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I. Introduction 

 

Thank you for inviting the Coalition for Fair Lumber Imports to meet with your Committee to 

discuss the Canada – U.S. Softwood Lumber Agreement (2006).  Zoltan Van Heyningen, 

Executive Director of the Coalition, regrets his inability to be here but he has asked me to attend 

and to provide you with the information you are seeking.  I have a brief presentation and I will be 

pleased to answer any questions you may have. 

 

 

II. What is the Coalition? 

 

The U.S. Coalition for Fair Lumber Imports is an alliance of large and small lumber producers 

from across the United States.  The Coalition is supported by hundreds of thousands of their 

employees who are united in support of a fair and competitive North American lumber market.  

Every U.S. sawmill worker supports 4 to 5 downstream jobs in the United States.  Additionally, 

tens of thousands of U.S. private woodland owners have a significant stake in bringing about a 

fair and competitive North American lumber market.   

 

It has been suggested in the media that the Coalition’s members are not competitive.  This is 

incorrect.  The Coalition’s members are competitive producers who are fully capable of 
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competing with fairly traded imports from Canada.  Coalition Chairman Steve Swanson has 

noted that “Independent studies confirm that U.S. sawmills are among the most efficient in the 

world.”   

 

Mr. Swanson has explained that:  

 

“All that we have ever requested is a level playing field.  Open and competitive Canadian 
timber markets would provide that.  It is disappointing to see the competitiveness red 
herring repeated again.” 

 

I have attached as Annex 1 to the printed text which the Coalition gave to the Secretary a copy of 

a report supporting this statement.   

 

 

III. Coalition Position on Canadian Trade Practices 

 

The Coalition supports the SLA and believes that it continues to provide the basis for avoiding 

renewed international trade litigation between Canada and the United States so long as the 

parties meet their obligations under the Agreement. 

 

The Coalition recognizes that compromises were made on both sides to arrive at a balanced 

agreement.  The SLA is not perfect – no one got everything they wanted.  It is worth recalling 

that the first Executive Secretary of the GATT, Sir Eric Wyndham White said the best agreement 

is one which is mutually unsatisfactory. 
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The United Steelworkers Union recently suggested that the U.S. is trying to re-negotiate the 

SLA.  This is not the case.  United States parties simply insist on compliance with the 

Agreement.   In requesting consultations Ambassador Schwab has merely sought to ensure that 

the Government of Canada and the provincial governments are observing their obligations under 

the Agreement. 

 

 

IV. Resolution of Trade Irritants 

 

The Coalition believes that if both parties faithfully implement the SLA it will remain a viable 

alternative to trade litigation for many years to come. 

 

The United States Government has legitimate concerns with the Canadian practices and 

adherence to the SLA which USTR Schwab raised with Minister Emerson in her letter of March 

30.  (Annex 2)  

 

The Agreement gives the United States the right to raise such concerns and to seek clarification 

with respect to matters that it believes affect the operation and faithful implementation of the 

Agreement.  The Coalition will urge USTR to exercise its right if it appears there is a need to do 

so.   

 

U.S. and Canadian government officials held consultation meetings in Ottawa on April 19.  

Unfortunately, reports indicate that Canadian officials refused to engage in actual constructive 
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discussions during this meeting.  In light of this, it appears unlikely that a speedy resolution short 

of arbitration is attainable. 

 

At the same time, stakeholders in British Columbia have expressed concerns that the massive 

post October 12, 2006 subsidy programs announced by Ontario and Quebec raise serious doubts 

as to Canada’s commitment to honour this Agreement.  B.C. Forests and Range Minister Rich 

Coleman in a Vancouver Sun article on February 21, 2007, reportedly expressed disappointment 

with the actions taken by Quebec and Ontario.  Minister Coleman said “It does make it difficult 

for our U.S. partners to understand that we are serious about the deal.” (Annex 3) 

 

I was present at the CN and Alberta Sustainable Resource Development sponsored Canada-U.S. 

Trade Relations Forum:  The Canada-U.S. Softwood Lumber Agreement 2006 in Edmonton last 

month and this sentiment certainly came across quite clearly. 

 

B.C. is not alone in its concerns about behaviour in other parts of Canada.  Discussions with 

Quebec industry representatives suggest that they consider that manipulation of stumpage fees in 

B.C. – and more recently Alberta – are impacting lumber prices throughout North America 

including in Eastern Canada. 

 

Let me deal with just one concern -- the failure to enforce the export measure rules in Articles 

VII and VIII of the SLA.  At issue is how Canada is calculating export volume limits above 

which the Agreement’s “surge mechanism” is triggered for “Option A” provinces, and also 

Canada’s calculation of quota volumes for “Option B” provinces.  A key basis for calculating 
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surge “trigger volumes” and quota volumes is a concept called “Estimated U.S. Consumption.”  

Annex 7D of the Agreement explains how Estimated U.S. Consumption is to be calculated for 

purposes of trigger volumes and quota volumes, and it provides for an adjustment in the 

calculations when past calculations show a significant disparity between estimated and actual 

U.S. consumption of softwood lumber. 

