1.72 209 229

76 675 845 149 435 220 1.94 239 251

77 695 870 154 435 220 2.00 266 281
Average ratio - | - - - I 2.32 - | -

e I
Table 3.08: INDUSTRIAL PAPER & PAPERBOARD - Malawi “import prices {CIF)
compared to world average FOB export price and Malawi's ownm all-items
and other industrial inputs import price indices.

Notes.: x Includes specialty papers.

- Other notes as for Table 3.02.
Sources s (1),(6),(8)

The main observations are @

a) Between 1969 and 1977, prices rose 54% :.: which is equd¥alent to 5.6% p.a.
compound, There is some evidence of slight slowdown in rate of increase
after 1976.:

b) Malawi's import CIF prices have averaged 2.32 times the world average
export FOB price.yy:jgunclear why this type of paper/board should
exhibit 2 higher ratio to world prices than the 1.76 for newsprint
and 1.80 for printing/writing. The greater vronortion of ready-made
articles (boxes, bags) and possibly greater bulk (corrugated boards) may
all be contributory factors.:
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c) As for the other paper/board grades, prices have risen slower than

for the awerage of all Malawi imports or for other imported industrial
inputs which have gone up i at 13% p.a. and 14% p.a. respectively.

Z,2.4 Specialty and minor papers/vaperboards plus other articles thereof

wWhileas for newsprint, printing/writing and the majority of industrial papers/
paperboards Malawi can seriously consider establishing domestic capacity to
displace imports, this is not the case for grades which are consummed in very
small quantities and are even on & world scale used in small amounts. The
developments in consumption of thess #rades is included here only for the
sake of completeness.

3.2.4.1 Consumption and Trade

Table 3.09 shows developments and Fige. 3.01 and 3.02 do sc graphically.

Year | IMPORTS EXPORTS & ANC ANC Index
RE-EXPORTS |Actual | 3_vy iverage

1968 350 15 335 - -
€9 470 5 465 385 100
70 360 5 355 415 108
71 480 55 425 450 117
72 570 - 570 570 148
73 125 5 720 590 153
14 49% 10 485 550 142
75 450 5 44y 385 99
76 220 - 220 335 87
77 345 - 345 395 103
78 | 630 - 630 : N

Table 2.09: SPECIALTY PAPER & PAPERBCARDS X _ imports, re-exports and ANC
for Malawi. (Units : m.t.)

Jot s . .
Nobes ¢ x Includes articles of paper & paperboard not included elsewhere,

Source : (1)

Apperent consumption has shown no trend but has averaged about 455 m.t. p.a.
re-exports have remained very low.

%+2+4.2 Changes in quality composition of net imports

0f the total net impeorts in this specialty category, certazin elements have
a greater chance of being possibly manmufactured in s domestic mill than the
rest. The wafieties which fall into this group include:

a) BTN code 48.01.96.00 - paper & board not elsewhere specified,
b) BTN code 48.17.00.09 - file covers and paper stationery not elsewhere
specified.

Table 3,10 shows imports of these categories separately for sample years
197577 inclusive, o



- 25 -

Year TOTAL ANC TMPORTS OF:Z
m.t. P & Bd 1 P & Bd 2 Subtotal P & BA 1 & 2
m,t. %= = met. %= Meta o=

1975 440 4 0.9 87 15.8 91 20.7

76 220 3 3.4 63 28,6 66 30,0

77 | 345 2 0.6 | 89 25.8 91 26,4
Average - ---335-- 1 -3 0.9 80 _ 23.9- 83 - 24,8
' Mable 3.10: SPECIALTY PAPER & PAPERBOARD & ARTICLES THEREOF - share least

apecial categories.
Notes & X pgpa 1 is BIN 48.01.96.00
P& Bd 2 is BTN 48.17.00.09

XX %'ge of total specialty grades ANC for a given year.

It appears that the two least special of the specialty category contribute
about a quarter to to#al consumpticn.

Z,224e3 Price trends

One way in which specialty grades were identified was price: 2 high price

ig a reflection of high procesaing costs resulting from either a product being
rarely demanded (so raising unit manufacturing costs) or requirement for a

lot of inputs, or beth, An example is cigarette papers which apart from
requiring very thorough and careful refining dem_nd enocrmous amounts of
bleaching and cleaning water. 1In Table 3.11, the average price of specialty
pepers is compared to the grades covered earlier to illustrate the price

gulf between them.

Year | PRICE OF (K/ Ratio: of specialty price to ; ]
SPECIALTY m.t.)| Newsprint Print/writing Industr.P&Bd.
1969 1 210 6.69 4.57 2.68
71 1 235 6,25 5,73 2.90
T2 1225 6.67 2.87 2.91
73 1295 5.42 2.48 2.59
T4 1 690 5.37 2.30 2.89
75 2 320 6.13 2.94 3,75 ’
76 2 807 6.24 2. 40 4.16
7 2 660 5.97 3,77 3.82 ,
Average ratio 6.23 3, 36 3,20

Table 3,11 : SPECTALTY GRADES & ARTICLES OF PLPER & BOARD versus other paper/
bpard prices (impowt, CIF basis, Malawi),
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3.2.5 Printed matter

A considerable proportion of thig categnry is advertising matter, books,
technical literature s.t.c. which cannot bYe replaced by local production,
Indeed, with growth in imports particularly of technological goods, an
increase in imports of printed matter can occur. Table 3.12 gives historical
net import levels; for the future, 0% local substitution is assumed.

CserYear Vet Imports Year Net Imports
1969 270 m.t, 1974 205 m,t.
197G 215 1975 190
1971 165 1976 190
1972 165 1977 210
1973 190

Table 3,12 : PRINTED MATTER - net imports into Malami.
Notes : All figures to nearest 5 m.t. and Based on 3-year averages.

Scurce: (1)

3,2.6 Fibreboards

Appendix 5.01 gives the justification for including fibreboard in a study
on paper and paperboards. Note that fibreboard market developments in the
context of the general market for panel products has been analysed in
another study (2).

3,2.A.1 Consumption and Trade

Table 3.13 showa developments; Figures 3.0l and 3.02 show developments

graphically.
Year | IMPORTS EXPORTS & —ANC D0 1r ARG Index
RE-EXPORTS Actual  3-—year Av'ge
1968 545 - 545 - -
1969 470 - 470 500 100
1970 510 20 490 480 96
19N 490 17 475 525 105
1972 605 - 605 600 120
1973 715 - 715 €75 135
1974 705 - 45 605 121
1975 394 - 390 A65 93
1976 300 - 300 365 73
1977 400 - 400 . 640 128
1978 1215 - 1215 - -

Table 3,1% : FIBREBOARDS - trade & ANC development for Malawi, Source : (2)
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The main ohszrvations are

2) As cen be seen from Figs. 3.0l and 3,02, there appears to be no
significant trend in apparent net consumption of this product j

b) Total ANC for the 1968 - 78 pericd has averaged 600 m.t. per annum
tut for the period since 1964, has averaeged 510 m.t. if the 1978

pezlk is iancred.

3,2,6.2 @Qualiiy comnosition of net imports

This has veried conciderably for the few years when hardboard waa reported
senarately from softbhoards. The current ratio is estimated at 45%(by
veight jsofthoard {2).

