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How to increase understanding and improve
decision making in the rapidly changing
Pulp and Paper Industry?

7n 99 6"cdbV~_V =VVgaV! >cYZeZcYZci 97gZXidg VcY HZc"dg 6Yk”~hdg! HnhiZbh I]7c ~c\ :jc

The international pulp and paper in- i]Zdgn id ZmeaV”~c i]Z YncVb~
dustry has faced more fundamental X]VAc bVeV\ZbZci VeY VXXdij¢
changes in the past few years than AcizgVXitdch d[ ]1jbVe YZX~h
in the previous three decades. The AViZg! EZiZg HZc\Z! [dg ZmVDb

most rapid demand growth has taken jaVghrozZY i]Z VeegdVX]# H9 ]
place in Asia where also the major V jc~fjz idda ~c ]Zae”c\ id jc
part of new paper and board produc- ]dl XdbeazZm hnhiZbh X]Vec
tion capacity has been built £ driven i"bZ! Vi Y~A[[ZgZci eVgih d[ Z
by good cost-competitiveness. South XnXazZ#

America has taken the lead as the key

pulp producing region to meet increas- LIvi ~h i]Zc i]Z kZgn XdgZz
ing global needs =+ driven by the very 9ncVb~rX 6eegdVX]4 ;~ghil i]”
same reason, the lowest production “h WVhzY dc i]Z Vhhjbeitdc i
costs and, naturally, availability of VgZ cZkzg “c WVaVcXZ# 8af
fibres from plantations. addeh! Xdbbdcan Vahd gZ[ZgEc);rZY id Vh 1d

%&nﬁry@gafﬁagla\\?/orkz as Independent

1kAXAdjh XnXazh° dg tk~gijdijh

N i]1Z Xdgz# M\# & “aajhigVigR” ?T%Ad\’/\???%f RConsilum Ltd.
B 1]2h ]Vh azy id V [jCYVBzRi]\(/Q:"ht?# ' Jjhig She has close to 30 years experience of inter-
X]Vc\zZ ~c i]Z \adWVa ejae VcY eVeZg national pulp, paper and related industries in

