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THE STRUCTURE, CONDUCT, AND PERFORMANCE OF THE MARKETS

FOR SAWLOG MATERIAL AND SAWMILL PRODUCTS

IN THE NORTH CENTRAL REGION

ABSTRACT

by Charles R. Miller

The objectives of this study are: (I) to identify and describe

the elements of market structure and conduct which have an important

influence on market performance, (2) to determine the costs and mar-

_ gins of sawlog producer operations, (3) to evaluate market perfor-

mance on the basis of operational nonms of acceptable perfonnance,

and (4) to determine possible changes in market structure and mar-

keting practices which might raise market efficiency.

This report is based on a portion of the field data collected

In l96l for the North Central Regional Research Project NCM—27,

"Timber Products Marketing in Selected Areas of the North Central

Region." Detailed interviews were held with sawmill operators and

sawlog producers in selected areas of nine cooperating states--Michi-

. gan, Wisconsin, Minnesota, Ohio, Indiana, Illinois, Iowa, Missouri,

and Kansas.

The supply and demand sides of the markets for sawtimber stump-

age, sawlogs, and sawmill products are highly atomistic. Except for

state and federal forests, no single seller or buyer controls a sub-

stantial portion of the regional markets for sawlog material and

sawmill products. Characteristics of the forest resource, such as

the large number of small, noncontiguoUs, poorly stocked woodlots

which typically contain small sawtimber of mixed species and
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/.-quality, contribute to higher logging and milling costs,

'7fiéconemies of scale, favor small, flexible operations, and

Iy determine the number and variety of products produced. Entry

V 'ovthe:sawlog and sawmill-products markets is easy because of the

Ibfifikted economies of scale in manufacturi_ng and logging, the absence

‘.?e& firm-associated product differentiation, small investment require-

;l_:flpnts, high finm mobility, simple and easily acquired technology,

citttle‘control or ownership of forest land by wood-using firms,

L"y£hml*°d forward integration, and the absence of exclusive marketing

sawm-

(a; Market_information ranks in importance with forest-resource

'HfMaracterlstlcs and ease of market entry as an element of market

f},wstnucture. The poor quality of market information is indicated by

glggbeioverwhelming reliance on word-of—mouth communication and by

\intrequent, dated, and oversimplified market news reporting.

i‘Iq; 7 Sawmill firms generally use all of the marketable species and

guides of sawlogs found in their wood procurement areas and thus

‘ Ilfi§t~firms produce a variety of products. Hardwood grade, crating,

i;.\:. hageueed construction lumber, railroad ties, and pallets account

SEW a‘beu‘l' two-thirds of total sawmill output. Most of the volume

~.~E:fitoduced by sawmill firms is sold within the study region to manu—
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fi-situatlons. In_ general, sawmill firms have greater bar-

I“In power than producers, and private landowners occupy the

bargaining positions.

Peer production efficiency is indicated by the lack of cost and

m accounting; limited marketing, managerial, and financial econ-

O

Wes/because of inadequate firm size; excess sawmill capacity; and

.49-

?ponutiiization of mill residues. Insufficient research expendi-

{WMand inadequate accounting of costs and returns hinder technol-

. .Qllcai advancements and product improvement. The ability to make
‘w v

. .

.3 siftfifenal price-product comparisons is severely hampered by inade-

a’ppucatien. Poor conservation performance has resulted from: the

fab“ turnover of forest properties and of sawmill and producer firms,
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'‘w on a portion of the field data collected in |96i by the North

emeiri'rai Regional Technical Committee as part of the Cooperative

.IMichal Research Project, NCM-27, "Timber Products Marketing in

I,,,iecte‘d Areas of the North Central Region." The project was sup-

, :perted in part by regional fUnds provided under Title I, section 9b3,

, ~. flat the Bankhead-Jones Act, as amended August I4, [946, and the Hatch

J};:figh
as amended

August
II, i955.

“1". I Nine state agricultural experiment stations--Michigan, Wiscon—

{'4=‘— I‘sii'm Minnesota, Ohio, lndiana, Illinois, Iowa, Missouri, and Kansas--

‘ ;participated in the overall project. The Central States Forest Ex-

., .

i

i:

'1' IperIiment Station and the Lake States Forest Experiment Station of the

—’ U. 5. Forest Service cooperated.