3.2.6.3 Price trenis

Pable 3.14 ch-ul Poveloncute since 1970 ¢

Year T " Price per Folidcghon Ratio | Other Malawi Indices
Melard . World Malawi |All imports | Puildg
Evachr.s BJS3  Index g US Index | World pateoriels
impotts
1970 186 248 - - - - - -
1971 157 223 100 T1 100 3.14 100 100
1972 146 165 87 T9 111 2.46 102 105
1973% 225 285 132 a3 131 2.17 119 135
1974 244 502 066 119 168 | 4.97 161 164
1575 26° 61 171 128 180 2.97 196 178
1976 26 519 249 125 176 4.16 224 233
1977 zae 408 233 136 191 3.58 249 266
1978 421 n05 252 176 191 3.87 250 259
Average ratic - — - - 2.54 - -

Table 5,14 s FIBREBOARDS
export price (FOB) (see Ratic) and tc Malawi's total impeort and

Malawl CIF import prices compared tc world average

Scurces: (2), (1)

The main observaticns are

a)

¥)

o)

PR Rl . . ca
buiilding matetrials import price indises.

Motes : See Table 3,02

For the 1971 - 78 reriod (3-year averages), price has increased
152 ¢ correspondin’ to 12.52% p.a, compound.

Imring the same period, world average prices have risen at only
aboit 8.45% p.a. conpound equivalent

¥

In contrast 1o the paper and paperboards covered earlier, fibreboard
import price has rissn faster than the average for all Malawi imperts
(tut slower than for tofal building materials) ;
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¢) The CIF import price has averaged 3.5/ times the world export FOB
avaerage vhich is much higher than the 1.76 (newsprint), 1.80
(printing & writing), and 2.32 (industrial grades).

It is likely that the greater bulk of fibreboards help to explain
this in addition to the reasons given for the other products.

3.2.7 Total paper,paperboards and fibreboards

Devglinpments for the varicus products will now be integrated in order to
ghow inter-relationships.but only for consumption, Figure 3,14 shows the
ANC levels graphically.

Tatle 3,15 shows tha apparent net consumption for each product as a proportion
of the total

Yearl TOTAL ANC Product ANC as % of all-praducts total= * i nepio
m.t. % Non - printed matter tPrinted |Fibrebd
Newsprt Prt/Wrt'g Industr Specia|SUBTOT. matter
\
1969 | 5625 100 2.5 29.7 A7.3 6.9 86,4 4.8 8.9
1970 | 6645 : 3.0 27.8 5243 6.% 89,6 2,2 7.2
1971 | 7035 3,3 26.8 53.7 6.4 90.2 2.3 7.5
1972 | 7780 3.5 24.3 55.0 7.3 90.1 2.1 7.7
197% | 8375 3.3 27.5 51.8 7.1 89.7 2.% 8,1
1974 { 9715 3.8 26.5 55.7 5.7 91.7 | 2.1 6.2
1975 | 9385 3.2 25.0 60.7 4.1 93.0 2.0 4.9
1976 | 990 2.7 23,0 64.5 3.7 93.9 2.1 4.0
1977 | 9465 2.0 26.4 58.% 4.2 90.9 | 2.2 6.8
i

Average - 100 % zZ.1 26.3% 55.5 5.7 0.6 2.6 6.5
Table 3,15 : TOTAL PAPER & PAPERBOARD PLUS FIBREBOARDS - proportions of

each produci's apparent net consumption to total for Malawi based on
3-year average data.
Notes : % For rasr paper,paperboard and fibreboards, the figures relate to
ANCs for articles of paper & paperboard and for printed matter,
the figures are of net imports to which domestic preduction would
have to be added to obtain ANC.

Key developments 2ppear to have been ¢

a) L marked inecrease in the share of industrial paper . and boards at the
expenne of all cther categories., The industrial grades ahare rose from
47% in 1969 to 58% in 1977 but reached a peak of 64.5% in 1976. The
average share at 55.5% makes this the dominant form of paper/board
consummed in Malawi ;

b) A slight decline in ANC share for printing & writing papers from about
30% in 1969 to 26.4% in 1977 and an average ' of 26.3 % which makes
this the second largest categorv consummed :



- 28 (2)

Figure 3,14 : TOTAL PAPER, PAPERBCARDS, AND FIBREEO.:RDS -~ apparent
net consumption in Malawi to 1978,

Key : Dotted lines : upper includes fibreboard (2-year averages)

12500 : lower excludes fibreboards (3-year averages)
¢ Solid line : raw, unaveraged data (excluding fibreboards)
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b} 4 slight decline in ANC share for printing & writing papers from
about 30% in 1969 to 26.4% in 1977 and an average of 26,3 % which makes
this the second largest category consummed

c) 4 decline in the share of fibreboards from nearly 9% in 1969 to about
7% in 1977, giving an average of 6.8 % and placing fibreboards third
in ANC ranking

d) Specialty papers have remeined fomrth largest (5.7% average share)
but their proportion has declined from nearly 7% inh 1969 to only
ehout 4% in 1977.:

e) NHewsprint has consistently been used in the smallest quantities.;
f) If we ignore fibreboards, the gross demand for paper, paperboards

and articles made from them in Malami has been rising at a rate
equivalent to 7 % p.a. compound since 1960.

For the periocd up to 1974, growth rate was faster and averaged
T.45% p.a.;

g) If fibreboards are included, the gross demand for all cellulosic-fibre
based products has been growing at about 6.7% p.a. compound
equivalent since 1969.

In the next chapter, an attempt iz made to forecast the demand in future
years till 2000AD =nd to estimzte the proportion of gross demand available
to any local mill which may be established.
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Chapter 4 ¢ TICTTATIVE FORECASTS OF DOMESTIC DEMAND TO 2000AD.

INTRODUCTICH

Tra forecastz given in this chapter are labelled "tentative" because they are

based Jursly on a desl study. A rmere reliable basis for forecesting would be =2

combination of degk and field work directed at asceritaining what the end-use
pattern of imported papers/boards is and how it is developing.

METHODCLOG!

In the absence of betier informaticn, the method adopted is a simple one. The
following are. the gssumpuions s

a)

b)

a)

that fibreboard consumption will be as forecast in report FIAG/81/10

(2) 3

that psr canita ANC will increars according to the extrapolated
1969 - (7 trend (ignoring extremes). Graphical extrapolation
hag yiclded the following figures for total paper and paperboards :

Yeoar ANC/'000 capita.
19&0 1.835
1985 1.970
199¢C 2.060
1995 2.130
2000 2.165

IM2lawi's pomiation in 166 was found to be 4.055 x 106 and since then
has boon found to be groving at 2,9% p.a. by the 1977 repeat census (1).
Uzing this goowth rate, the future population levels are estimated to

e oas kilow g

_Year _Population ( x 106)
193G 6.051
1985 6.980
1990 8.053
1995 9.2%0
£000 10.718

Bared on the trond co far, the proportion of various paper/board
grades to total ANC is estimated to develop as below (graphical
eatimation )i

Year Proportion (%) of total forecast ANC

Newaprint Print/Wrt Industrial Specialty Printed Matter
1980 2.25 9% 24.80 61,60 4,00 2.00
1985 2.50 25.20 60.74 " 2.00
1990 2.75 25,40 60.30 " 1.90
1995 2.90 25.60 59.95 " 1.75
2007 3,00 26.C0 59,77 " 1.50

For gpecialty & printed mattcr figumes are of net imports.
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The shaere of industrial paper and bhoards has been derived by subiraction
taking initc account the expected contirmed dominance of industrial papers and
boards.

