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By Marina Faleiros

In Brazil, Aracruz, VCP (Votorantim
Celulose e Papel) and Stora Enso will build
industrial plants in the state of Rio Grande
do Sul, capable of producing more than 3
million tons of pulp per year and definitively
rank the Gaucho state as one of the key
plavers in the sector responsible for this
conwnodity in Brazil.

The idea to explore Rio Grande do Sul
started out with the basic prerequisite for
the pulp and paper sector that depends
on a forest base: the availability of land!
In the region, eucalvptus is still a minor-
ity. “Together, all these new projects will
occupy roughly 0.8% of the state’s land”™
comments Otavio Pontes, vice-president
of Stora Enso for Latin America.
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Rio Grande ul: the
new pulp frontier

The state is in the crosshairs of major entrepreneurs in the sector who foresee
injecting more than US$ 5 billion in investments in the region over the next few
vears. With this, by 2015, the state of Rio Grande do Sul will account for more
than 3 million tons of pulp produced annually in Brazil

With a relatively low dispute for farms
and the right climate for growing evicalyp-
tus, Rio Grande do Sul has attracted the
attention of pulp producers, explains econ-
omust Maria Benetfi, from the Foundation
of Economics and Statistics of Rio Grande
do Sul, a state government entity. She savs
that the regions where pulp projects are
located are still empty areas. “In general,
they are used for cattle raising, many of
which are explored with little productivity,
but have forestry exploration potential in
an adequate manner”, she says.

At present, the pulp and paper sector in
the state is still timid. According to Benetti,
Rio Grande do Sul possesses only 726 of
planted forest area in the country. “With
regards to pulp production, it contributes
only 4.3% of the country’s industrial pro-

duction, and regarding paper production,
the states participation is even less expres-
sive, accounting for only 2.4%.

Among companies that prodiuce paper in
the state, there s Trombini, which has been in
the region for aver 30 years. "It is an area
with a good consumption market, with shoe,
food andwine companies. Since we prodhice
paperboard, client proxinity is a key factor
inorderto be logistically competitive. Today,
4026 of Trombini’s revenues come from the
south region”, says Gilmar Maffei, the
companys regional manager.

According to him, the market in the
region has been growing between 3%6-5%6
per year, which stimulated investments.
Trombini s paper machine, which is istalled
i the city of Canela, for example, underwent
two major refurbishments, the last one
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having been last year, aimed at improving
its technology in terms of starch, so as to
provide greater product resistance. In the
middle of a region that totally caters to tour-
ism, such as the Serva Gaiicha mountains,
Maflei believes that the sector pleases the
state’s population, even more so with the
investments expected to be made.

As such, pulp investors promise to heat
up the regional economy. With the new
plant, Aracruz estimates that it is possible
to purchase around USS 300 million in
services from the area surrounding the
plant. “We value local labor and the an-
nual revenues to be received by the state
could add up to US§ 780 million, in addi-
tion to circulate annually USS 11 Omillion
in additional wealth in the regions of influ-
ence”, says Otemar Alencastro, Aracriz
project director in Guaiba (RS).

If all projected investments in pulp
production are made, the state’s situation
will change completely. “We will go from
a very secondary plaver to one of the most
important in thismarket. The area listed for
planting eucalyptus forests amounts to 360
thorsand hectares, twice the current amovnt
of 180 thousand hectares”, says Benetii. In
terms of logs, production will jump from 2.6
million cubic meters to 13.7 million, that is,
an increase of more than fivesfold. The new
volume of wood, says Benetti, would allow
Jor the productionof roughly 3.8 million tons
of pulp, a volume 8.3 times greater than the
446 thousand tonsregistered in 2003, “In the
case of state pulp exports, this figure could
go from 353 thousand fons to something
around 3 million tons. ™

INFRASTRUCTURE

In searching throughout the state of
Rio Grande do Sul (RS) for properties with
ercalyptus plantations and mirseries, one
thing is clear about regional logistics: roads
need more asphalt. If considering that each
mill with an approximate prodiiction of 1
million tons'yvear of pulp places 100 trucks
daily on the roads, the highway infrastrtic-
ture problem could become even greater
in the future. As such, regional investment
atitormatically rentits to a capital injection in
logistics infrastructure, among others.

Aracruz is well located along the
Guaiba River banks, so that transport
is done by coastal navigation to the mu-

nicipality of SGo José do Norte, where the
company purchased land to build its own
export terminal. Today, the mill already
operates its own export terntinal from
the plant along the Guaiba River, which
caters to Aracruz Guaiba.

However, with the new plant, Aracruz
intends to increase its warehouses and create
a top to cover its entive loading area, similar
toamodel its techicians saw in Finland. In
otherwords, they are going to create aware-
house over the company’s dock, measuring
roughly 90 meters long so that the vessels
can enter and be loaded with pulp even in
badweather conditions.

Additionally, Aracruz’s new plant
project foresees various regional infra-
structure improvements in partnership
with the local government. Examples
include the asphalting of highway RS 703,
the asphalting of the road that connects
Guaiba with Barra do Ribeiro, where the
company s mirsery islocated, and the con-
strriction of access roads, road expansions,
rotndabouts and intersections.

