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US-CANADA 
SOFTWOOD LUMBER TRADE DISPUTE 

Aim 
This report is designed to provide information on the nature and 
history of the United States of America and Canada’s ongoing 
softwood lumber trade dispute.  Its intent is to assist Canadian 
trade policy makers to predict and prepare for any new 
developments regarding the dispute. 

Audience 
This report is geared towards persons of influence that are 
stakeholders in the Canadian softwood lumber industry, such as 
Canadian Ministry of International Trade policy advisors, and 
Canadian softwood lumber business leaders. 
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Background 
The term “softwood” refers to the wood of gymnosperm trees such 
as conifers and is used in contrast to the term “hardwood”, which is 
the wood from angiosperm trees.  80% of the timber produced 
globally is of the softwood type.  Softwood is usually employed in 
the construction industry as structural carcassing1 timber, as well as 
finishing timber. 

Canada consumes less than 40% of its harvested softwood lumber 
locally.  The rest is exported.  The United States of America is the 
largest market for Canadian lumber, accounting for 69% of 
Canada’s softwood lumber exports in 2015.  Non-US markets for 
Canadian softwood lumber exports are China, India and South 
Korea. 

In 2014 the Canadian softwood industry, provided direct 
employment for 232,700 persons.  During the same period, it 
provided indirect employment for some 289,000 persons in areas 
such as engineering, transportation and construction. 

The Canadian softwood industry’s contribution to Canada’s real 
GDP in 2015 was 10.3% and tallied at CAD$27.8 billion.  That same 
year Canada’s forest product trade surplus was CAD$28.4 billion. 

The US and Canada have had an ongoing trade dispute concerning 
Canadian softwood lumber exports to the US since the early 80s.  
This dispute has seen intermittent periods of intensification and 
cooling over the past three decades. 

                                                        
1 Carcassing timber - Wood used to frame a building or structure.  

Problem/Issue 
The provincial government owns 76.6% of Canadian forests.  12.9% 
is owned by territorial government.  Aboriginal owned forests 
account for 2%.  The federal government owns an additional 1.6% of 
forests.  Only 6.2% of Canada’s forests is privately owned.  As a 
direct result of this fact, Canada is able to regulate its stumpage 
fees2, setting these fees administratively as opposed to basing them 
on market demand. 

2 Stumpage fee - Price paid for permission to harvest timber. 
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The US and Canada have maintained a trade dispute over Canadian 
exports of softwood lumber to America since the early 80s.  The 
dispute centres on Canada’s federal and provincial governments’ 
subsidization of the softwood lumber industry which has no 
equivalent in the US.  Traditionally, the US position is that the 
manner in which Canada sets its stumpage fees gives Canadian 
softwood lumber producers an unfair trade advantage over US 
softwood producers. 

Over the past three decades, the US has occasionally sought to 
address the perceived trade imbalance by arguing that Canadian 
softwood lumber imports should be subjected to US countervailing 
duties.  These duties are meant to offset the reduced cost of 
subsidized products to place them on a level field with similar US 
products.  However, given the fact that the Canadian federal and 
provincial governments’ regulation of stumpage fees is not focussed 
on benefiting an industry in particular, Canada has successfully 
argued over the years that the practice does not constitute a subsidy 
in the sense that would make the application of US countervailing 
duties appropriate. 

The interpretation of US law surrounding the application of 
countervailing duties has been the key issue that has kept the 
US/Canada softwood lumber trade dispute alive for so long.  
Lobbyists for the United States’ private lumber producers have 
repeatedly tried to sway various US administrations to review these 
laws. 

Strategy 
The US and Canada have sought to resolve the dispute over the 
years through a series of legal and political manoeuvres commonly 
referred to as Lumber I, Lumber II, Lumber III and Lumber IV, 

before eventually enacting the Softwood Lumber Agreement (SLA) 
in 2006. 

Lumber I (1982-1983) 
The first of the US/Canada softwood lumber disputes, Lumber I 
began in 1982.  Lumber I involved a US Department of Commerce 
inquiry into British Columbia, Alberta, Ontario and Quebec’s 
stumpage fee practices. The inquiry determined that US 
countervailing duties could not be applied to US imports of 
softwood lumber from these provinces because stumpage rates were 
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generally available, not limited to a specific industry.3  The entire 
timber sector was able to access stumpage rates, not just Canadian 
softwood producers. 