4.% ROSULTS

4.3.1 Cross demestic demand

Table 4.01 gives the tentative forecasts of apparent consumption

Year  TOTAL Forecast of ANCE by paper/board type (m.t.)
lewsprint Print/wrt Industr. Specialty Printed  Fibreboards
matter
1980 11740 260 2910 7220 470 230 640
1585 14570 360 2570 8850 580 290 820
1590 17590 480 4470 10610 T00 330 X000
1995 21000 610 5380 12590 840 270 1210
2000 24610 T40 6400 14710 980 370 1410
Table 4.01 s PAP:R, PAPERBOARD, FIBIEBCOARDS -~ forecasts of gross demand
for Malavi,

Botes : x For the "articles" component of specialty znd for printed matter,

the figures relate to net imports to which lecal output must bae
added to get ANC.

4.%.2 Het deomeniice demand available for local industry

In order %o arrive at the proporticn of grosa demand which can be supplied
by a local mill, an egtinate must be arrived at of what grades of paper/board
migt ineveitably continue to be impodted. .» - FRE O ooy,

At this stage, the quesiion of whether a small domestic mill to manufacture
lalawi's paper requirements cawm be finaneially or economically viable is
completely igncred.

4,3.2.1 Newsprint net demand

Complete (100%) substitution by = local product should be possible, Gross
foresast (Table 4.01) therefore equals net forecast.
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4.3.2.,2 Printing and writing papers net demand

InT section 3,2.2.2, printing grades were shown to contribute 35% to tatal
LANC of this category (Table 3.04}. Unfortunately, this large sub-category
includes many varieties which are not identified separately in the statistics,
It is reasonable to assume, however, that some of these grades will be used
in only small quantities or have specizl coatings, dyes, loadings- of filler
or ratiocs of short-fibre pulp. They can thus be considered too "specilalist"
for a local mill to try to supply. The ratio- ¢f such grades is assumed to
be 10% of the printing subcategory until 1990 and 7.5% thereafter.

Of the net imports of stationery and excercise books, agzin, 10% will be assumed
to have a "specialty" aspect until 1990 and 7.5% thereafter.
The result of these assummtions is in Table 4.02.

Year Gross Less Specialty Net Forecast (m.t.)
Forecast (m.t) grades (m.t.) Paper/board  Pulp equivalent—

1985 3670 370 3300 3470

1990 4470 450 4020 4220

1995 5380 405 4975 5230

2000 6400 480 5920 622t

Table 4.02 : PRINTING & WRITING PAPERS - forecast of net (substitutable)

domestic demand for Malawi.

Notes ¢ X 0 . . .
== "= Assume 5 % extra for losses in convertion to final products.,

4.3.2,3 Industrial paper and paperboards net demand

A1) varieties including boxessboard and bags should be fairly easy to subply
locally. For corrugated board, however, the corrugating medium may(initially
at least) have to be imported,

A congiderable proportion of coumrugated board iz in S5-layer configuration. The
preportion of corrugating medium will therefore be around 20% rather than the
Z0-35% for 3-layer boards., 4 fair average for all corrugated boards would be
around 25%.

Total corrugate# paperboard has averaged 20.65 % of industrial paper/board ANC
since 1975 (Table 3.07). Of the ready-made boxes and bags, it is assumed that
75 % is iayflat cartons for the tobacco export trade, in which case these

have averaged an extra 16.3% of ANC since 1975. The total of cartons and
corrugated board would then be 36.95% say 379% of industrial paper & boards
ANC, The unsubstitutable core layer would in this case be(0.25 x 37)%

i.e. 9.25% of total ANC. This can be rounded to 10%. When this fraction is
subtracted from gross forecasts, the net demand is expected to be as in |+ 1sg

Table 4.03 .
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Year Gross Less Corrugating Net Forecast (M.t)
Forecast (m.t) medium (m.t) Paper/bogrd Pulp equivalent

1985 8850 . 885 7965 8365

1990 10610 1060 9550 10030

1995 12590 1260 11330 11900

2000 14710 1470 13240 13900

Table 4.03 ¢ INDUSTRIAL PAPER & PAPERBOARDS - forecasgis of net (substitutable)
domestic demand for Malawi.

4.3,2.4 Specialty paper and paperboards net demand

In section 3.2,4.,2 (Table 3.10), the proportion of specialty products which
have some chance of local substitution was calculated to be 24.8% of total
specialty grades net imports.

Of this share, it is assumed that only 50% can be so subgtituted for :i.-, 12
i.e. 12.5% of total net imports. Table 4.04 gives the pesult:s”

Year Gross Less highly Net forecast (m.%. )
Forecast (m.t) special grades(m.t) Paper/board [Pulp equivalent

1985 580 510 70 75

1990 T00 610 S0 95

1995 840 735 105 110

2000 980 860 120 125

Table 4.04 : SPECIALTY PAPER, PAPERBOLRDS AND ARTICLES THEREOF - forecasgts
of net (substitutable) domestic demand for Malawi.

4.%3.2.5 Printed matter net imports

The gross demand was estimated with no possibility of further substitution by
local printing being assumed possible.
iedeilat

4.%,2,6 TFibreboards

oo After 'taking into account subgtitution by local wood-wool/cement (2), the
fpreqast.dem@n%‘was further redgped‘by 10% for unforseen unsubstdtutables.
v . R R v G L S S o . N aElal

raa s .5 - Y P - . CER I . . AT,
BT e S RS L A A oL e L K
: .
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Year Groass Forecast Net Forecast  Pulp equivalent
(m.t) {m.t) (m,t)

1985 705 635 650

1990 870 785 800

1995 1070 965 990

2000 1260 1135 1160

Table 4.05 : FIBREBOARDS - forecast of net (substitutable) domestic
demand for Malawi.

Notes : 2.5% extra allowed for losses to arrive at pulp equivalent.

4.3.2.7 Consolidated net demand forecast
4.3.2.7.1 All pulp varieties combined

Table 4.06 shows the picture :

Year Pulp requirements by end product (m.t) X

TOTLL Newsprint Print/Wrt Industrial Specialty Pibreboard
1985 129940 %80 3470 B365 75 650
1990 15 650 505 4229 10030 g5 800
1995 18 870 640 5230 11900 110 990
2000 22 1BQ 775 6220 13900 125 1160

Table 4,05 : PULP DEMiND -~ to satisfy net (substitutable) Malawi domestic
market for paper, paperbeards and fibreboards.

Notes : x 5% more pulp than correaponding paper/board weight except for

fibreboard where 2.5% wastage assumed.

4.3%3,2.7.2 TForecasis by pulp type

Congideration was given to assuming establishment of a mechanical mill =~ 1
(which has lower investment and operating costs) but its products would not
permit Malawi fto substitute for a significant proportion of its v industrial
papers where chemical pulp is essential, Excessive continued pulp or paper
imports would therefore result so partly offsetting the cost advantages of
a mechanical mill, It has therefore bheen assumed that a chemical unit will be
egtiblished but with extra chip - refiner capacity to produce refiner-ground-
wood pulp for newsprint, a small integrated fibreboard line, and for blending
with chemical pulps.&‘ Justification for considering fibreboard for joint
manufacture with paper/paperboard is given in Appendix 5.01.