. I I The author wishes to express his gratitude to the members of

:1 tII‘i'iiII‘ej North Central Regional Technical Comnittee and their assistants

'._ $310. antributed the field data used in this study. The author also

I‘l'if*§(ieiies to'thank Dr. Lee M. James of the Department of Forestry,

Hidfiigan State University who has served as his major professor in
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CHAPTER I

INTRODUCTION

The sawmilling industry is defined in broad terms in this

study to include finhs--sawmill operators and sawlog producers--

engaged in the purchase, harvesting, and delivery of sawlogs to saw-

mills, and firms engaged in the manufacture of sawmill products.l

Both levels of production include products which are heterogeneous

with respect to timber species, quality, and end use. However, the

products handled by sawlog producers are technologically similar

and, to a large extent, substitutible. Likewise, the majority of

products produced by sawmill firms are technologically similar and

substitutes in the economic sense, at least in the initial stages of

manufacture. Moreover, nearly all sawmill firms produce several dif-

ferent products, and usually one or more of these products are com-

mon to most other firms in the industry. It is therefore both

logical on theoretical grounds and analytically expedient to view all

sawmill firms and all sawlog producers as belonging to two different

functional levels of the same sawmilling industry.

The sawmilling industry in the North Central Region consists of

somewhere around 35,000 sawmills and sawlog producers. The industry

provides employment for 70 to 80 thousand people, almost entirely in

 

lSawmill products include lumber, i.e., "the product of the saw

and planing mill," timbers, cants, flitches, ties, and products made

fnmn lumber at sawmill sites.
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-*;§d~whatever they realize from sawtimber sales.. The value of

gharvested in the region in l958 amounted to 62 million dol-

{‘mere. than any other forest product (20). Despite the impor-

 

  

  

  
  

  

   

 

  

  

  

  

  

  

  

{geglon's urban areas and of the nation as a whole, there have been

fificomprehensive studies of the industry. The studies which have

; ~.,haen made have been limited in geographic coverage, have usually in-

8'

fi‘iisflgated only a few aspects of marketing, and often were focused at

:flie' landowner level .

Objectives

-'This study attempts to describe the important economic charac-

:yfirlsties of the sawmilling industry in the North Central Region, to

‘ Hinevide an analytical framework for investigating the efficiency of

ygifltog and sawmill-products marketing, and to analyze certain aspects

'.-xoffitfieipertormance (efficiency) of these markets. More specifically

til.ebjeetives are:

I

‘ 3
1

;|8.€t} To identify and describe the elements of market structure

. 'zui- and conduct which have an important influence on market

-
a
.

I

- ;~perfonmance.

E.To determine the costs and margins of harvesting sawtimber



 

     

     

"'3, I'M ,' .

’%(-,gi§nce norms that are derived from economIc theory or based

.‘IV '

~7i‘1é‘3upon empirical observations of other industries.

I.” L1@)To determine possible changes in market structures and mar-

O

l

'4
3.

‘ 5&5, keting practices which might raise market efficiency to the

“h:
.

’ I
.

     
  

  

     

 

    

    

   

     

, w benefit of market participants, including landowners and

.
1
t

. . final consumers.

.Theoretical‘Foundation of the Study 

‘3I g., The method of analysis used in this study is that of market

" ifitpcture analysis, also called industrial organization theory. it

';.J.Is_based upon the premise that the behavior of firms and the results

i—’.Ic§-their activities can be predicted by the application of economic

i' {Igccncepts which explicitly take into account actual market conditions.

-( : The_oentral line of reasoning is this:’ given a particular market

JRetructure, the firms operating in the market will adopt certain pat-

: Vterns of behavior, and these behavioral patterns will yield predict—

°I; it‘ibie results. The distinguishing feature of market structure analy-

.I. Sig, as contrasted to the theories of pure competition, oligopoly,

'- {‘ largd..mnopoly, is the emphasis placed upon the empirical verification

‘,o$\actual market conditions and their incorporation in the analysis

. ~ ,‘cgumarliet behavior and performance.

