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1 Executive Summary

1.1 Background

This report is the latest in a series of studies of British Columbia’s (BC) secondary wood products
manufacturing sector that began in the 1990s, with reports published for the years 2006, 2012, and 2016.
Representing the state of the sector in 2021, this report is informed by a survey designed to capture
operational, employment, production, marketing, and financial information on various business types
across the sector.

The final survey population included 516 firms, of which 136 completed the full questionnaire, yielding a
26% response rate. The results reflect not only the profound transition BC's forest industry underwent and
continues to experience, but also the unprecedented events that occurred in 2021 such as those associated
with the Coronavirus (COVID-19) pandemic and climate change.

1.2 Key Points

Firms

e The 2021 survey population included 516 firms, of which 136 completed, yielding a 26%
response rate (same as 2016 survey response rate)

e Remanufacturers made up 36% of respondents, while millwork & finished products
firms comprised 18% of all respondents (compared to 2016, when millwork was
represented at 22%, engineered wood products at 20%, and cabinets at 17%)

e 71% of respondents indicated that their firm was a corporation; 18% a sole
proprietorship; 8% a partnership; and 4% as other

e 1% of respondents indicated that their firm was wholly owned by Indigenous people
and/or an Indigenous organization; 4% indicated they were partially owned by
Indigenous people and/or an Indigenous organization

o 7% of respondents indicated that their firm was wholly owned by one or more of the
following: women, visible minorities, and/or people with disabilities; 32% were partially
owned by one or more people from this group

Capacity
e Average capacity utilization was 73% (compared to 76% in 2016, 66% in 2012, and 77%
in 1994)

e 50% of respondents planned to add capacity from 2023-2025
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Employment

e The sector employed an estimated 17,100 full time employees. With the exclusion of
commodity lumber producers, there were 14,100 jobs in 2021 (compared to 16,888 total
in 2016)

e In terms of employment, 24% of employees in the sector worked at remanufacturing
firms (25% in 2016; 26% in 2012). Engineered wood product manufacturers employed
9% in 2021 (22% in 2015 and 19% in 2012)

Sales

e The sector generated an estimated $5.63 billion of sales in 2021. With the exclusion
of commodity lumber producers, revenue was $4.63 billion (compared to $4.46 in
2016)

e 24% of responding firms had revenue greater than $12 million/year; 40% had $1.1 -
$12 million/year

e Interms of sales, producers of remanufactured products made the greatest economic
contribution at 49% (20% in 2016), while engineered wood product manufacturers
contributed 11% of sales for the sector (19% in 2016)

e All business types reported an average increase in sales revenue from 2019 to 2020
followed by a larger rise in sales revenue from 2020-2021

Markets
e 98% of firms sold their products to BC markets (compared to 96% in 2016). 54% of
responding firms relied on the BC market for at least half of their sales revenue
(compared to 69% in 2016)

o 57% of respondent firms sold to the US market and 54% sold elsewhere in Canada

Materials Used

e Western red cedar was the most used species by responding firms in terms of
roundwood equivalent volume, accounting for 25% of materials in total (compared
t0 19.5% in 2016), followed by Douglas-fir at 18% (compared to 26% in 2016)

e The main input materials were lumber (44%), other (18%) and logs (15%)

e 21% of all respondents relied on Douglas-fir and Western red cedar for at least half
of their raw material inputs (28% and 18% respectively in 2016; 29% and 19% in 2012)

e Douglas-fir and Western red cedar were the most frequently used species at 68% and
54% (compared to 57% for Douglas-fir and 49% for Western red cedar in 2016)

Location
e Coastal:
o 53% of firms were located in the Vancouver-Fraser Valley region (compared to 55%
in 2016)
o Island-Coast region: 10%
e Interior:

o Northern region: 11%
o Southern region: 26% (compared to 20% in 2016)
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2 Introduction

2.1 Background and Purpose

Since 1990, regular surveys and their associated reports have provided a snapshot of the economic impact,
trends, and structure of British Columbia’s (BC) secondary wood product manufacturing (value-added)
sector. The results of these surveys provide information that informs the decisions and activities of forestry
stakeholders including policy makers, industry, forestry-dependent communities, and industry associations.
The ability to generate the most value and jobs from BC's lumber and forest products, including from forest
residuals and waste streams, is viewed by the provincial government and others as a key benefit of the
value-added manufacturing sector. In 2022, MNP was engaged to undertake the eighth of such surveys in
order to provide a snapshot of the sector in 2021. This report presents the findings of this survey.