 

The United States is concerned about Canada’s current position that this adjustment requirement 

does not apply to calculation of trigger volumes for the Option A provinces.  I understand that 

this current position of the Canadian government represents a reversal of Canadian officials’ 

initial view that there is no distinction in the Agreement between calculation of Estimated U.S. 

Consumption for, respectively, trigger volumes and quota volumes.  In other words, the 

Canadian government was, in early January 2007, fully prepared to apply equally, and 

immediately, the necessary adjustment called for under the Agreement to Option A regions 

British Columbia and Alberta, as well as to Option B regions Quebec and Ontario. 

 

As a long time observer of Canadian federal-provincial relations and this dispute, it is 

inconceivable to me that in an Option B jurisdiction like Quebec would be prepared to accept a 

discipline that is not also imposed in some way on an Option A jurisdiction like British 

Columbia. 

 

The Coalition considers that instead of reversing its position on critical components of the 

Agreement under provincial pressure Canada should honor all of its commitments under the 

Agreement.  This includes administering the Agreement in a transparent manner through the 
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timely and transparent exchange of data as contemplated and required by the Agreement.  

Currently, statistical reports from Canada are confusing and irreconcilable, and thus do not 

engender the level of trust needed to make this Agreement work. 

 

The United States is also concerned about Canada’s current position that this adjustment 

requirement for Option B does not apply at all until July 2007.  Again, I understand that this 

represents a departure from Canadian officials’ initial understanding. 

 

The Coalition believes, based on trade data published by the Canadian Department of Foreign 

Affairs and International Trade, that the B.C. Interior region exceeded its trigger volume in 

January and March 2007 such that Canada should have collected nearly US$20 million more 

from BC Interior exporters.  In addition, the Coalition believes that Ontario exceeded its quota 

volumes in February and March. 

 

This is the type of compliance issue that will not simply melt away. It cannot be ignored in the 

hope that time will resolve the problem – delay only makes it worse as justice delayed is justice 

denied.  The volume-adjustment measure that I just described was a critical part of the balance 

that made the SLA acceptable to U.S. parties.  The understanding that the Canadian government 

reversed its initial understanding that the measure has applied since the Agreement’s outset with 

respect to all covered provinces makes U.S. parties’ insistence on full compliance particularly 

acute. 
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V. Conclusion 

 

USTR Schwab has requested consultations on the identified matters because the United States 

believes that these measures at issue violate Canada’s SLA obligations.  The United States is 

using the consultative mechanism in the SLA to try to efficiently and expeditiously resolve these 

issues.    

 

The Coalition supports the U.S. request for consultations.  Coalition Chairman Steve Swanson 

explained: 

 

“… the SLA can and should be an enduring solution to the unfair trade problem.  But the 
SLA can and should be an enduring solution if its requirements are observed.  The 
Canadian government presently is not applying export measures as required by the 
agreement and provinces are providing forbidden subsidies.  It is imperative that these 
issues be resolved quickly, and we support ongoing efforts to resolve them.” 

 

Our initial submission to you indicated that Coalition Members hoped that the then-impending 

consultations would effectively and expeditiously address these concerns and that a satisfactory 

resolution would be found so that they could all go back to their primary role of producing and 

selling softwood lumber products in an open, competitive and fair North American softwood 

lumber market.   

 

However, the Coalition is disappointed by reports from U.S. negotiators that Canadian officials 

declined to engage constructively in consultations. 
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If the consultations cannot prevent formal arbitration, it would be very wrong to blame the 

Coalition or Ambassador Schwab’s team. 

 

The ball is in Ottawa’s court – through good faith engagement these matters can be resolved.  

Stonewalling because the provinces and not Ottawa appear to be in control, will force the issues 

from a consultative process into arbitration and reinforce uncertainty and questions about the 

Agreement’s durability, and at least delay the opportunity  for peace within the North American 

industry that the Agreement represents. 

 

I would be pleased to answer any questions you may have. 
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ANNEX 1 
 

Global Lumber Benchmarking 2004 --  
Prices, Log & Sawmilling Costs Vary Widely 

 
Wood Markets Monthly, Dec/05-Jan/06 

 
 







Annex 2 
 

Letter from Ambassador Susan Schwab 
to The Honourable David Emerson, P.C., M.P. 

 
March 30, 2007 
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ANNEX 3 

 

Summary to USTR Schwab’s Letter which Lists Subsidy Programs at Issue 
 

USTR Schwab’s March 30, 2007 Request for Consultations to Minister Emerson raised the 

following concerns:   

 

• Canada has refused to properly administer the anti-surge mechanism  

o Canada is not applying the Export Charges and Volume Restraints as set out in 

the Agreement.  

 

• Canada continues to provide subsidies to their industries  

o Ontario provides the following support programs  

Forest Sector Loan Guarantee Program 

Forest Sector Prosperity Fund 

Funding for primary and secondary forest access roads 

Northern Ontario Grow Bonds Pilot Program 

Ontario Wood Promotion Program 

 

o Quebec provides the following support programs  

Funding for the reduction in the cost of operations and silvicultural investments 

Support for Regional Development 

Funding for forestry workers 

Business Modernization 

 

o In February 2007 Canada announced $127.5 million over 2 years to promote 

forest sector innovation and investment and to expand market opportunities for 

Canadian wood-product producers. 

 

 
 

 