0 .t

,x, ‘ §.;‘h_.",thrket structure analysis involves three areasot inquiry:

TJ'II‘Idustrlal organization theory, as : ". . ..those character-.

' ' .‘fthezorganization‘of a market which seem to influence



   

  

  

  

  

  

   

       

 

    

  

   

   

  

  
  

   

  

RVthe nature of competition and pricing within the mar-

lFbroader definition of market structure, one that includes

.‘ii elements which do not necessarily pertain to the organ—

V’Taof the market, is more useful in studying sawlog and sawmill

'markets. Such a definition is given by Caves (8, p. l5),

'Aé;deflnes market structure as: ". . . the economically signifi-

légcfifit features of a market which affect the behavior of firms . . . ."

‘aficybting again from Bain (2, p. 9), market cenduct consists of the

"_ Ii 3“. patterns of behavior which enterprises follow in adapting or

g: ; edjusting to the markets in which they sell (or buy)." Market per—

. “Immanuel, according to Clodius and Mueller (l0, p. 5m, ". . . re-

. {bl‘fers'to the economic results that flow from the industry . . . ."

- ‘ 7Hewever, not every market attribute that is a result of marketing

‘~ A tiiJustments should be included as a part of market performance, be-

o‘€§USe this would involve the inclusion of attributes of both market

lj’f ‘fittucture and conduct, Since they too are results of the market in

.gjthe'Sense that they are influenced by other market conditions. Mar-

,i' Rat performance should therefore be defined more precisely as includ-

‘ ihg'oniy those market results which directly affect the welfare of

. g 'thé'perticipants in the market and society as well (68). This lat-

::;3tfi§F definition preServes the distinction between structure, con-v

I dhtfl“ and performance, and it also facilitates the accepted notion

thatthe line of causation is from market structure, thoough con-

 



  

 

  

 

  

     

   

  

  

  

  

  

  

  

 

     

    

  
   

 

0; Lhrivedfmm each productive factor is just equal to the cost, or

;; _fitm, :of each factor. The amounts of all products produced over

_‘Safineare maximized, unit costs are minimized, and productive fac-

a. {imlare distributed among various enterprises such that, in equili-

, ‘_.3:;hrium, the marginal value produced by a. given factor is equal in all

¥§ centerprlses.
. c

\

.M.‘ 861' what if market information is inadequate or inaccurate? If

smut operators and saw log producers make sales infrequently and

z'Ibeve-Veontact with only a few buyers, they are not likely to know

" ‘gmbat market price is from day to day for various species, grades,

' rand end-product uses. Overestimating the price for a certain spe-

, rates would lead to an overemployment of resources in the production

. not. that species and an underemployment in the production of other

’ ‘ ,h _al'sp‘eeles.‘ Poor information about price differentials for different

«agendas would likely lead to an uneconomical. grade-output mix. Mis-

ltfi'fomation about product prices would also result in the inaccurate

; .‘paici‘ng-of productive; factors such as labor, saw logs, and stump‘age.

1'

.Ai‘ggcenakdoring the altefinatlve uses for the productive factors con-

34 #:79th by sawmill operators and saw log producers, the overestima-

x¢~ ,. Q ,

’Jg‘fihn-porunderestimation of alternative economic opportunities would

' fluid to un‘derinVestm'ent oroverlnvestmentot labor and-capital in

f ,_uction_of sawlogs andlumber. .Although a causal relation-

on market structure ("'poor" market informathn) and

,‘r-.
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iibetween conduct and performance has not been substan-

mathls example, on.theoretical grounds at least, it would be

. ti]; (jeeation of resources and less than optimum efficiency.