2.2 BC's Secondary Manufacturing Sector
Definition

Primary manufacturing is the breakdown of logs into products such as lumber or timbers. Secondary, or
“value-added”, manufacturers further process primary sector outputs and by-products (i.e., chips, sawdust,
shavings, trim blocks) into semifinished or finished products’ Products include remanufactured wood
products, engineered wood products, mass timber products, millwork, cabinets, furniture, pallets and
containers, plywood and panelboards, commodity lumber products, and others.

History

The value-added sector expanded throughout the 1990s, but growth stalled in the early 2000s and the
number of firms decreased between 1999 and 2006.2 From 2006 to the early 2010s, there was a downturn
in the United States housing market which bottomed-out during the great recession (2007-2009). This
weakened the secondary manufacturing sector and led to a shift in production in which products targeting
the domestic market grew, while production of panelboards and remanufactured products contracted.? By
2016, the sector experienced a rebound with its sales, employment, and number of firms increasing.*

T Pacific Forestry Centre, Canadian Forest Service, Natural Resources Canada. National Secondary Wood Product
Manufacturing Survey: A Prevue. (March 2019)

2 Stennes, B., Wilson W.R,, & Wang, S. Secondary manufacturing of solid wood products in British Columbia, 2006; structure,
economic contribution, and changes since 1990. (2008)

3 Stennes, B., Bogdanski, R., Secondary manufacturing of solid wood products in British Columbia 2016: Structure, economic
contribution and changes since 1990. (2019)

4 Pacific Forestry Centre, Canadian Forest Service, Natural Resources Canada. National Secondary Wood Product
Manufacturing Survey: A Prevue. (March 2019)
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The Sector in 2021

BC's value-added sector in 2021 continued to provide jobs and contribute to domestic and export markets.
Secondary manufacturers were consumers of the province's wood resources, some relying on BC's primary
manufacturing industry for their raw materials. The sector also played a role in maximizing the full value
extracted from forests.

Companies in the sector have always faced challenges, but 2021 represented an unprecedented time for
the sector. Global events such as the ongoing COVID-19 pandemic that began in 2020, have and continue
to profoundly impact the sector. Combined with climate change, evolving ecosystems, dynamic market
prices, interest rate rises, labour shortages, supply chain issues, and fibre supply issues, firms operating in
the secondary wood manufacturing sector have evolved and adapted as they underwent both a myriad of
challenges, as well as opportunities within the changing landscape.

2.3 Structure of the Report

The remainder of the report is organized as follows:

e Section 3 describes the methodology used in conducting the Survey.

e Section 4 provides an overview of the Survey Results.

e Section 5 provides an overview of the Secondary Manufacturing Trends.
e Section 6 provides the Summary and Conclusion.
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3 Methodology

3.1 Approach

The project was launched in November 2022 and completed in April 2023. An overview of the project
approach and timeline is outlined in Figure 1 below.

Figure 1: Timeline of approach

November 2022 March 2023
Project Launch Sample Frame Survey Survey Data Cleaning and Survey Report
Development Refinement Administration Analysis

December 2022

In steps 2, 3, and 4, the data collection tools were developed, and primary research activities were
undertaken. Figure 2 outlines the main activities in each of these steps and a more detailed description

follows.

Figure 2: Summary of primary research activities

!;‘:)

Sample Frame
Development

Current and past lists
organized, cleaned and
updated.

7

Survey Development
and Refinement

Survey from the 2016 project
was refined and updated and
designed to maximize
completion.

.(:).

Survey
Administration

Survey was administered over
3 months and included emails,
phone calls and other
communications aimed to
encourage completion.
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3.2 Sample Frame Development

The sample frame used in identifying BC secondary wood manufacturers was based on those used for past
surveys, with some updates. Primary manufacturers who produce secondary wood products were invited
to participate to ensure the full scope of secondary wood product manufacturing was reflected. These
producers are referred to as “commodity producers”. Mass timber products were separated from
engineered wood products in the data collection tools.