Aracruz Celulose also promises to re-
suscitate the Jacui river waterway system,
throughwhich it will transport logs of wood
to its plant. As the Rio Grande do Sul state
governor said in an interview to O Papel
magazine (see this issue’s Interview sec-
tion), investments in the sector point to a
transformation that the state only imagined
during the Farroupilharevolution. “Without
a doubt, Rio Grande do Sul will kick start
the long awaited waterway navigation with
economic, social and cultural benefits”, bets

The farmer Mario Farias and his eucalyptus: building the future

the governor.

Aracruz’s investment in the waterway is
expected to total around US$ 225 million,
which also inclides a barge system. In the
long term, these expenses will be justified,
says Alencastro. “Roughly 6096 of the cost
of any commodity, like pulp, is logistics. So,
every sortof optimization in transportis very
important.” Aracruz sriver-based transport
system shall account for up to 5026 of all
thewood that goes to the plant, totaling 2.5
million tons of wood anmualiy.

With regards to Stora Enso, whose
investiment focuses on the east side of the
siate and is more distant from the port , the
Swedish-Finnishnuiltinational plans to also
wse railway transportation The region does
have lines but need new investments and
adaptations for transporting pulp. Therefore,
a partnership with ALL, whichmanages the
local raitway, is in the company s plans.

According to Sinésio Cerqueira Neto,
Superintendent-Director of the Rio Grande
port — through which the state’s entire
production passes through -, companies in
the secior are alveady of major importarce

Jfor the port. Growth expectations are such
that the building of a specific terminal for
shipping foresiry products is already being
contemplated, with 600 thousand square
meters of area and a capacity to anchor up
to three ships sinudtaneoush.

“The projecthas already been approved
by the Port Author ity Board, andwe are now
preparing a financial-economic feasibility
study to see if it will work out, in order to,
then, hold a public bid process and obtain
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the environmental licenses necessary”, says
Cerqueira Neto. He also pointed out the
importance of Aracruz 5 inifiative with the
immediate investment project for building
a seaport in the city of Sdo José do Notte,
which is located on the opposite bank of the
Rio Grande Port. “It is one of the poorest
municipalities in the state and possesses very
good infrastructure that has never been ex-
plored ” With the estimated pulp prodiiction,
Cerqueira Neto believes that the shipping
volume through the terminal should ga from
the current 350 thousand tons’year o 700
tons anmially already in 2008.

VEP: PROJECT FOR
OTHER GENERATIONS

Due to the strong impact in the local
economy, among other factors, when VCP
decided to invest in the construction of a
new pulp plant, it focused on other matters
besides the business itself. The company’s
Jorestry director;, José Maria de Arruda
Mendes Filho, was given the responsibility
to analyze how the compmimnity could be in-

volved i something that would not be there
Jor a short period of time, but rather, for at
least 100 years.

“It’s a project forthe future, for the baby
that is born today will be consuming later
on the paper from these frees now being
planted. And in this type of project one may
not forget about the environment, business
sustainability, as well as the generation of
income and business competitiveness on a
global level”, saysMendes Filho. Therefore,
upon arviving in Rio Grande do Sul VCP
did not limit itself to only buying up farms
and planting what it needed in terms of
evcalyptus for prodhiction.

The forestry director explains that the
company wanted the population, inchiding
small prodhicers settled inthe region, tobe a
part of the business. Starting out from Pelo-
tas, the biggest town in the southerrmost
extrerne of Brazil, the VCP team headed out
on the both asphalted and dirt roads after
simall villages hidden throughout the stale,
where small rural settlers and Evropean im-
migrant descendants live. The objective was

to show everyone that they could participate
inLosango, which is how VCP is calling the
project in the region.

With the Forestry Savings project,
VCP was able to attract 4 thousand pro-
ducers interested in planting eucalyptus to
produce pulp. According to Mendes Filho,
with this they were able to build a com-
mon future for the company and the small
forestry producers. The Losango project
has not yet defined where the plant will be
built, but the structure that is being set up
in the state impresses for its size, begin-
ning with the pulp plant’s mirsery.

Next to the nursery, following a dirt
road, is the NES (Environmental Educa-
tion Nucleus) which functions as a school
Jfor teaching children in the region and
includes pulp production and environ-
mental awareness classes. From there
you can already see the huge warehouses
where 30million baby plants are produced
annually, In practice, it is 27 hectares of
land, where small eucalyptus trees grow
in greenhouses with heating, refractable

Conferéncia PaperCon ‘08

Apresentada pelas associagdes de papel e celulose dos
Estados Unidas, PIMA e TAPRPI, Divises de Artes Graficas e
Revestimento, de Controle de Processos, de Qualidade de

Processos e Produtos e de Engenharia

Sheraton Hotel
(formerly Adams Mark)
4 a 7 de maio de 2008
Dallas, Texas, EUA

Destaques da conferéncia

* Painel do CEO

* Mesa-redonda dos superintendentes

* Painel “A opinido do cliente”

* Mesa-redonda dos fabricantes de papel

* Inovacdes na tecnologia de revestimento
* Almoco e sessdes de aprendizagem sobre
revestimentos

* Aperfeicoamentos na eficiéncia da maquina
de papel

* Avancos na confiabilidade e parcerias

* Inovagdes e praticas em controle de
processos

* Exposicao e feira de negécios de novas

tecnologias
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Inscrigdo com desconto disponivel
para sécios da ABTCP.

www.tappi.org/PaperCon08 « +1770-446-1400