{i‘fg:¢5$9Veral elements of structure, conduct, and perfonmance have been

éLflgéfitfihed by other.authors as being significant in the study of mar-

. :t‘ kfifigfil Many of these elements, however, are based upon highly oligo-

i;;:pelistic markets and are not particularly relevant to the study of

.eayiog and sawmill-products markets undertaken here. Characteristics

,most commonly emphasized as strategic aspects of market structure are:

(I) degree of seller and buyer concentration, described by their num-

‘ her and size distribution, (2) degree of product differentiation, that

“is, the extent to which similar products, intended for the same use,

. are viewed by buyers as being different, and_(3) the conditions of

entry into the market, that is, the relative ease with which new sel-

lers or buyers can enter a market, as generally determined by the ad-

‘vantages held by established firms such as absolute cost advantages,

“tithe relationship between economies of scale and market size, and

Spreduct differentiation. Additional characteristics of market struc-

ture are mentioned by Clodius and Mueller (l0). They include:

tdi-fhe availability, distribution, and adequacy of market information

‘ tor use in sharpening price-quantity comparisons and in reducing risk

'1 fix;£’;flneertainty, (5) the degree of vertical integration, (6) the de-

2 ,

’>Jflfid1vereification, and (7) the type of proprietorship,

~:2excellent synopsis of market structure analysis and re-

if rature, see the article by Clodius and Mueller (l0).

 



  

  

  

  

   

   

    

  

   

    

    

  

  

    
  

  

   

   

‘B*(74) and ZiVnuska (l03), among others, have identified

.::ittional structural elements thought to be important in the

Rfét lumber markets: (8) product characteristics regarding the

'di- 'fiiéuity of grade description and measurement, (9) the regularity

‘éd‘purchase and sale, (l0) the relationship between bulkiness, trans-

. partation casts and product value, (ll) whether the production process

f‘; involves weight gains or losses, (l2) the continuity and length of

‘the production process, and (IS) product durability. A very important

i..§tructural variable yet to be mentioned is: (l4) the size, quality,

Species composition, density, and contiguity of the forest resource.

‘ ‘. ‘ ‘0f the structural elements listed above, those that are espe—

:z adieliy relevant to the sawmilling industry of the North Central Re—

,.*§.-gion~are examined in detail in Chapter 4. Several related structural

- I Tehiracteristics are discussed under one or more headings. Their

“J: "Qigndficance in detenhining the nature of competition and the results

fl'ofi=the market is bnought out in subsequent chapters.

The second area of inquiry, market conduct, refers to the be-

havior of buyers and sellers in adjusting to market conditions.

i' .Attention is focUsed on the main lines of activity that are crucial

ifb achieving a finm's goals. The important dimensions of market

;_ fienduct are identified by Bain (2) as: (l) methods employed in deter-

; §hfififlnihgiprlce and output, such as cost-plus pricing, price taking,

_: Iijgféflfitant level of output, or output varying with price, etc.;

'5’. fflg}3§neguct policy with regard to the number, quality, differentiation,

figfiuehcy of change of the products produced; (3) sales promo-

 



salosepromoTion policies among compeTing firms; and (5) predaTory or

exclusionary TacTics direcTed againsT esTablished rivals or poTenTial

compeTlTors.

The imporTance of each mode of conducT varies from indusTry To

indusTry because of differences in markeT sTrucTure. For example, in

indusTries where producTs are noT easily differenTiaTed, sales promo-

Tion by individual finns is of liTTle consequence. FurThermore, mosT

of The above menTioned dimensions of markeT ConducT deal primarily

wiTh The compeTiTive inTeracTions of rival firms which are designed

To enhance The posiTion of a firm aT The expense of iTs rivals. This

Type of behavior is Typical of oligopolisTic indusTries buT iT is

‘generally lacking in highly aTomisTic indusTries such as The one un-

der consideraTion here. Therefore, The discussion of markeT conducT

in This sTudy does noT focus on The dimensions of conducT which are

commonly accepTed as being of analyTical imporTance, buT is primarily

concerned wiTh describing how The markeT operaTes in order To illu—

minaTe more clearly The relaTionship beTween markeT sTrucTure, conducT,

and performance.