As with previous surveys, the 2021 survey excluded manufacturing conducted by contractor/builders, and
custom and/or specialty one-off operations. This influenced the inclusion of some engineered wood
product firms and cabinet manufacturers. For example, companies that manufactured pre-built homes for
offsite-final assembly were included in the engineered wood product category while a contractor or a
builder who constructs on-site was excluded.

The contact list was compiled from the list used for the 2016 survey and contact lists provided by BC
associations that contributed to the previous studies. The lists were consolidated and a total of 849 records
were identified. These records contained duplicates, out-of-date contact information, not-in-service
numbers, and companies no longer operating. Addressing these errors reduced the final sample frame to
516. The sample frame was compared with business counts from Statistics Canada’s Business Register. In
2021, there were 527 firms with employees producing veneer, plywood, panel boards, engineered wood
products, millwork, remanufactured products, log and timber frame homes, and other products. In
addition, there were estimated to be between 50 and 75 businesses producing cabinets, furniture and
fixtures that fit within the definition of secondary manufacturers used for this study. This comparison
suggests that the sample frame captured the majority of secondary wood products manufacturers in BC
in 2021. Industry experts reviewed and verified the sample frame. Table T below provides a summary.

Table 1: Summary of sample frame

Records Identified 849
Out-of-Scope 333
Final Sample Frame 516

3.3 Survey Development and Refinement

To support the comparison of results over time, the 2016 survey questionnaire was used as a starting point
for the development of the 2021 questionnaire. The 2016 survey took participants an estimated two hours
and forty minutes to complete and was distributed by fax as well as hard copy in two phases. The 2021
survey was optimized to allow completion of the survey in approximately one hour and, in turn, increase
the likelihood of completion.

The revisions to the questionnaire included removing redundant questions and updating categories to
reflect the current context. For example, the 2021 questionnaire included questions about the involvement
of Indigenous people, women, and visible minorities in the sector. The electronic commerce section was
updated to correspond with the changes in online commercial activity and platforms since 2016. Also, some
open-ended questions were added to capture changes or trends in the sector that are still in early stages
and not yet widely anticipated. Along these lines, the survey also asked future-facing questions, including
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those relating to product and market expansion plans. Once the questionnaire was finalized, it was piloted
to ensure clarity of direction, ease of flow, and accessibility. The questionnaire is included in
Appendix B.

3.4 Survey Administration

Prior to the release of the survey, organizations were notified by email of the upcoming request to
participate and of the important future uses for the soon-to-be collected information, all in an aim to
support the sector. Notice of the survey’s opening was emailed to participants and the survey was
completed online through a website link. It took respondents, on average, under one hour to complete.

The survey was launched by email on December 14, 2022, with an initial closing date of February 3, 2023.
To allow more respondents to complete the survey, the administration period was extended until March
17, 2023.

Throughout the administration period, regular reminders were sent to the potential respondents via email,
phone call, social media, letter, and newsletter. In addition, the survey administrator made targeted phone
calls to companies that had not yet responded or that had started, but not completed the survey. BC Wood,
sector associations, and Fll also sent customized communications encouraging participation. Finally,
incentives were offered to participants including a customized benchmark report and market exposure for
their company on BC Wood's website. “Survey fatigue”, or a reduction in willingness to respond to a long
survey that requires significant time investment was observed during the administration.

3.5 Survey Response Rate

The survey achieved a response rate of 26%, consistent with that of the 2016 survey. Table 2 below shows
the responses that came from the final sample frame of 516.

Table 2: Overall survey responses

Survey Responses

Final Survey Frame 516
Non-response 328
Refusal 53
Completes 136

Response Rate 26%

Secondary manufacturing of solid wood products in British Columbia 2021 8



MNP

3.6 Survey Analysis

Data were collected for BC secondary wood manufacturers that made products in the following business
types or categories:

Remanufactured products (examples include: finger joint lumber, lumber specialties, fencing, panels,
rig mats).

Engineered wood products (examples include: laminated veneer lumber, I-joists, laminated
posts/beams, trusses, prefab buildings, log homes, treated wood).

Mass timber products (examples include: glulam beams, nail laminated timber, dowel laminated
timber, cross laminated timber).