X PFivre-bundle screenings from raw pulp can be diverted to the fibreboard
line instead of being refined through micro-~bidged defibrators. Capacity
for these carn therefore be reduced and Adiverted to primary chip
defibration.
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It should be noted that the blending ratios adopted here are the author's
own and reflect more what can be done than necessarily what are current
standard propertions in developed-country mills which generally have access
to the full range of pulps from which they can make blends. Table 4.0
gives the results 3

Year | Paper/board group Domestic subgtitutable demand by pulp type
Mechanical Chemical TOTAL
m.t, % Mate % m,t.
1985 | Newgprint 380 100 - - %80
Printing & writing 1145 33 2325 67 3470
Industrial Paper & Boards 2760 33 5605 63 8365
Specialty Paper & Boards 20 25 35 15 15
.| _SUBTOTAL paper & Boards 4785 35 7985 65 12290
Fibreboard &0 100 - - 550
TOTAL 4955 38 | 7985 62 12840
1990 | Newsprint 505 - 505
Printing & Writing 1395 2825 A220
Industrial Paper & BHoards 3310 6720 10030
Specialty Paper & Boards 25 70 95
SUBTOTLL paper & boards 5235 %5 9615 55 14850
Fibreboard 805 - g05
TOTAL 6040 39 | 9615 61 15655
1995 | Newsprint 640 - 640
Printing & writing 1725 2505 5230
Industrial Paper & boards 3925 7975 11900,
Specialty paper & boards zZ0 80 119
SUBTOTAL paper & boards 6320 35 | 11560 65 17880
Fibreboard. 950 - 990
TOTAL 7310 39 | 11560 61 18870
20(¢.C |Newsprint 715 - 775
Printing & writing 2055 A165 6220
Industrial Paper & Boards 4585 9315 13500
Specialty peper & boards 30 95 125
SUBTOTAL paper & boards 7445 35 | 13575 65 21020
Fibreboard 1165 - 116%
TOTAL 8610 39 1 13575 61 22185

e o0

. ,—1 ‘
Table 4,07 : MECHANICAL AND CHEMICAL PULP REQUIREMENTS - equivalemts to
net (substitutable) domestic paper,and board and fibreboard demand
for Malawl.
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Having ossesed the present demand (Chapter 3) and estimated future domestic
requirements (Chapter 4), it is now useful to place the country's

requirements into the perspective of what raw meterial is available for
pulp/paper manufacture. Having arrived at raw material supply - demand
balances, it is also useful to see what implications any surpluses and deficits
have on other weod industry pogsibilities. The next chapter does this.

In addition, since the study has so far - -~ ghown Malawi's present and
future requirements to be quite small (by world standards), it is of i
interest to. assess the implications of this for likelihood of a purely
domestic—oriented mill being viable and to propose schemes for placing
such industry on a better footing. The next chapder also outlines these
aspects.
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Chapter 5 s IMPLICATIONS OF SMATL DOMESTIC MARKET FOR INDUSTRIAL
UTILIZLTION OF VIPHY: FOREST RESOURCES AND FOR VIABILITY
OF DOMESTIC - MARKET ORIENTED PULP/PAPER INDUST

INTRODUCTION

The main point which stands out from Table 4,07 is the smallness of the
domestic Malawi marked at all ftimes over the forecnst period. This :can
be put into investm@nt/operation cogu And Taw matverial availability
pergpectives ns bhelow.

IMPLICATIONS FOR VIABILITY OF DOMESTIC--ORIFNTED PULP/PAPER MILL

ey Zulp and paper manufaciuring are canital - intensive technologies due
to their deveiopment in end mainly for developeld economy countries where
labour iz relatively expensive and capital equipment relatively cheap.
This relationship between labour and capital equinment costs is In general
becoming more proncunced with time co that the drift towards greater
carital - intensivensss is . quite mnrked. Consgsequently, the invesiment
cost and the minimum economic mill capacity vhich depends on it are both
constantly rizirg.

2, As shown by Malavi's example in the preceding chapters, developing country
domegtic rarkets can often be extremely smalli. With the passage of time,
therefore, the existing pulp and peper technelogy is increasingly drifting
out ol their roach; at lesst insofar as capacity solely for domestic
nesds is concerned , Grons consumption withirn their borders is not rising
Tagt evongh for trhom Yo catch up with the rising threshold of profitable
gcale,

3. The general nroblem for cuch coundries has been succinetly summed up by
Leslie and Kyrklnd (22) Mo are kotier gquoted than paraphrased @

Generally spoaking, the prospects for a pulp (and paperz)
mill in a develoning country have been assessed in terms of
transferring current tecimclogy. Very often and, in fact,
almogt insvitably, in mest deveboping countries it was
found that the minimum econcomic size of a mill would have a
capacity much greater than the size of the domestic market
or any Tosslble regional market, and would demand a much
greater capital fund than the country could afford.

However, a plant with a smaliler capacity, more appropriate
to the local conditions, would almost by definition,have

e unit . & procuction cost very much higher than the
world market prices.

X Ttem in brockets added b author,
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The obvious alternatives in such circumstances are to
gatablish a sub-economic mill made viable by direct

or indirect subsidy, or to abandon the idea of domestic
production .

4. Malawi is now in exacily this position.

5. The orders of magnitude on minimum mill sizes are as follows @

a) independent pulp/paper mills to produce newsprint and non-woodfree
printing and writing papers were found to be financially nonrn-
viable without subsidies at capacities of 18 UOO and 36 000 mipa.
(12, page 14).

b) mills of the type mentioned at (a) could under special circumstances
be viable especially if integrated with a larger pulp and paper
operation making irdustrial papers as well (12).

This would not solve Malawi's problem gince non-exigtence of
profitable markets for just such a large-scale mill iz what is
causing consideration of such a small domestic market - oriented
mill in the first place.

¢) pulpmills if not integrated with paper could be viable at about
the capacities mentioned earlier provided they were mechanical
and not chemical,

Again, this would leave Malawi's problem unsolved since :

i). what Malawi needs is paper and board not pulp which would
have to be exported for convertion to paper,imports of which
would then continue; and

ii). purely mechanical or semi-mechanical pulps would not enable
Malawi meet the requirements for those papers/boards for
which significant blending (or 100%) with chemical pulps
is essential. -~Among these would be a considerable propo-
rtion of the dominant industrial papers categery and
and kraft packaging/wrappings used for Malawi's important
agricultural exports.

6. It appears that the only real solution lies in attempting to toost the
domestic market and create, expand then retain a subregional market to a poinmt
where even if the minimum economic mill capacity level is not guite
reached, the gap between market size and this thresheld will at
least be more reasonable. Some suggestions for doing this follow i~
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a) Export markets:

-, Secure markets, even if temporary, in neighbouring countries 1o
where the transport akgment would not be a major obstacle and attempt
to expand " and retain them using the following s

i).

ii).

b) Domestic

Subgidize the transport by arranging for preferential rates for

paper and pulp 3

Offer vusl mera gG&d export credits an&h?hm;%lexport—guarantee
schemes to cushion them against the hazards of non-payment
or delayed payment which are quite commrn in Africa due to
forelgn — currency and cther beaurocratic controls

Auvthorise and set up the machinery for acceptance of payment in
non-convertible local curisxdies@mf the neighbouring market
countries,

Agreement on reciprocal central-bank clearing accounts could
permit this, In such a situation, customers would pay in

their country's own currency into a Malawi account established
within their countries and the mill would be paid its equivalent
in ¥zlawi currency through the ¢ther country's reciprocal
account in Malawi into which Malawian importers of other
commodities from the correspondent country would pay their
debts, also in lccal currency.

It is suggested that creation of such a facility would immedis—
tely give Malawli pulp and paper a tremendous advantage over
traditional suppliers to the sub-region who insist on payment
in scarce sterling, dollare or other gcarce international
currencies.