The Two basic reasons for sTudying The sTrucTure of The sawmilling

indusTry and The paTTerns of firm behavior are To deTermine how well

The indusTry funcTions and how performance mighT be improved. This

of course necessiTaTes The esTablishmenT of criTeria by which perfor-

mance can be measured. Of The many possible measures of indusTry

. . . . I
performance, The followrng nine performance dimenSIons seem

 

T'The definiTions and inTerpreTaTions of These nine performance

dimensions follow Those given by Sosnick (68), who recognizes Three

addiTional performance dimensions: uneThical pracTices, exTernal ef—

fecTs, and labor relaTions. ElemenTs of These laTTer Three are in-

cluded in The above nine performance dimensions.



especially appropriaTe for This sTudy: (l) producTion efficiency,

(2) Technological progressiveness, (3) exchange efficiency, (4) level

of oquuT, (5) profiT raTes, (6) producT suiTabiliTy, (7) parTicipanT

raTionaliTy, (8) conservaTion, and (9) The amounT and qualiTy of

sales promoTion.

ProducTion efficiency refers To The minimizaTion of procuremenT,

pnocessing, and selling cosTs, and involves such Things as appro-

priaTe inpuT proporTions, opTimum scale and degree of verTical inTe-

_ graTion, opTimum uTilizaTion of producTion capaciTy, The uTilizaTion

of by-producTs, The conTrol of inpuT and oquuT invenTories, The

equalizaTion of marginal cosTs among differenT firms, and minimum

Turnover of firms and oTher disconTinuiTies.

Technological progressiveness refers To The raTe aT which finns

develop or adopT new or improved producTs and producTion Techniques.

Exchange efficiency embraces The minimizaTion of The cosTs of

Transferring inpuTs and producTs among markeT parTicipanTs; included

are such relevanT issues as The cosTs of TransporTaTion and brokers'

commissions, cross hauling, price flexibiliTy, and The disTribuTion

of gains from Trade.

The level of oquuT and The raTe of profiT involve noTably The

issues concerning The resTricTion of oquuT, as by a monopolisT, and

The disTribuTion of income.

RelevanT To The issue of producT suiTabiliTy are: The general

level of producT qualiTy, The adherence of producTs To size and

grade sTandards, and The raTe and frequency of producT change and

improvemenT over Time.

ParTicipanT raTionaliTy refers To The opporTuniTy for buyers



l0

and sellers To be well informed and To exercise freedom of choice.

involved here are producT inspecTion, sTandards of idenTiTy and

measuremenT, The usefulness of producT grades To buyers and sellers,

The degree of variaTion wiThin grades, The exTenT To which grades are

used, sTandardized quoTaTions, price posTing, markeT news, and prod—

ucT TesTing.

ConservaTion, as a dimension of indusTry or markeT performance,

is concerned wiTh quesTions abouT The appropriaTe producTion Tech—

niques and The opTimum Time paTTern of producTion and invesTmenT

spending needed To maximize neT social benefiTs over Time.

Finally, The issue of sales promoTion is concerned wiTh per—

suasive adverTising, false or misleading adverTising, labeling, or

packaging, and The size of selling cosTs in relaTion To sales

revenue.

The empirical TesTing of hypoTheses abouT The effecTs which

markeT sTrucTure and conducT have upon markeT performance is a dif—

ficulT buT necessary sTep in markeT sTrucTure analysis. A compleTe

analysis of The effecT which markeT sTrucTure and conducT have upon

any one of The above dimensions of performance would consTiTuTe a

formidable sTudy in iTself. Due To financial limiTaTions, TesTs of

The relaTionships beTween sTrucTure, conducT, and performance are

limiTed in This sTudy primarily To deducTive inferences, based upon

economic Theory, abouT The performance ThaT would probably evolve

from The observed markeT sTrucTure and conducT.
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‘ EM‘areas were delineaTed wiThin each of The nine sTaTes par-

gating inThe regional‘projecT as shown in Figure l. WiThin each

'8': -gs_Tudy areas were selecTed To provide inTensive coverage of an

o

WEE-F’adive lumber producTion raTher Than To provide a represen-

1:: hi. i

.2:gi'yesample of The enTire sTaTe. ATTenTion was also given To lo-

113sTudy areas so as To obTain a cross sechon of markeTing con-

QI-‘Nefle wiThin The impori'anT lumber-producing secTions of The nine-

H‘J

DaTa-Co I lecTi on Procedu re 

, .L5.ATTenTion was focused on Two major operaTlonal levels of The

- 1 . \ .L".