Millwork (examples include: doors, windows, architectural and custom woodwork, turned wood
products, mouldings).

Cabinets (examples include: kitchen/vanity cabinets, cabinet doors, countertops).

Furniture (examples include: household, ready-to-assemble, commercial, institutional and patio).
Pallets and containers (examples include: pallets, boxes, bins, and crates).

Plywood & Panelboards (examples include: plywood, oriented strand board, fibreboard but excluding
veneer).

Commodity lumber products.

Specialty Wood Products (other products not included in the other categories).

3.6.1 Data Cleaning

Survey responses were reviewed for completeness and consistency. Scans for outliers and response rates
by business type were conducted. Based on these checks, several adjustments were made to the data set.
To protect respondent confidentiality, it was necessary to aggregate some categories:

Region: The Kootenay region was merged with the Okanagan to create a “Southern” region. Figure 3
shows the map with the specified regions used in this report.

Figure 3: Regions specified for BC secondary wood products manufacturers in 2021

Regions
1. Island Coast

2. Vancouver-
Fraser Valley

3. Southern

4. Northern
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e Business Type: Plywood & panelboard were grouped into commodity lumber products; mass timber
products were grouped into engineered wood products; and specialty products were grouped into
remanufactured products. Table 3 below shows these groups.

Table 3: Groupings of business types

Business Type Count

Cabinets 10
Cabinets 10
Commodity lumber products 9
Commodity lumber products 8
Plywood & Panelboard
Engineered Wood Products 15
Engineered Wood Products 14
Mass timber products 1
Furniture & Fixtures 9
Furniture & Fixtures 9
Log Home & Timber Frame 19
Log Home & Timber Frame 19
Millwork & Finished Products 25
Millwork & Finished Products 25
Remanufactured Products 49
Remanufactured Products 47
Specialty Products 2
Grand Total 136

For several quantitative questions, values were grouped in the same way as the 2016 survey. These were:

e Number of employees: 1to 15; 16 to 50; and +50.
e Sales Revenue: less than $1 million; $1-$3 million; $3-$12 million; and greater than $12 million.

Some discrepancies were identified in the way that sales revenue data were entered in Question 12, which
requested that respondents provide three years of gross sales revenue. These were resolved with the
following strategies:

e In cases where revenue was less than $100, the assumption was made that this represented a “choose
not to answer” response. Accordingly, these entries were omitted from the analysis.

e In four cases, the given sales revenue was ten times greater or lower in one year compared to the
other two. Participants entered data as free-form text for this question. Consequently, it was assumed
that a typographical error was made in the entry of the numbers and an extra “0” was either added
or missed. For these responses, the outlier year was brought into alignment with the other two years
by dividing by or multiplying by ten, as applicable.
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4 Survey Results

This section reports the results of the 2021 survey. The terminology and organization are consistent with
those from previous studies.

The survey asked respondents for information about the legal status of their firms. Approximately 71% of
respondents indicated their business was a corporation; 18%, a sole proprietorship; 8%, a partnership, and
4% as other.

4.1 Employment

The survey respondents were asked to indicate the number of employees in their company. The median
number of employees reported was 20 and the average number of employees was 50. Although large
firms with greater than 50 employees only made up 26% of all firms, they accounted for almost 77% of all
employment. By comparison, while 43% of firms had no more than 15 employees, they employed 6% of
the sector’s workers.

Figure 4 shows the distribution of employment by region® and firm size. Regionally, the Coast — comprised
of the Island-Coast region and the Vancouver-Fraser Valley region — accounted for 65% of employment.
The Southern (Interior) region accounted for 28% while the Northern (Interior) region accounted for 7% of
employment.

Figure 4: Number of employees for firms with employment data, by size of firm (employees per
firm) and region of primary location (n=136)

4,500 61%
4,000

w
u
o
(@)

3,000
2,500

28%
2,000

1,500

Number of Employees

1,000
7%
500 4% ’

, . ]

Island - Coast Vancouver - Fraser Northern Southern
Valley
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> In order to protect the confidentiality of responses, the Thompson-Okanagan and Kootenays regions are combined into
a single “Southern” region.