Establishment in major subregicnal markets of an importing agency
(possibly with local participation) to carry out mest of the

bulk purchaging for wholesaling in the customer country.

Payments through the reciprecal clearing accounts could possibly
be made initially to such subsidiary companies,

Suprly to mill wood and other local raw materials at cost and

in general give z2l1) assistance which can significantly reduce
operating costs {low - cost power, no taxes, rents etc.)

market ¢

i),

:1).

ii1),

See recemmendation (a){v) for expcrt market.

Apply deliberate subsidies to all non-foreign exchange costs
to make local product significantly cheaper than imports

Strictly control purchases from abread where local inputs
could be found 2t reasonable cost (if necessary subsidised)
and ensure that the mill has pricrity access to any local
inputs including transport services
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iv), Malawi's demand for paper is thought to be artificially
depressaed to some extent by the country’s traditicn of using
high quality paper where cheaper grades would do perfectly
well, This tendency towards unnecesuarily hish quality applies
19 a vide range from receipts, dralting pnldg, goneral stationery
wo ocliosl excexsize books end taxihooks,

It 1z neccmsary to realise the obvicus fact that drafiting-pad
papor 1o torown away aftor a few minutes or hours during which
time cheap newspriny could nave perforaed the job ag well

any ovhe= morar, and zuch more cheriply,

st othool notlebiu o {especialiy in primary schools)
ae after the accdemic yoe~, I0 is thenefois un
So nrke e gtationcry frem pamc vhich remains
v oa bririatered mechoniesl rapcr rather than

walite owmaie
a bleached, nori-chemical variety is adegunte. Mors examplesn
could be given but these illustrote the noint rdeqmaiely.

v) A cormendable effcrt is tzing made to mroduce an increacing
wororeion of primary sohicol text hooks lcecally (unfortunately
from paper of too hign qualify) ¢ this should be cxpanded so
that vizles1F Rll prinavy-scheol toxthooks can be made locally
ﬂ“d signiiicant irroads een be made into the gecondary cchool
winecl marlst, In this respect it must he realised that

texubeolis necd not be glossy and need not be of international
provenancs 1o he usefuly the criterion for levels up to
scecnlary aschoel is that syllabus vequirzments are met.
1alswion feachars and the local Univercity can, if encouraged,
protice meat of the basic texvs with foreign books i-otor
importel only where absolutely essential. It is enly at
Triversil,s and reference-library levels that local production
crmot be raised significantly.

Itionerl wirnd-procegsine ventures based on the Viphya resource
saculd be considered for integration with any domestic pulp/paper
mill in cxder to spread cocts. The next szetion svggests

pomz proalbtlities and highlights the current wood~regource

: Yy oons traincs,

5e2 IMPLICATICTS T0R UITLISATION OF VIPHEYA PULPYOOL WI3CURCES

1. In section 2.1, the Viphya pulpwood resource wes reported to cover
54 250 hectares and to have an annual increment estimated at 0.94 to
1.0 million cubic metres of wocd fibre.

If we assume pulp yield factors of 5.5 cum. per meinic ton (chemical)
and 2.5 cum. per metric ton (mechanical), then according to the
forecast pulv requirements , the domestic demand would have the
following impact on available raw materials (Tab 5. Ol) :
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Year Resource Demand for domestic pulp/paper/boards
available (cum.) (cum. WRME)

B ) Mechanical pulps | Chemical pulps|  TOTAL
cun. % cum, %  lcum, %

1985 970 C00 12350 1.3 43915 4.5 155305 5.7

1590 153100 1.6 52880 5.5. |67980 7.0

1995 18275 1.9 63580 6.6 |[81855 8.4

000 21525 2.2 TAB60 7.7 |96185 9.9

Table 5.01 ¢ MATAWI DOMESTIC DEMAND versus RAW MATERIAL SUPPLY - wood raw

material equivalent (WRME) of net domestic paper/board/fibreboard
requirements balanced against available Viphya raw material.

Notes : % is of demand as a proportion of total available supply.

2.

From Table 5.0L, it appears that local needs for pulp-based products
will not over thc forecast period exceed ten percent of the raw material
available cn the Viphya.

Put another way, domestic demsnd at 1985 levels would be small enough to
rely on only one year's wood increment for about 17 years and at

200CAD levels for about ten years.

One soclution to this enormous surplus problem would be to find assured
profitable pulp/paper markets abroad. Unfortunately, the world market
iz not encouraging. Subregional available markets (to which transport
costs would be reascnable ) would be unlikely to more than double the
raw material rreguirements. Surpluses of around 80% would still remain,

4., Another solution would be to divert the surplus woed resource to non-pulp

industries, examples being :

a) Sawn timber

- 4 proposal has been made elsewhere (2) for diveraion of cld-growth
scftwood stands at Chikangawa/Champhoyo, lusangazi and possiblw
Luwawa (if pruned and thinned) immediately in order fo help cover
Malawi's current deficit c¢n lumber (and plywoods). This
is strongly recommended for immediste implementation and would
invelve transfer of at mest 60C0 heetares from pulpwood to
sawn timber/veneer log working circles in the management organisation,

-~ In the case of larger scale sawmilling activities, raw materdal
guality becomes a constraint : the Viphya forests have for the
most part not been pruned or thinned for a long time: they are also
generally tos young yet for sawlog production in significant
volumes., Large-scale sawmilling is therefore necessarily a
medium/long term possibility.
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- 1% is with the mediwm/long term sawmilling industry development in
mind that it is strongly recommende. for a major proportion of the
pulpwood foresys to be thinned and then prunsd starting immediately
and therenfter to be managed as if they arc destined to feed a
gawnilling and plywood industry.

- One wajor reuscn why sawmilling de erves greater interc.t than to date
ig that welative to pulp end papsy, ite prod et (lumber) generally
fetches a brota mrise relrilws to the roduvctlon costs and therefore
has a beitier chance of absorbing high to-nspert costs to inbternational
rarzeta.

b) Plvined meaplonl g o

T a rcod price relative (0
amount and value of prodriction inputs. The possibility of
viility-pliwood marufactiuze cn a largoe scale on the Viphya degorves
scrious ceonzidematica.

— Like sawawood, Tlrwocd teonds to have

~ In the short temm, szubjcct vo waterial of over 30 - 40 cm. diameler
heing evailabd’ - in suffleiesnt ~qurntities, installatisn of a mill
to mecl Tocal snd some amell ervort proapccis wonld be recormended (2).
- In the wium/long term, ponsililities depend on the pulpwood being
toainr o ond prvred -2 suszested for sawrnilling above. Mote that
gven ‘n these dsys of small-log veneer lathes, sizeable logs have
advrntess over ar-1l ones in termn of veneer yield ratio,
guality i yliwood, and investmant costs.