Lumber II (1986-1987) 
The US Dept. of Commerce carried out another Canadian stumpage 
inquiry in 1986.  On that occasion, the Dept. of Commerce 
determined that Canada’s stumpage pricing policy amounted unfair 
subsidizing of its softwood lumber product.  Consequently, a 15% 
tariff was levied against US softwood lumber imports from Canada. 

US imposition of the tariff led to Canada and the US ratifying a five-
year memorandum of understanding regarding trade of softwood 
lumber.  The MOU saw the US deferring its tariff in favour of 
Canada placing a 15% US export charge on softwood lumber on its 
producers.  Additionally, the MOU allowed the export charge to be 
lifted on individual provinces and territories if they made policy 
adjustments that resulted in raising production costs to bring their 
produce in line with US costs. 

Lumber III (1991-1996) 
Canada abandoned the MOU and ceased imposing the 15% export 
charge on softwood shipments to the United States.  The US Dept. 
of Commerce retaliated by initiating another investigation into 
Canada’s provincial and territorial stumpage rates, eventually 
placing a 6.51% countervailing duty on Canadian softwood lumber. 

                                                        
3US law considers products from another country to be subsidized if the subsidies 
are available solely to an industry. 

In 1994, after a series of legal challenges by Canada, the application 
of the countervailing duty on Canadian softwood lumber was 
stopped. 

In order to prevent further trade disputes, later in 1994 Canada and 
the US ratified a process of consultation with regard to softwood 
lumber issues.  The process would grow to become the 1996 
Softwood Lumber Agreement.  Under this arrangement, the 
Canadian provinces of Alberta, British Columbia, Ontario and 
Quebec were allowed to export 14.7 billion board feet to the US 
annually, fee of export charges or tariffs.  Exports over this amount 
were subject to escalating duties.  
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Lumber IV (2001-2006): Canada-US Softwood 
Lumber Dispute 
With the expiration of the 1996 Softwood Lumber Agreement in 
2001, the United States and Canada entered another softwood 
lumber trade dispute.  US Coalition for Fair Lumber Imports sought 
to have countervailing duties reinstated on Canadian softwood 
lumber imports and accused Canada of dumping4 its product in the 
US. 

The US-based International Trade Commission in 2001 determined 
that Canada’s subsidization of its softwood lumber industry 
threatened that of the United States.  Later that year, a 19.31% 
countervailing duty was enacted against Canadian softwood lumber 
imports by the US Dept. of Commerce.  In that same year, the US 
Dept. of Commerce placed a further 12.57% anti-dumping duty on 
Canadian softwood US imports.  Early 2002 saw a reduction in the 
countervailing and anti-dumping duties by the Dept. of Commerce 
to 18.79% and 8.43% respectively, amounting to a total duty on 
Canadian softwood lumber imports of 27.22%. 

Canada contested the imposition of the duties leading to a series of 
complex legal challenges.  The most significant being a March 2006 
NAFTA5 ruling that Canada’s stumpage program should not be 
considered a subsidy of its softwood lumber industry.  Between this 
ruling and the imposition of the US duties, the US had collected 
US$5.2 billion in softwood duties from Canada. 

The dispute was further complicated by the fact that the World 
Trade Organization ruled in 2005 that Canadian softwood lumber 
exports to the US were a threat to the US softwood lumber industry.  

                                                        
4 Dumping - The intentional reduction of the sales price of an exported product 
by a country to gain an unfair market share. 

The contradictory NAFTA and WTO rulings caused another dispute 
to develop, namely whether the US was required to reimburse 
Canada for the previously collected import duties. 

2006 Canada-US Softwood Lumber Agreement 
The 2006 Softwood Lumber Agreement was ratified in December 
2006.  Under the Agreement the US removed the countervailing 
and anti-dumping duties on Canadian softwood lumber as well as 
return approximately US$4.5 billion in softwood duties received 
from Canada.  Canada reciprocated by limiting its softwood exports 
to the US to 34% of the US market.  Canada also agreed to levy an 
export charge on its softwood lumber when its price is US$355 or 
less per thousand board feet.  Both parties also agreed to drop all 
litigation prior to their fully entering the Agreement.  On the 

5 NAFTA - North America Free Trade Agreement 
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Canadian side the Softwood Lumber Agreement only applies to the 
provinces of Alberta, British Columbia, Saskatchewan, Manitoba, 
Ontario and Quebec. The remaining provinces and territories are 
exempt from US duties on softwood as they employ different 
systems to determine stumpage fees. 