Secondary manufacturing of solid wood products in British Columbia 2021 1



MNP

Figure 5 shows that the majority of responding firms were small or medium-sized in 2021, employing fewer
than 50 people. In the Southern region, 50% of firms reported having between 1 and 15 employees. The
region with the greatest proportion of large firms (50 employees or more) was the Northern region (33%).

Figure 5: Geographical distribution of secondary manufacturers by size of firm (n=136)
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Employees per Firm

Figure 6 illustrates the relative size of firms in each business type based on number of employees. All
business types, except commodity lumber, showed at least 37% of the responding firms to be small with
1-15 employees. By comparison, more than 30% of respondents in cabinets and remanufactured business
types reported having 50 or more employees, and almost 90% of respondents in the commodity lumber
business type reported having 50 or more employees.

Figure 6: Distribution of secondary manufacturers by business type and size of firm (n=136)
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4.2 Demographics

Respondents were asked about demographic diversity in their ownership and employee base.

Diversity of Ownership

When asked about Indigenous ownership, 4% of respondents indicated that their firms were partially
owned by Indigenous people and/or an Indigenous organization. One percent indicated that their firms
were wholly owned by Indigenous people and/or an Indigenous organization.

Figure 7 shows the responses of firms when asked if any one or more of the following: women, visible
minorities, and/or people with disabilities had an ownership stake in their firm. Seven percent indicated
that their firm was entirely owned by one or more from this group; 32% indicated that they were partially
owned by one or more from this group.

Figure 7: Firm ownership by women, visible minorities, and/or people with disabilities (n=136)

100%
80%
£
= 60%
ks 53%
(]
o)
8
c
S 40%
& 32%
20%
7% e
0%
Yes, wholly owned Yes, partially owned No Prefer not to say

Indigenous Employment

Figure 8 shows the estimated number of Indigenous employees working for respondent firms in 2021. Over
half of respondents reported that some of their full-time equivalent employees included Indigenous
people. 46%estimated that 1-5 of their employees were Indigenous, 4% estimated that between 6-10 of
their employees were Indigenous, while 7% estimated that more than 10 of their full-time equivalent
employees were Indigenous.
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Figure 8: Number of Indigenous employees (n=136)

100%
80%
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Respondents were also asked about the number of full-time equivalent employees who identify as women,
visible minorities, and people with disabilities. Table 4 presents their responses, averaged per firm.

Table 4: Number of employees who are women, visible minorities, people with a disability (n=136)

Women 8
Visible Minorities 10
People with Disabilities 0

4.3 Sales

A total of $2.5 billion in sales revenue was reported by the 111 respondents who provided their estimated
revenue figure in the survey. Of this, an approximate $500 million was attributed to Commodity Producers.
Sales of less $1 million were reported by 20% of survey respondents, while 28% reported more than $12
million in revenue. Figure 9 provides the revenue distribution across secondary wood manufacturers.
Producers of remanufactured products accounted for 58% of total sales revenue in 2021 and accounted
for the largest number of respondents, comprising almost one-third of all. Commodity lumber producers
accounted for the next largest share with sales revenue at 30%. Other business types each accounted for
less than 3% of sales revenue of all responding firms.
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Figure 9: Revenue distribution of secondary wood manufacturing respondents in 2021 (Total $2.5
billion) (n=111)°
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Figure 10 shows that 86% of respondents producing commodity lumber products and 49% of
remanufactured products reported sales revenue over $12 million in 2021. In contrast, approximately 40%
of responding manufacturers of cabinets, log homes and timber frames, and millwork and finished
products had sales revenues under $1 million that same year.

Figure 10: Distribution of respondents by revenue class and business type (n=115)’
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6 25 respondents did not provide sales revenue data.
7 21 respondents did not provide revenue range data.
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Respondents were asked to provide estimates of the changes in sales revenue between 2019 and 2020 as
well as between 2020 and 2021. Figure 11 shows their responses. From 2019 to 2020 most business types
reported sales revenue increases of up to 15%. From 2020 to 2021, all business types reported a larger
jump in sales revenue with commodity lumber producers, engineered wood product manufacturers,
furniture and fixtures producers, and remanufactured product producers showing rises between 17% and

29%.