Wjh~czhh/ 112 X]Ve\ZY YAgZXisde nhbbh\sY Zgbh! vV Xadhzy [ZZ2PWER02G g eresenty serves as
[adlh [gdb :Vhi id LZhi VcY [gdbi\Hdjih i]Vi bdhi VXirdch Ve Y IPPERIPAGE for the energy sector
id Cdgil# 1]Z g~h h d[ WjraYARZilZZ \ddY dg WVY . Xdbz"WRFHESPygaiises in bio-fuelsin particular
XVeVXAin Ac :jgdeZ VcY Cdgi]VibZdyxXWzar\]i jh aVizg dc# B8SLRTGT 24 rare and executive
JVkZ Vahd AcXgZVhZY YjZ id WX Vabddbh VgZ WVhzY dc XA XarRyPLoes/gaiparks as a Senior
YdjWazY Xdhi d[ eVezg bVX]~¢@ZhvhcdezdhzY id higvr\li[d§TrPeV K&z
nNZVgh - i]"h JVh XdAcXAYZY INV]cY Z2{a2EM\;ZZYWV X" addeh VgZ d[,ild YA[" .
igZcY egAXzh# 8dbezirirde [d@g@Zdid] gXZ/ WVaVecXAc) vCY']gZZ,zfAi%[ngr'qJééc\hhfg'fa!v']zade\v&z
a"’z ["Wgzh [gdb djih"YZ addea¥elghizbh VgZ Xdcigdaaly V\?px 4 Y%é”cz# I]g"h giaz
AcYjhign ~h ~ciZch”™[n~c\# 6CcYZAN¥ANXHC"addeh i]Vi VgZ dJi %\? e(l’\i%ig eZgnzZVg YA[[ZgZc
hibZg ]Vh WZzXdbz “~c\!l YZbMEYX\tphVa adde YAV\gVbh# SIé\ a\rdgde | TUcinge vey Ve
XdcczXirk™in VcY ~ciZgVXir“kNimvigubhi]ZgzZz \gVe]l]h Y”hea\ 6:\\/ ¥jh£"
bZYAV# Z[[ZXi gzaVirdch]reh WZilzze “PeYAKAvjva
. . bvg zZikvgrvWazh# 7n JVKkAc\ i]Z gjazh Aciz\gViz
Hd! i]Z lIdgaY ~h cdi [jcXi*dc”~c\ ~"c Vc <o NN A
dgYZgzZY! higvA\]i[dglvgY b\ictiza WwMa Zi gjazh vgz vzi2y@r€rpdyga i "h gzavitkzan
greg gVv~ilildglVg : ! - : | ; h X]Vec\z VeY 1]V
AcXgZVhaclan Ac V cdc"arczVg SVARKUZE WX YXincl Wih~cZhh bafe 24fnoyRAN A
Ac i]7h gVeArYan X]Vc\rcl VeyYX¢aaggilGhanilZ gjazh df i]jb%@/{q]%q:‘\zb\_/g Zi YneVbaXh Vey
Ac V bdgZ Xdbeazm \adWVa W§HNARNR"Xckh4X"hrdc bV "c\ Lol BlebzZiel Vgz# >:\ V.ihd Vaaf
gdcbZcil ¢zl i]?c ~c\ VeY cZl iddewh Nge kZgh[rZY I7i] ]"hidg’l,?fyawmzicd VYC dezh.',\\(;\ Y;X
gZfirgZY# 11Z HnhiZb 9ncVbAX ¥¥ega\Xh] Wzilzzc [VXih Vgﬁ bﬁ/%ﬁaﬁ)ﬂﬂ%i iez nglhz?; xz(
XVec WZ d[ ]Zae id jeYZghiVcY]ZdI[ddapgl~c\ h”beaZ Zmeeaf Hfg‘&\ﬁ Z Al( ¢ Jec
WjhAczZhh [jeXifdch VeY id ZcVdv4dR2ajljgidiZ bVg Zi gjazh “Ccﬁ??g%%f anxn#
bV'Z i"bZan YZX~h~dch# d[ heZXjaVi~rkZ ejgX]Vhzh/ L]Zc egdY|Xi ,
eg”"XZh ijgc je! eVeZg WjnZghA_GV'i/f‘Jah"ikZ_zi]\é_C ZmVbeaZ d[ VY
HnhiZb 9ncVbAXh H9 ~h V B¥AZZif§2%Y Iraa Xdcircjz VCQ'\E/;?/YA%%_\ ifgAg\l Xadhzy [2zYW
bzildY dg”\“cVaan YZkZadeZYhi\WRr EgdkZ@/\z ivg\zi [gdb ')1 ¢q"GlZdk"ZI"c\ [*cZ eVezg Z
hdg ?Vn L# ;dggZhiZzg Vi i]Z B¥hh#ta@¥Y¥~rirdcVa eVeZg dgYZgh VgZ eaVXZY
HX]dda d[ BVcV\ZbZci# >c il egW¥V4XZgh VXXdgY~clan! I1*X] [jgilZg
&.*%Yah! Egd[# ;dggZhiZg VeeadZNcjlgXnhidpz eg”XZ igZcY je# L]Zc
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gZVvVY”~cZhh
hrdch# 11ZgZ VgzZ hi“aa hzZkzZgVse

id bv'z kva~y! i”b

Closed feedback loop:
WzZa~Z[h ~c i]Z Ejae VcY EVeZ
I]"X] VgZ jchjeedgiZY Wn Vcn
WVhZY Zk~AYZcXZ# >c i]Z egZh
Acl[dgbVifrdc dkzg[adl VcY gVvVe™
Reinforcing loop (R) in use: i]Z hnhiZb YncVb"X VeegdVX] V:

Orders/ id [dXjh I]Zc bdc™idg”c\ i]Z Wijh

’/Sa'“\ Zck~rgdcbZci# 9jghc\ i]Z egdXz

e Q cusomer *Zn AcYAXVidgh VgZ AYZcir[rZY4

Cause Effect

Attractiveness
of Market

46

Profit inventory Level Specu'anon igvVYrirdcva VeY [gZfjZcian"jhz
rofits

Number of
Competitors

\ Price /

\ Pnce
_/

Sales
Pressure

Figure 1: Closed feedback loops are in the core of System Dynamics Approach.