While initially either party could exit the Softwood Lumber 
Agreement without notice, the Agreement was amended to stipulate 
that the US cannot abandon the agreement without first giving six 
months’ notice. 

Projections for US-Canada Softwood Trade Relations  
Over the past five years, the US has been steadily reducing its trade 
deficit with Canada.  According to the US Census in 2016, the 
United States maintained a trade deficit with Canada of US$-9.1 
billion, down from US$ -15.5 billion in 2015 and US$ -36.4 billion 
in 2014.  The emergence of a new US administration that is bullish 
on trade, threatened withdrawal from NAFTA and has articulated 
an “America First” policy has placed softwood lumber trade 
between the US and Canada back in the spotlight. 

Conclusion 
It is likely, given the current US Administration’s bullish stance on 
international trade, that the ongoing US/Canada softwood lumber 
trade dispute will be revisited and attempts made by the US to bring 
Canadian softwood lumber pricing in line with US prices through 
import levies and countervailing taxes. 

An additional scenario may involve attempts by the US to leverage 
the decades long softwood lumber trade dispute to gain an 

advantage in trade negotiations regarding more lucrative products 
such as pharmaceuticals, oil or natural gas. 

Recommendations 
In 2015, imports from Canada made up 69% of the United States 
imported softwood lumber.  Canada can leverage existing US 
demand for its softwood lumber as well as current US dependency 
on Canadian oil (Canada supplies a quarter of US foreign oil and 
gas) to ensure a trade scenario that is beneficial to the Canadian 
softwood lumber industry. 

Additionally, exports of Canadian softwood lumber to China have 
grown exponentially over the past five years.  Chinese imports of 
Canadian softwood lumber are second only to the United States.  
Increasing the volume of softwood lumber exports to China may 
also prove a viable strategy should another softwood trade dispute 
develop between Canada and the US.  



Page 8 of 8 
 

Bibliography 
Global Affairs Canada. (2013, July 26). The Canada-United States Softwood Lumber Agreement. Retrieved from Global Affairs Canada: 

http://www.international.gc.ca/controls-controles/softwood-bois_oeuvre/background-generalites.aspx?lang=eng 

Hotte, H. N. (2016, November 9). Two ways to settle the latest Canada-U.S. softwood lumber dispute . Retrieved from The Globe and Mail: 
http://www.theglobeandmail.com/report-on-business/rob-commentary/two-ways-to-settle-the-latest-canada-us-softwood-lumber-
dispute/article32723282/ 

Makarenko, J. (2008, June 10). The Canada-US Softwood Lumber Dispute. Retrieved from Mapleleafweb: 
http://www.mapleleafweb.com/features/canada-us-softwood-lumber-dispute 

Meissner, D. (2015, October 14). Softwood lumber dispute in focus again as U.S and Canada play blame game. Retrieved from CBC News: 
http://www.cbc.ca/news/business/softwood-lumber-trade-1.3270006 

Ministry of Forests, Lands and Natural Resource Operations. (2017, January 6). Canada/U.S. softwood lumber trade dispute. Retrieved from 
BC Gov News: https://news.gov.bc.ca/releases/2017FLNR0002-000031 

Service, G. o. (n.d.). Statistical data. Retrieved 3 9, 2017, from http://cfs.nrcan.gc.ca/statsprofile/overview/ca 

Zhang, D. (n.d.). The Softwood Lumber War: "Politics, Economics, and the Long U.S.-Canadian Trade Dispute. Routledge. Retrieved 3 9, 2017 

 


	Aim
	Audience
	Background
	Problem/Issue
	Strategy
	Lumber I (1982-1983)
	Lumber II (1986-1987)
	Lumber III (1991-1996)
	Lumber IV (2001-2006): Canada-US Softwood Lumber Dispute
	2006 Canada-US Softwood Lumber Agreement
	Projections for US-Canada Softwood Trade Relations

	Conclusion
	Recommendations