Figure 11: Percentage change in sales revenue (n=107)%
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8 7 respondents did not indicate the changes in sales revenue data.
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4.4 Products and Services

Table 5 shows the percentage of respondents in each business type that manufacture for specific end-
uses. The majority of respondents produced for the new residential building market (76%), remodelling
market (57%), and for the commercial building market (51%). By comparison, 26% of respondents
produced for the industrial buildings market and 31% of respondents produced for industrial uses. 41%
produced for the multiple unit housing market.

Table 5: Percentage of respondents that produce products for select end-use markets (n=136)

Multiple-

New unit | Industrial | Industrial | Commercial

Residential Remodeling Housing | buildings Uses Buildings

Cabinets 80 100 40 20 30 30
Commodity Lumber Products 89 78 78 44 44 56
Engineered Wood Products 93 53 53 47 27 67
Furniture & Fixtures 89 44 22 0 0 33
Log Home & Timber Frame 89 53 42 32 32 68
Millwork & Finished Products 72 64 20 16 8 56
Remanufactured Products 61 45 45 24 47 43
All Businesses 76 57 41 26 31 51

Figure 12 shows the number of targeted end-use markets by business type. 65% of companies targeted
one or two markets — 34% targeted just one, and 31% targeted two. Furniture and fixture manufacturers
were most likely of all the business types to sell to one market. Of all business types, respondents producing
engineered wood products and commodity lumber products were the most likely to sell to three or more
markets while respondents producing furniture and fixtures sold into the fewest number of markets, with
47% producing for one market and 33% producing for two markets.

Figure 12: Number of targeted end-use markets by business type (n=136)
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Table 6 and Figure 13 summarize the data collected from respondents regarding the purchase and sale of
various custom services. As with previous surveys, custom services were identified as manufacturing
(planing, kiln drying, sawmilling, resawing, other) and non-manufacturing (marketing, distribution, and
logistics).

46% of respondents provided custom services and 63% purchased them. Of the businesses that sold
custom services, 65% provided manufacturing services only, 11% provided non-manufacturing services
only, and 24% provided both. Figure 13 shows that the most sold services of survey respondents were
other planing (20%), followed by resawing (15%) and sawmilling at 11%. The least sold service was marketing
at 4%.

The top three purchased services were kiln drying (30%), planing (28%) and logistics (26%). The least
purchased custom service was distribution at 8%.

Table 6: Percentage of respondents buying or selling custom services in 2021 (n=136)

Purchase Custom Sell Custom Plan to Expand
Services (%) Services (%) Services (%)
62 46 31

Island - Coast

Vancouver - Fraser Valley 69 44 25
Northern 53 40 27
Southern 56 50 36
BC 63 46 29

Figure 13: Percentage of respondents selling or purchasing custom services in 2021 (n=136)
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Of the respondents who provided custom services, 54% provided one, 26% provided two while the
remaining 20% provided three or more (see Figure 14). 40% of respondents producing commodity lumber
products and 24% of those producing millwork and finished products provided three or more services.
68% of respondents who produced engineered wood products provided one custom service while 21%
provided two. The top two custom services sold by respondents were planing (34%) and other custom
products (13%). 29% of all respondents planned to expand into new business services. These were primarily
remanufacturing firms from Vancouver-Fraser Valley that intended to add planing, custom products, and
millwork.

Figure 14: Number of services offered by business type (n=136)
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4.5 Markets

Figure 15 identifies the main markets, both domestic and overseas, for BC's secondary wood products
manufacturing sector. 98% of respondents counted on the BC market for a portion of their sales revenue
and, for 54% of respondents, BC provided over half of their sales revenue in 2021. 54% owed some of their
sales revenue to markets throughout the rest of Canada, while only 1% relied on the rest of Canada for
most of their sales revenue. 57% of respondents sold into US markets with 9% relying on the US for at least
half of their sales revenue.

Figure 15: Percentage of firms reporting sales to various markets in 2021 (n=136)
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Figure 16 shows the market sources of sales revenue for responding firms. The BC market is responsible
for 50% of all respondents’ sales revenues, while 10% of revenue came from the rest of Canada. Outside
of Canada, the US was responsible for 20% of all sales revenue. Japan was the largest overseas market,
providing 12% of sales revenue to respondents. Europe was responsible for 6% of the respondents’ sales
revenue and the remaining 1% came from the rest of Asia.