¢) Particleiaard / fitesiconrd s

— Both of these rieduris ave Len2wally wode from wood or other
ceiliuw!szic vaster viich are genernllv of low value. Since even
in the zajer markedl covat™l2s, vood wasies at reasonable price are
gororally wvaiicbhie. 15 I8 rather difficult wo envisage thess preducts
reins mads In a remote ccrmer ol landlocked Malawl from specially-
crevm wood {th:r~fure relatlvely costly) beins competitive after
wrarspert coous T2 market are added,

T

- It =3 wotcworthy ot transport cosin of parficlebeard and fibreboards
are at loast as high end can bhe higher than for plywcod, a
product they compete with Lrt vhich is s2leable at a better price and
50 can abserb freight charges better., Add fco this the relatively
high investment arnd production costs (at least in developing countries)
relative to plywvood, and the cage for pursuing these optiong
can be shown to at least reguire very thorough study indsed before
Malawi gets committed.
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d) Industrial chemicals :

- In a recent study, Comben et al.(11l) have suggested diversion of much
Viphya wood resource to manufacture of energy products (motwr-fuel
alechocl, charcoal)} and ! chemicals including fertilisers, wood-distilla-
tion products and naval stores, the latter two for export. Detailed
comment or these proposals should await more concerete financial and
economic analyses of the proposed projects apart from confirmation
of international markets for those items intended for export.

- On the fuel - alcohol proposals, however, the following comments

may,

i).

iii).

iv).

if made at this stage, be of some use :

Malawi's first fuel-alcohol plant is under construction at Dwangwa
which will use waste molasses fromn an integrated sugar mill
on the same site.

This leaves surplus molasses still available for export at low
prices from the older and- nearly equally large Nchalo suger
egtates in Malawi's south. The local stock - feed industry has
80 far failed to absorb significant quantities of molasses
which thus remains without significant alternative use.

Molasses is chemically sgimpler and more raactive than wood in
terms of convertion to alcchol. It therefare requires less
costly plant to process than the chemically more complex and
inert woad. When surplus melasses is still available, therefore,
it makes little sense to select wood as raw material instead.

Molamses is inevitably produced when refining sugar ; the
proposed wood-aleohol mill would require trees to be specially
felled for ity trees which could have many alternative uses.
The situation wonld be bLetter if the wood-alcohel plant were
to be based on the inevitable residues of another large

wood processing plant but at present no plants like this of
significant size are likely on the Viphya, © 110  «#in

ce oy

- o -

S !

A wood-based alcohol project bears the full cost (or a large
part of) raw material transgport and other operating costs whileas
a melasses—based plant has the transpert element already absorbed
by the sugar operation and shares many services with it. In case
of technical or marketing problems,there¢fore, the mclasses-based
unit is meore financially cushicned.

Integration with a sawmill helps only on the raw materzal aspects
(wastes) but financially, a sawmill iz dwarfed and contributes .
little to plant economies. In any case sawmills of significant
size are not yet possible on the Viphya (see (2) above).

.. otdc i



5.3 A STATE OF CRISIS

In this lest chapter, an attempt has been made to relate Malawi's market

for pulp - based products to its available wood raw materials. The picture
drav.: does not claim to be complete since paper and pulp manufacturs involves
a lot more thon Jjust woed. Also, there is more to justifying a project

and to deciding whether o0 carry it cut than mere financiel and economic
considerations 3 11 is not within the scope of this paper te digeuss .o

such matters which are in the final analysis poiitical decisions. The sole
finetion of this report has been to highlight orders of magnitude regarding
tve dilermma vhich In many respects resembles that of a mariner surrounded by
limitless seas buat unable to drink from them and quench his tiny thirst.

Regarding the preposals for market creation and retention, it can be said
with confidence that all of them 2re or can be made feasible to & significant
degroe. Similar modes of industrial promotion and trade support are already
in use in boith developed and developing countries, EREven the idea of
inconvertible—currency transactions has been itried and a successful link is
said to be in opsration now beiweem Mozambique and Zimbabwe which might be
vorth studyines.

The real prodblem is thus not technieal in nature but one of setting priorities.
The aguestion for Malawi's policy makers to answer is whether a project

that reguires  such intensive "nursing" to achieve viabiliiy is Jjustifiable
vnder Malawi's current economic and social priorities.

As for raticral disposal of Viphya forest resources, it is no exaggeraticn to
describe the sitnation as amounting to a "erigis'., It will certainly

mequire imaginative and bold solutions and the decisions needed to
Imulement such golutions - need to be taken now., Any delay means nmore

value reduction on +the growing forest which remains unpruned and unthinned.
fis the forest guality becomes poorer, the cpiions open to Malawi diminish as to
alternative modes of expleoitation until Malawi may eventually be forced

w0 uie the crop for some unsat’sfactory . ~.purpcse which gives low

net benefita. This would be nost unfortunate and can be easily aveided

if those In policy-making positiocns have the will to save a project which
has poiential for generating much wealth if well executed,
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APPENDICES

Appendix 3,01 3

LIST OF B.T.N, CODES INCLUDED UNDER

BACH PAPER / PAPERBOARD CLTEGORY IN TEE STUDY.

R Produet nome B.T.N. CODES INCLUDED

1. NEJSPRINT 48,01.01.00

2. PRINTING & WRITING PAPHERS & BOLRDS 48.01.97.80 Printing
48.14.00.00 Stationery
48.14,00,01 Writing pads
A8,.%2,00,0% Other stationery

48.17.00.01

Excercise books

3. INDUSTRIAL PAPERS & PAPERBOARDS

(excluding articles made from them)

48.01.97.01
48,01.97.99
48,15,01.,00
48.16.02.00
48.16,98,00
48.01.97.91
48.01,97.94

Corrugated p/bd

Other ind., p/bd & pap.
Ind,p&bd cut to sizes
Kraft/similar bags
Boxes, bags

Kraft pap.& bd.

Other pap.& bd.

4. SPRECIALTY / MINOR GRADES plus SPECIALTY
ARTICLES OF PAPIR & PAPERBOARDS

431 other items in chapter 48

except Fihreboard.

5. PRINTED MATTER

A1l printed matter without

exception,
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Appendix 3.02 ¢ RAW DATA ON TRADE AND APPARENT CONSUMPTION

-
PRODUCT NAME ITEM| YEAR TRADE {m,% GROSS ANC (m.t)
IMPORTS | EXPORTS RE-EXPORTS
m.t. Price| m.,t. Price| m.t.Primeé:.
1, NEWwIPRINT WPY 1268 102 128 - - - - See Imports.
1969 158 142
1570 156 236
1971 331 136
1972 290 204
1973 293 213
1974 330 301 - - 15 827 315
1975 504 432 See imporis.
1976 93 404
19717 1490 514
1978 342 420 ’
‘ . -
]
Yeaz | Code™
2. PRINTING & : P
WRITING 19568 PRT 1161 249 See Imports
STA 25 707
WH? 16 582
08T 121 522
EXB 17 570 | 132 480 - 115
TOTAL | 1334 288 | 132 481 ' 1202
1969 DPRT | 1256 246 ( " See Imports
WRP 0 723
057 99v 697
LY 6 1013 | 45 444 - 39
| TOTAL | 1371 285 45 446 1326
1970 1 PRT 2484 171 See Imports
WRP i3 475 "
08T 125 720 2 60% 123
FEXB__ ! 7 679 | 135 611 ~ 128
| TOTAL t_2627 200 | 135 611 2 603 2490
1971 | PRT 1669 343 T See Imports
1678 |
OST ‘ 109 955 )
_EXB - 1593 | €5 541 { - 65
| TOTAL[ 1789 ~ 389 = 65 544 | R
Contimed next page.
NOTES ¢ 1, Price is in Kwachas per metric ton.
% The codes are for subltems where PRT 1s printing; STA is gtatione

WRP 1s writing pads;