ZhiVvWa~h] bVg Zi

gjazh [dg

I]ZhHW W eeghlv X] VAbh Vi

bzig"X bdYZah ]JVkZ [V*aZY id Z
[dgZXVhi X]Vc\Zh gZarVWan#

L]Vi I"aa "i iV'Z [gdb i]Z XdbeV
Vaa hiVgih [gdb i]Z cZZY# 7Zadl
hdbZ ZmVbeazZh d[ ZcY"jhZ Vee

WZilZgZ4cNZgH9 VeegdVX] ]Vh WZZ

I1Z ZciZgZY "cid V YZWViZ WZHRMZcYZm\edfiWjhrcZhhZh VcYibWgZizihwaZ2le! egdYjXirdc VcY e;

dc 11Zi]Zg ~i ~h i]Z [*cZ eVeZ§VaAX & ihdbZ [VahZz WZarZ[hWydZilke g@lyZidiZ X Zmi
i]2]eXd el Wk X\ZZZc XdggZXiZY ipgdje)z] ke

Yg~rkzh
i1Vi

Zgh

i]Z ejae eg”"XZ dg
Yg~rkzZh i)z
a“b”cVgn bVg Zi

[*cZ eVeZg BHIHY# EQgZ"

gjazh

1ZgZ ZhiVWa”h]zY
VcY i]Zc kzgn[~ZY V\V-Achi ["WidgZ¥Vic WXgWiveY rc\ egdk "YW avgNIZig¥iizg~Val!
I1Z VchliZg IVh h~*beaz/ i "h Wdit#didg~rdjh Wji
hjX] Vh t:kZgnWdYn XdbeaV/ cXa¥WZ&jh]ijjZYdlc XVeVX~in0
L]Zc ["cZ eVeZg eg”"XZh VgZ XgnvXazZky WMijnv/'g Z
AeXgZVhz

"bedgiVci

nZVvg! id hj
iZgbh d[ hVazh Xdci
hjeedgi i]Z X]Vc\Z d[ V eg”"X”~c\ ¢
AYZci™N[n i]Z Wjh~cZhh YncVb~Xl
id ~ckzhi ~c
KYZawvXeimo 112gZ! 11Zc VcY 1dl bj.
11Zg

ildhz XnXazkWcddMldg XYVid ZkVajViz \dkZgc
i1Z"g eVeZg dighZgWeXYjNt\ ejae egdYjXZghdd ko \th ¢Z\VgYh i]Z ¢cZZYh d

i]Z eVeZg braah id dgYZg bdg¥Zee&K1YVehid gV hZ eg hZhZ¥¢ANihde\]baziy A¥Va YdXidgh ! i

Yg~rkzh

]vey

i1Z ejae

AckZcidgn YWIaM\]AXQVg Zi
ilZc Yg"kZh ejae eg”"XZh je# BYNRZYdNX\gZhh”~kZan Vh IVh Yd&lz YadgJéjake Wj»
i]Z ejae eg”"XZ [dgbh V dgtidg &g/ &Z*4°

dg hldjay

XdchigV~c [dg i]Z ["cZ eVeZg eg"XZ# >[ i]Z

[*cZ eVeZg bVg Zi
i]Z ejae

"h dc

[addg VcY Voheeqd\eXgh

elgr hXm cweg~rkzZgh [dg VighrXjaij
aY IlVi"~[ hXZ
IZaa Vh id Xdck”"cXZ XdbezZiNird

i"Zh [dg VeegdkVa ~c V bZg\Zg#

"h kZgn hAIVIiigBgZXZXdcXgZiZ WZcZ[Nidhdd[iiddaHPdg YZiZzgb~c”rc\ i]Z k\
;gdb ZmezZghrZcXZXeg&Xd¥agVihr\de ~c

i]Z XVhz d[ V |

Ac ejae eg”™"XZ gV™hzh dg adliZ¥gh nijZ2h[addgan i]Z "cXgZVhEZXf[WVNiI"EYHZY

XVjh~c\ h~rb”aVg YncVb~Xh

eghXZ#

Ne YizghéVe¥yc\ d[ ]dl V WjhAcZhh hnhiZb

[jeXirdch VcY XdchzfjZcian!IThdpgdkzZE¥gdVX] cZZYh gZa*VW

Issue

Traditional view

New view

Market price

@\ correct price levelGdoes
exist

There is no @orrectOprice
level. Today® price could
be 35 euros/ton higher or
lower and still correct