'fledusflry wood procuremenT, and The manufacTure and markeTing of

5"”ii“ producTs by primary manufacTurers. Personal inTerviews were

‘field,”T5The markeT agenTs operaTing aT These Two operaTional

3k13. in all, Three Types of markeT agenTs were selecTed To be

:ewed: sawlog producers, sawlog dealers, and sawmills. infor-

{ghabeuT The markeTing acTiviTies of foresT landowners and The

‘_MTIWIQT sawmill producTs was also obTained from The inTerviews.

_ DisTincTions amongThe Three Types of markeT agenTs were de-

_I-{fl‘lned lnThe following manner. A sawlog producer was defined as an

dJMividual (or firm) who harvesTs purchased sawTimber or sawTimber

‘31:“his own land and sells if in The form of sawlogs or boiTs To

"4
m
e



  
Figure l. LocaTion of areas in which sawlog producers and

sawmill firms were sampled.
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unlike producers, do noT engage in The purchase and sale of sTumpage

T or sawlogs buT are conTracTed by sawmills and producers To carry ouT

iogging and hauling operaTions.

A sawiog dealer, or inTermediaTe markeT agenT, was defined as

an individual (or finn) who purchases sawlogs or boiTs (usually from

producers) and resells Them (usually To sawmills) wiThouT subsTan-

Tially changing Their form. A Thorough search of The sTudy areas

revealed ThaT no full-Time sawiog dealers were operaTing in The areas.

AlThough a number of The sawmill operaTors and sawlog producers spenT

parT of Their Time as sawlog dealers, Their acTiviTies as dealers al-

ways represenTed a minor parT of Their ToTal business. Firms acTing

in The capaciTy of sawlog dealers handled less Than 0.3 percenT of

The sawiog maTerial delivered To sampled sawmills. Because of The

insignificanT role played by sawlog dealers, liTTle aTTenTion is

_given To Them in This sTudy.

A sawmill was defined as a firm which processes sawlogs and

boiTs by sawing Them lengThwise inTo lumber, Timbers, canTs, fliT-

ches or Ties. A sawmill may also furTher manufacTure some or all of

The lumber iT produces inTo oTher sawmill producTs such as paiieTs,

skids, blocking, craTes, boxes, or flooring. Finns which processed

sawiog maTerial by cuTTing iT inTo Transverse secTions, such as The

manufacTurers of wooden bowls and oTher novelTies, and The manufac-

Turers of sTaves and cooperage, were noT included as parT of The

sawmilling indusTry.

DeTaiied inTerviews were held in l96l wiTh sawiog producers

and sawmill operaTors in each of The sTudy areas. No full-Time saw-

iog dealers were found To be operaTing in The areas, buT The 
 A



   

  

   

   
  
  
   

  

  
  
  
  
   

  
  
    

   
  
   

JflTerylews.‘SeparaTe inTerview schedules for pnpducers and

@kfis were developed along parallel lines, and idenTical sched-

5*liewere used in all sTaTes. In selecTing finns To be inTerviewed,

Theboundary linesof The sTudy areas were noT considered To be

£.jgxpd, Producers and sawmills iocaTed ouTside The boundaries of

'1' gipdyareas were included in The sample when a considerable inTer-

. Igpflendence exlsTed beTween Their acTiviTies and The markeTing acTiv-

iTy wiThin The sTudy area.

:‘w. Very ilTTle informaTion abouT The ToTal populaTion of sawmills

apd producers was available To serve as a basis for selecTing and

I§TraTifying a sample of These markeT agenTs. lT was noT considered

:.yerthwhiie To make a preliminary survey To esTimaTe The ToTal number

and size disTribuTion of finns To be used in drawing a sample of mar-

“
I
"

‘

T93 agenTs because of The predominanT number of small firms which, as

aggroup, accounT for only a small share of ToTai indusTry acTiviTy.