OST

is other stationery: EXB is excercisge books.
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PRODUCT NAME YEAR CODE TRADE (m.t) GROSS ANC
TMPORTS . EXPORTS | RE-EXPORTS| (m.t.)
m.t, _Price { m.,%. Price | m.t. Price
PRINTING & 1972 PRT 1293 324 See imports
WRITING WRP 5 1340 l
0ST 152 940 |
TOTAL | 1448 392 | 1448
1973 PRT | 2210 414 ~ I'see imports
WRP 9 1073
0sT 264 1216
B 1 1464 :
TOTAL | 2484 500 2484
1974 PRT 2601 651 See imports
WRP 2 1778
08T 68 1744 1 1120 67
EXB 1 1074 See imports
! TOTAL | 2972 677 1 1057 2971
1975 PRT 2143 993 See imports
WRP 1 2786
OST 110 1659
EYXB 2 2020
TOTAL | 2256 1027 2256
1976 PRT 1731 620 12 410 1719
WRP 1 2570 See imports
03T 86 1613
EXB 1 4453 v
TOTAL | 1819 670 12 410 1807
|
1977 PRT 2038 645 See imports
WRP 4 819
08T \ 170 2370
EXB 1 4933
| TOTAL | 2213 778 2213%
1978 PRT 3320 617 See imports
WRP 4 2080
0ST 148 1789
TOTLL | 3472 669 3472
%, INDUSTRIAL 1968 INC 406 286 See imports
PAPER & PAPER- 108 199 557 1 1337 198
BOARTS KRE 37 483 See imports
BXB | 1325 438 3 416 1323
TOTAL | 1967 419 ' 4 620 1963
1969 INC 630 285 1 2005 685
ICS 225 515 2 164 223
KRB B2 400 See imports
| _ BXB 1735 436 | 6 257 1729
J } TOTAL LQTBQ 403 [ L4,9 350 2723
(Continued on next page)
Notes on Industrial category:

INC

ICS

—_—

KRB

is Industrial papers not cut to size

is "

" cut 1o size
ig Kraft and similar bags

s BXB is boxes ard bags (other).
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PRODUCT NAME YEAR | CODE TIMPORTS ] EXPORTS_ RE-EXPORTS,| GROSS ANC
‘ Mab. Price m.t. Price m,t. Price m.t.
INDUSTRIAL cont'd 1970‘ INC 800 280 6 302 794
IC3 } 250 418 2 457 248
KO R 22 402 See imports
B | BXB _ | 7242 500 11 309 2231
| TOTAL | 5504 440 19 322 2295
(COR is corrugated) 1971 | <OR T4 707 See imports
B iy 27016 284 2 269 2014
Ics | g5 959 See imports
JITE: 11 986 "
BB 119 286 3152 1919
VOTAL | 44.8 %89 [ ) 5 203 4403
19727 COR | 231 294 See imports
e | 1918 711
TC3 165 832
ED 6 1128
BX3__ ) 17353 249
TOPAL | 3653 419 2638
1973 | CCh 139 555 See imports
me | 3178 248 26 g72 3152
ICs 111 1050 See imports
wrn 6 1134
"B L1454 656 2 107 58 436 1394
COTAT, | 4688 457 3 805 84 £03 4801
1974 | COR 1049 4%7 See imports
ING 22075 545 21 1081 2184
TGS 140 1413 See imports
B 3 1089
_EXE 104 153 5 738 1 1999 1338
TOTAT | 4611 624 5 738 22 1124 4584
1975 | COR 1854 372 19 678 1815
ikC 4062 125 See imports
IC3 95 1475 0
KRB 40 551 1 1400 79
o EB e 974 3 849 27 624 847
ToTal | €200 674 23 755 28 623 6857
1975 | COR | Lo71 132 See imports
INC 2589 €63 8 949 52 1334 2529
ICs 183 1014 See imports
KIiB 1 2536 n
BB 129% 832 27 844 1266
TCTAL | D737 558 8 942 79 1157 5650
1977 | €on 614 665 1 See imports
NG 2996 790 14 822 2982
IC8 95 2033 See imports
BXB _| 1568 i8¢ 12 1677 176 944 1330
TOTAL | 5273 794 _J 2 1675 190 936 56%1
1978 | COR 841 658 \ ! See imports
Kraft | 2730 615 ! ‘
Other | 730 £93
165 131 1708 t
N o BXB ;1405 853
TOTAL | 5837 738 5837
[—
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PEODUCT  NAMA YEAR | CODE|___ IMPORTS EXPORTS | RE-EXPORTS | GROSS ANC
m.t. Price m.t, Price | m.t. Price m,%.
|
4, SPECIALTY/ 11968 | A1l | 351 989 11 801 4 1223 336
MITOR & t1o59 | » | 271 1264 2 2560 4 2521 465
SPRCIALTY 1970 i 360 1125 3 1151 1 1118 356
LRTICLES OF 1971 " 480 1425 54 685 - 2491 424
DLPEL D 1972 " 569 1076 - 759 - €290 569
PAPTRBOARD 1973 " 723 1180 -~ 2809 3 2621 (20
1974 | ¢ ) 497 1633 6 1490 4 3345 487
1975 " 448 2264 6 1129 1 2539 441
1976 n 222 3068 ~ 2322 1 2970 201
1977 " 743 3088 1 2185 - 10715 341
11978 L 531 1830 - 3861 1 4382 630
5. ERINT.D IATTHR| 19568 | All | 320 2461 T 15 756 2 1756 203
1969 | " | 335 1481 19 737 3 1440 313
oty et 197 " 214 1855 18 793 7 239 189
Notg sihoxe  lqgm | w | 159 3254 15 1010 2 2412 138
oy verwe o |1e2 | v | 188 3145 9 1291 15 1028 164
s P IEESigrs | e | 212 4503 17 1412 2 2565 1%
o 1974 " 245 4921 18 1495 10 2268 217
sotlmated 1075 | 0 | 228 12561% 14 3163 11 13 203
g SEEST dagye | w1195 4424 38 1233 10 3907 147
. T 1577 " 254 5647 20 2784 18 4326 216
2 Hich ¢itze 1978 " 306 7159 25 2055 8 3332 | 273
pratage siany Te [
|
6, FIRRIZOARDS 1954 | a11 | 270 1 : 370
2955 1 | 485 - 485
1966 | v 37455 - 560%
1957 | | 630 - 630
1658 | n | 545 - 545
1959 " 4170 - 470
1970 " 510 186 20 490
7L | v 490 167 17 470
157« " 505 146 - 605
273 K 715 221 - 715
1974 " 705 A44 - 705
1975 " 350 285 - 390
1976 | v | 200 16 - 300
1977 " 400 389 - 400
1978 v | 1215 421 - 1215

Source

Notes

Chipetz (2), Tables 3.18, 3.21

Import and ANC figures to nearest 5 m.t.; for 1966, ANC avarage for 1965/67.

Source ¢

For all paper & paperboard information, Amnual Statement of External Trade,

various issues covering the 1968 -~ 78 period., Publighed by National Statistical

Office, Printed by Government Printer, Zomba, Malawi.