Figure 16: Distribution of sales revenue by market in 2021 (n=136)
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Figure 17 details the share of revenue earned by each business type in various markets. Domestic markets
accounted for over half of all sales revenue for most business types. Log home and timber frame producers,
producers of cabinets and furniture, and fixture producers were the most reliant on domestic markets, with
almost three-quarters of their sales revenue coming from this source. The business types which relied the
most on export markets were millwork and finished product producers, with 55% of their sales revenue
coming from exports. Remanufacturers were next at 46%, followed by engineered wood product producers
at 44%.
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Figure 17: Distribution of 2021 sales by market type and business type (n=136)
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Respondents were asked whether they intended to expand their sales into new market regions and, if so,
to indicate which ones. Figure 18 illustrates the target markets for expansion by respondent type. Of those
that planned expansion, 30% indicated interest in expanding into Canadian provinces outside of BC, while
23% were looking at expanding into the US market. For overseas markets, 8% planned to expand into
Europe, 6% in Japan, 7% the rest of Asia, and 6% into other markets.

Figure 18: New market regions of interest for firms that plan expansion (n=136)
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Figure 19 shows the number of new market regions that respondents planned to expand into. With the
exception of furniture and fixtures producers, all business types had some respondents who planned to
expand into four or more markets. Most furniture and fixture producers (55%) planned to expand into a
single market only. Producers of log and timber frame homes expressed the broadest plans of all, with 18%
of respondents planning to expand to four or more markets. Of all who planned to expand, two thirds
planned to expand into one or two markets, while 13% planned to expand into four or more.
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Figure 19: Number of new market regions of interest for firms that plan expansion (n=136)
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4.6 Operating Costs

As shown in Figure 20, wood costs represented the highest of all operating costs for all respondents in the
sector (47%). Remanufacturers spent the most of their budget on wood costs at 60%, while furniture and
fixture producers spent the least, with only 28% of their budget being spent on wood costs. Furniture and
fixture producers spent 47% of their operating budget on labour, the most out of all the business types.

Figure 20: Operating cost mix by business type (n=127)
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4.7 Raw Material Use

Responding firms in BC's secondary wood products manufacturing sector were asked to estimate their
total wood fibre use in 2021 by form and species.

4.7.1 Form

In 2021, the main input materials for survey respondents were lumber (44%), other (18%) and logs (15%).
Table 7 shows their average material utilization by category and form. On average, cabinet manufacturers
accounted for the largest volume used (1,739 m? used per firm), followed by producers of remanufactured
products at 1,142 m?.

Table 7: Average material utilization by form (cubic metres)

Oriented Medium
Strand Density Wood
Logs | Lumber | Plywood | Veneer Board | Fiberboard | Residues | Other | Total

Cabinets - 590 227 165 14 428 1,739
Commaodity 265 702 - - - - - - 967
lumber products

Engineered 84 239 25 22 - - - 46 416
Wood Products

Furniture & 42 179 279 128 - 101 - 166 895
Fixtures

Log Home & 356 23 14 - 13 - - 229 635
Timber Frame

Millwork & 27 459 44 17 1 16 0 98 662
Finished

Products

Remanufactured 217 643 54 3 3 0 7 215 1,142
Products

4.7.2 Species

Figure 21 shows the percentage of firms reporting wood species used. 68% percent of respondents
reported using Douglas-fir, the most of all species. Hardwoods were the next most frequently used
material, with 65% of respondents using them. This was followed by Western red cedar at 54%. 21% of
respondents relied on Douglas-fir and Western red cedar for at least half of their raw material inputs in
2021.
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Figure 21: Percentage of secondary manufacturers reporting species of wood used (n=136)
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Figure 22 shows the distribution of roundwood equivalent (RWE) volume of species reported by survey
respondents in 2021. Western red cedar was the most used species by all business in terms of RWE volume
accounting for 25% in total. This was an increase from the 2016 survey when it accounted for 19.5%. The
second most used species was Douglas-fir which accounted for 18% of volume reported by respondents
(compared to 26% in 2016). Spruce, pine, fir (SPF) also accounted for 18% of volume used in 2021 however
a comparison to the 2016 survey was not possible as, in that year, respondents elected to represent their
volumes by separate species of lodgepole pine and spruce instead of SPF (in 2012, SPF represented 31%
of all RWE volume used by respondents). One notable increase was in the use of hardwoods which
accounted for 19% in 2021 while it accounted for 1% in 2016. This may have been influenced by the inclusion
of the log home and timber frame business type in the 2021 survey (not included in previous surveys).