lnsfead, iT was decided ThaT iT would be feasible To inTerview in

‘quh sTudy area all sawmills wiTh an annual producTion of 500 Thou-

‘ 3 send boqu feeT or more, and as many mills as Time would allow of The

ppoducTion class Ioo-499 Thousand board feeT annually. No aTTempT

:* was made To conTacT sawmills ThaT produced less Than iOO Thousand

beardfeeT annually, buT in The course of The field work, 33 of
t

'L

ftpesefirms were inTerviewed. Due To The small number of These

s

‘K

b-

1

I
.
Tfinn5»ThaT were inTerviewed, daTa for firms ThaT produced less Than

‘_Te,.buT‘are used only occasionally in making comparisons a-

{glasses. .The sample of sawiog producers was drawn aT

_qusand board feeT annually are noT included as parT_of.The To— T

L
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Separation. (However, 'in compiling and analyzing The daTa,

. I 1nformaTion was grouped according To sawlI—ogproducTion size

.Wes.) The number of producers inTerviewed in each sTudy area was

“mined by whaT The invesTIigaTor ThoughT was necessary To provide

-IIgijepresenTaTive picTure-of The markeTing acTiviTies of producers in

679i: area.

f; .I.." ..The ToTal number of sawmills sampled in each sTaTe and size

i. class is shown in Table I. According To Census daTa on The ToTai num-

r... «bfil'ffi'i‘ mills locaTed in The sTudy areas and enTire region in I958

1x09, :60), H is esTimaTed ThaT The sample Includes abouT 5 percenT

(detail sawmills in The nine-sTaTe region and abouT l0 percenT of The

' ‘_ Toffai number in The sTudy areas. The sample of mills ThaT produced

‘ ‘3 EIQOIThousand board feeT or more in i960 is believed To include all of

;‘ The millsof This size locaTed inThe sTudy areas. In order To sim-

ijifvahe discussion of size classes, sawmills ThaT produced 500 Thou-

] sand board feeT or more in |960 are referred To as large-scale mills,

:.-a"rid‘.Those.ThaT produced beTween I00 and 500 Thousand board feeT'are

called small-scale mills.

““7"” ‘For anainicai purposes, The sample of sawmills was classified

. III"-b~&1urding To producT groups. MosT firms produced more Than one prod-

. , buT each was assigned Toonly one producT group on The basis of

IieducT'or group of simi lar'producTs which 'accounTed for The

per'l'ion of The firm's ToTal value of producTion.. .Thernumber

M'e'd‘mills in each producT‘group is lisTed for‘each sTaTe'in



 

Table l. Number of sawmills sampled in The NorTh CenTral Region,

by sTaTe and size class of sawmill, l960

 

lOOO M

STaTe loo-499 500-999 bd. fT. Unclas-

M bd.fT. M bd.fT. or more sifieda ToTalb

 

(Number of sawmills)

 

Michigan 22 25 26 5 78

Wisconsin i7 6 l9 -- 42

MinnesoTa 24 l7 I3 —- 54

Ohio 3i l| IS I 58

Indiana 24 6 8 —- 38

Illinois l2 3 ll -- 26

lowa 8 9 9 -- 26

Missouri 45 I6 20 l 82

Kansas l2 l 7 -- 20

ToTal I95 94 l28 7 424

 

aIncludes firms which iniTiaTed operaTions in l960 and operaTed

less Than nine monThs. Each of These firms had an oquuT aT an

annual raTe in excess of 500 MBF per year.

bAn addiTional 33 mills which produced less Than IOO M bd. fT.

each were inTerviewed in The following sTaTes: Michigan, 8; Minne-

soTa, 2; Indiana, 3; Ohio, 9; Missouri, 8; and Kansas, 3. DaTa for

These mills are noT included wiTh The sample buT are used only oc-

casionally in making comparisons among size classes.