Note on totals

imports less exports and re-exporta.

they come to more than 0.5 so they affect the ANC (and

In several cases, the ANC figure does not quite match the balance of
This is simply because some re-exports
and exports are below 0.5 m.t. and are therefore not recorded while if totalled,

ir all cases,

the

effect of minor quantitiss on average price is retained even if the quantiiy
is not recorded).
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\ppendix 5,01 : JUSTIFICATION FOR INCLUDING FIBREBOARD IN 4 SWGDY ON PAPIR

& PLPERBOARDS

Gomeral

Tho domer’ ¢ markel for “itrsboards has been shown to avara~e 500 - 600 m, .
PLr Yoo cincs 1951, It has shown little sign of increase and has flucivated
comtlidestl 5. In another study, an attempt has besn made o Jdentily
steniinl cuonosl markets in the subregion {(2). I% has been concluded ith~y in
"1z ohort tema, exrcort possivilities rermnin in Zimdtabuwe, Zombhia, Moormbioes
% thes r1l inres cowtirics have the wnod resourze io gsuppord thelr cm

4

Sl nmle o Ekould thess prove financislly viztle or shonld -hner bo
ingtalled fo“ c*her roasons. In the case of Zimbabwe and Fambia, domsatic
Theltontd Co"“vnwzlon is higher then Malavi's so *hat civen all vhzoe coumirlien
ming at ¢l i—ofrlcrercy, the othe> wuo could merc caasily Just I

~reotnent in 0m°11 pLanha then Malawi 2nd thair units wruld have more caancos of
colnr viatle 1y Malawd fag,

1 the glsulicn of plomit sezlie, vlantg estotlished i Aceslopive covntries
wovy owniiderabls Tre plont in Tancania has a rated capacity of G000 m. ..
At Moouon plon Lo rretabkiae ﬁbaat the sams, while the Ethiop'an and

Ty Liantg sre catlireted to be din the 3570 o ACI0 m.h. pow yoo Tang
3 la oo minrie arme very close to the -osolute minimm gice and in inve:s
L2y ero boesed on high it costs nble to be supyorted cnly by
cozilive marlzet ocreenzd by tarrif and other barriers from foreign competi
TL o is nniinr thr thmt Malavl's anmal. mavket is only 12 Yo 1L6% oI the
Cratorian/lalagasy plant copacities. The unit investment and opzrationsl costs
for 2 d.mertic - only nlant would be so high that an indewnendent plani
Townlikely to be justifinble except on subsidy terms.

(48]
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27, A porely domestic market weuld remzin toe small for the

> bz more than a dependent partzel wiose losses will be carried
Towng odwr nciivitiern in the plant., It is thercefore necessary to sgelec

the activilizce ity which fibroboard manufacture is integroted very ca rpfully
Tooenoure thow U0 ke vonture proves oxitvemely unprofivable, I can be cleged
Coom wlth- ol aifican® disruption.  Invegration with lep/paper/paperboar
r-wifoetiire offuws This advontoge while integration with sawmilling, or
vith plyvecd wor™d not. Tho rangors are given nelow.

. SYRUNEDE
LaTTS N

rinzlly, i1t is worih statiog in this invroduction that the outhor's inclinatlon
is to recommend that at this stage Malawi chould not centemplate fibreboa
manufacture at all but invesgt in pine plywocod and priece it low enoush to
cubgtitute for a significant proportion of the hardboawd proportion of Zibreboaz-
Lue softboaids can convinue being imported until local demand Justifies

capacity. Obviously, 1if =~ firm export market were identified, this vieuwpoint
couald be rejected,
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Advantages of integration with paper/paperboard manufacture

The guestion of whether domestic paper/paperboard capacity is itself justifiable
or viable is ignored here. Aasuming such capacity exists, the reasons for
fibreboard being integrated with it rather than with other industry or being
independent are :

1. Both fibreboard and paper/papertoard are made from cellulosic fibre
pulps. All processes up to and including pulp manufacture by mechanical
methods are therefore common to hoth products znd can share eguipment.

If fibreboard manufacture is integrated with other wood indusiries,
however (sawmilling, plywced)}, virtually no PFOCGSSi:g facilities can 2z
ghared apart from minor ones like boilers.

2. Fibreboard's pulp quality requirements are generally lower than for
paper and peperbcrrd in that the former can accept fibre-bundles while
for most of the latter, pulp must be refined to virtually sirgle
fibres.

Screenings from paper/paperboard can therefore be diverted to the
fibreboard line so reducing the necessary pulp-refining capacity, the
savings on which can be trensferred to financing more chip-refiner
capacity for the coarse fibreboard pulp.

%, Just as for paper/paperboard menufacturing, small-scale fibreboard
processes require considerable amounts of good water as pulp carrier.
Whileas for a large-scale fibreboard plant expenditure on ater plant
and storage systems is a small fraction of total investment, thig item
can be quite significant for a small plant. 1f the fibreboard plant
is integrated with a papar/pazperboard line, however, its water nesds
arc abgorbed into insignificance.

If it is integrated with sawmilling or plywocd,however, the water
supply system is entirely for the small fibreboard line and so
becomes a major overhezaB item.

4. Both in paper/paperboard - pulp and fibreboard manufacture, a small
proportion of finely-ground f{ibre escapes the siwvves at dewaterirg
which is eventually discharged as effluent. Such fibre has considerable
biolegical oxygen demand and in these ecology-concimus times, it
is common for mills to be forced to build settling ponds or other
anti-pollution systems prior to the discharge point for effluent into
waterways.

For a small fibreboard plant, effluent anti-poliution treatment measures
would add a significant cost element to the.. budget. Fven when integratea
with plywood or sawmilling, the effluent-irpeatment cost would fall
entirely on the fibreboard line as the other two activities have no
peliutant of a similar nature.

When integrated with z paper-pulp plant, however, fibreboard's share
of both effluent and of the cost of its disposal would be insignificen*
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In the general introduction to this appendix, Malawi's domestic demand
has been shown to be only a fraction of the capacities of the smallest
known fibreboard plants. If regional markets proved inaccessible and
Malawi decided to “go it alone” by running a mini-plant, the chances of
such a project's financial failure would be considerable. Shofld such
failure owcur, integration with paper/pzperboard would have the following
advantages

a) All the wood raw material can easily be diverted to pulp for paper/
paperboard as specificggiona are identical;

b) The wood-chipping and any debarking capacity can similarly be diverted
vithout modification ;

¢) The chip refiners capacity can be diverted, also unmodified except
possibly in terms of fitiing plates with finer corrugations j

d) With some adjustments, the board-formation line (if Fourdrinier-based)
can probably alszc be diverted to making the thicker paperboards ;

=~} 1If, as is more likely, a batch former/dewatering unit is used, this
too could probably with modifications be diverted, if not to
paperboard manufacture, then to dewakering bulk pulp for sale as pulp.

e) The entire stock of chip-storage silos, pulp vats and pulp-transport
plumbing, water system and anti-pollution setup can be absorbed
by a paper/paperboard operation,

f) The divertions outlined at (a) io (e) would leave only the driers
and hot platen-press as major items left trully redundant if a
fibreboard line in a paper/paperboard operation were closed down.
It ig likely, however that a market could easily be found for both
items at a plywood mill (where drier and press capacity are usually
less than necessary so necesgitating these items' working 3 instead
of 2 shifts as for the other prinoipal machines )

The dominant theme we have trled to highlight under item 5 above is

that whileas 2 fibreboard plant integrated with a saw/plymill would,

if it closed down leave such mills with a lot of costly but unusable
machinery, the same line if integrated with a paper/paperboard operation
could be put to useful purpose and therefore even stocks of spares

would not be wasted.

Add to this the many shared facilities (water, anti-pollution, energy)
and the similar technologies (therefore less costly per unit to

run and maintain), the case for integrating fibreboard with paper/
paperboard instead of with other industries seems quite strong.

Lt the time of making actual decisions, however, a thorough comparative
analysis of all possible combinations would still be necessary.
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