Figure 22: Roundwood equivalent volume used by species for survey respondents (n=121)
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Table 8 shows species mix used across business types. It shows a more even distribution of species used
than in the 2016 survey. In 2016, engineered wood product manufacturers relied on Douglas-fir for 69% of
their volume while in 2021 this was 13% (with 41% being SPF for this business type). In 2016, cabinet
manufacturer respondents relied on 86% of their volume coming from other hardwood while in 2021, this
number was 51% while Alder was at 18%.

Western red cedar was the species most used by respondents producing remanufactured products (22%)
while respondents producing log home and timber frame products relied on Douglas-fir for 38% of their
species mix. By volume, the largest consumers of fibre of all respondents in the 2021 survey were
remanufacturers (32%), millwork and finished product producers (23%) and log home and timber frame
manufacturers (13%).

Table 8: Species mix by business type (%) (n=121)

Western
Douglas- Red Hemlock/ | Lodgepole Other Western Other
fir Cedar Balsam Pine | Softwood Birch Alder | Hardwood

Cabinets 13 18
Commodity 45 4 13 1 21 3 0 2 0 0
lumber
products
Engineered 13 9 41 5 4 5 0 6 0 17
Wood Products
Furniture & 3 7 36 2 0 0 0 7 26 18
Fixtures
Log Home & 38 2 2 7 4 10 0 16 0 22
Timber Frame
Millwork & 23 15 5 9 1 18 2 2 17 9
Finished
Products
Remanufactured 16 22 15 20 2 7 1 12 1 6
Products
All Businesses 18 25 18 10 2 4 1 2 1 19

In 2021, responding firms in the BC secondary wood manufacturing sector sourced fibre primarily from
within the province, with 77% of fibre sourced from the BC market and BC Timber Sales alone (see
Figure 23). Five percent of fibre was sourced within Canada but outside of the province.
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Figure 23: Sources of fibre supply (n=136)
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4.8 Capacity Utilization and Expansion Plans

Table 9 shows that survey respondents operated at an average level of 73% capacity. The Vancouver —
Fraser Valley and Island - Coast regions had the highest averages at 79% and 69% respectively while the
Northern (Interior) region had the lowest average at 60% capacity utilization. Firms operating two or more
shifts had a slightly higher average utilization (76%) than firms operating one shift (72%).

Table 9: Average capacity utilization (%) (n=136)

69 - 69

Island - Coast

Vancouver -Fraser Valley 79 77 79
Northern 59 80 60
Southern 66 73 67
BC 72 76 73

Table 10 shows that 50% of respondents planned to increase capacity from 2023-2025. Coastal firms
(Island-Coast and Vancouver-Fraser Valley) were, in general, less likely to plan to expand capacity than
Interior firms in the Southern and Northern regions. Figure 24 shows levels of expansion for 68 of the
respondents. 54% of all BC firms planned to expand between 1-20% in that time period. Seventy-five
percent of Northern region firms plan to expand by 1-20%, while nine percent of firms in the Vancouver-
Fraser Valley region were planning to expand capacity by at least 61% or more, making a firm in that region
the most likely to take on such a large expansion.
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Table 10: Percentage of respondents planning to expand capacity from 2023-2025 (n=68)

Island-Coast 31
Vancouver-Fraser Valley 50
Northern 53
Southern 56
BC 50

Figure 24: Levels of expansion plans (n=68)
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Survey participants were asked to estimate the rank of a predefined list of constraints to capacity expansion,
using a five-point scale (1 equalled “not at all constraining” and 5 equalled “extremely constraining”).
Table 11 shows the average scores for each constraint, while Figure 25 shows the distribution of these
responses. Labour specific constraints and raw materials supply constraints were ranked as the highest of
all measured constraints (3.5) while transportation and distribution, then management ca