Key price drivers

Supply/Demand balance
(OR, SR)

Order backlog, pipeline
and producersQnventories

Budgeting policy in
existing markets

Previous year® actuals +
co@ sales strech

Consistent with end
consumption

Drivers in
investment policy

Growth in apparent
consumption and cash flow

Different for Market
Leader and others

Role of slack
capacity

Source of problems

Market Leader must have

Drivers for capacity
closures

5 to 10 years of negative
cash flow

<1 to 2 years of low cash
flow

Table 1: The corrected market view has for example helped to focus market follow-up

on the right indicators

XVa YViV! i*bZ [gdb i]Z Wjh~cZ|
[dg "cizgk”Zlh VcY Y~hXjhh”dc c
Ac\h ~c V [ZI bzZirc\h Vh [Zaa V
briizY XdciVXi eZghdc [gdb [7i]
XdbeVcn# >i |"aa WZ V azZzVgc”c\

WzZndcY XdbeVgz [dg i]Z eVgi’
AcYMkMYjVah
InerXVaan dcZ egd_ZXi aVhih [

ilgZZ bdcilh id JVa[ V nZVg [jaar
Ac\ dc i]Z wgdVYcZhh d[ V X]dh.
8dhih iner"XVaan kVgn [gdb :JC
id (%%!'%%% eZg egd_2ZzZXi# 1]Z
d[ V bdYZa XVc WZ YdcZ Wn )\
eZghdc ~c i]Z XdbeVcn dg Wn

ZmeZgih# >i ]Vh egdkZY id WZ V
gZk"Zl il]Z gZhjaih Vi azVhi il™)
i]Vc dcXZ eZg nzZVvVg/ dcXZ ~c [\
i]Z Wjh~rcZhh eaVch VgZ YdcZ |[c
nZVg VcY dcXZ ~c heg”c\ id [daa
IZaa i]Z Wjh~*cZhh eaVch ]Vkz W
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bZcizY#I1]Z H9 6eegdVX] VahtlbedgXaljcYVbZciVa higjXijgbnilgdm\lhZgkzY id ~ciZgcVi~dc
azZc\Zh i]l]Z azvVYZgh Vh "i YZ[NZZR]WdDZEati K "VreeVgZci XdbeaYmENWeddg >cYjhign ~c :jgdeZ!

Ac V cZl bVcczg/ bV'Z XdggzZXi XdcXajh~rdch WaY Hdja*¥vbzgrXV VcY 6jhigVa
i"bZan YZX"h~rdch# Vahd i]Z ZcZg\n VcY ]ZVai] XVg
7jh~"cZhhzZh VcY ~cYjhig"Zh VgZ h”"beaZ dc 112 lg~izg d[ i]"h Vgi*XazZ ]Vh ¢

V higjXijgVa azZzkzZa zZkZzZc i]ldj\l]Z2]Zznhcegt] XdbeVcn HnhiZbWHhH]N '"Xd"YZkZadeZg VcY jhZg
YjXZ VeeVgZcian XdbeazZm WZJVkjgdgZ HHl: Dn J]Vh YZkZadezbWdMZah [dg C7TH@ VcY 7=@°€E
i1Z gZVa bzZVhjgzZ d[ Vc Z[[ZXH¥WIZi AlZ VInZcgy bh X 6eegdVX] MAHdWo radBY cZlheg”™ci ~c i]Z J#l
cdi ]dl 1Zaa h ]Z XVc h”"bea’d]lgdggVaZmvbeazh "c i]*"h VgieXagd¥yg"vcY [dg i]l]Z G8; Wjh
Wiji gVi]Zzg ]dl I1Zaa h ]Z XVc"hZidZ i@¥hi iZc nZVgh# >c VVYatdW\tecd nt | : oo

This article has been published in IPW Vol. 11(2007), pp. 62-65.
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