 

~17

5:numberof producers sampled is shown for each sTaTe

inTable 2.- The 'sampie probably includes abouT l0

VisawIIog producersfacTive'inThe sTudy'areaS'in l960.
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113 2. 'Number of sawlog producers sampled in The

I ‘ NorTh CenTral Region, by sTaTe and size

class of producer, l960

 

500 M Unclas—

l-49 M 50-I49 M l50-499 bd.fT. sl-

bd.fT. bd.fT. M bd.fT. or more fleda ToTal

 

 

24 25 l6 9 -- 74

28 |2 3 -- -— 43

4 3 6 2 I l6

3: l9 I7 I -- 68

I3 3 4 I 4 25

:0 II 8 3 -- 32

3 II I6 I -- 2:

25 I4 i5 3 2 60

2 6 I -- -- 9

i4l |O4 76 20 7 ‘34s

 

:.lnciudes Those producers for which producTion daTa were noT

'hble and producers which had ianiaTed operaTions in l960 and

 



CHAPTER 2  
REVIEW OF LITERATURE  

   

   

  

J'lud‘z;

II‘ifi‘ Many of. The earlier sTudies of foresT producTs markeTing, boTh

.ITTthThe sTudy region and ThroughouT The naTion, dealT wiTh small

Thresf ownerships. STudies which invesTlgaTed The reasons behind The

f. l

se-cllied small landownership problem have made a major oonTribuTion

  

   

  
  

  

  

  

  
   

   

  

  

  

  

  

, K

Tereur undersTanding of The problems of markeTing sawTimber and saw-

I‘...

legs derived from privaTe foresT holdings. Much of The earlier ef-

3‘Siehfxwas direcTed To The compilaTion of sawmill direcTories and oTher

I-1d;serlpTive sTudies of The invenTory of sawmills and of The volume and

1~ LTypes of sawl_ogs pdrchased and sawmill producTs produced. Periodic

‘ i surveys by The U. S. ForesT Service of The foresT resources in each

‘: STaTe have also provided useful informaTion abouT The invenTory of

L‘, sawmills and oTher indusTry daTa relaTing To The drain on The foresT

‘'-n¢sddree.. These surveys include works by Findell eT‘al. (l4) in

£MFchigan, STone and Thorne (70) in Wisconsin, Cunningham, Horn, and

ivalency (ii) in MinnesoTa, HuTchinson (25) in lndiana, HuTchinson and

’ hhédddn {-27) in. Ohio, King and WinTers (33) in Illinois, King, RoberTs,.

'thlflinfers.(32) in Missouri, and ThornTon and Morgan(76) in iowa.

itin an arTicle in l957 which called for a re—orienTaTlon of re-

5: in foresT pnoducTs markeTi ng, Gregory ([6, p. 454) madeThe

. g synopsis of The orienTaTion and underlying hypoThesis of

;i
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. ' why-sTudies have implicile assumed ThaT if knowledge of

?‘I ‘. : 'ou'l'leTs were more widely disseminaTed beTTer wood-

3} Band IlianagemenT would follow. lndirechy, This hypoThesis

I .4555 provided The orienTaTion for mosT foresT producTs mar-

I ‘ke‘l'ilhg research.

. I-

- '3 :fi,”hangh The more recenT sTudies have focused on various sTages of

1" The so-called markeTing chain, The emphasis in foresT producTs mar-

; t ‘ Ilgefi'ing research has remained essenTial ly The same. MosT of The

[I’a‘l'esT markeTing sTudies have consisTed of descrlpTlve reporTs

Iahou‘l‘ markeT IagenTs, sales ouTleTs, markeTing funcTions, and The

amounts and Types of producTs purchased and sold. Some sTudies have

invesTlgaTed oerTain sTrucTural aspecTs of markeTing, such as for-

esTry cooperaTives and concenTraTion yards, buT few, if any, have

Thoroughly analyzed The economic sTrucTure of sawlog and sawmi | l-

producTs markeTs. The impl iciT assumpTion of The majoriTy of mar-

keTlIng sTudies in foresTry appears To have been ThaT a broad de—

scrlpTlon of markeT agenTs and ouTleTs and of markeTing procedures

would provide useful informaTion for markeT parTicipanTs or serve

as a frame of reference for more inTensive analyses of specific

markeTing problems. AlThough ma’ny sTudies have purporTed To be

analyses of markeTing efficiency, few have expl icile grappled wiTh

ThisquesTion. MosT have lefT iT up To The reader To make his own

inferences abouT markeT performance.

Because of The greaT number of foresT producTs markeTing

. .efudles which have been made, This review is limiTed To only Those

'fygllichIrare ingnlficanT because of Their analyTical approach, Their

.II'Iscope, or Their conTribuTion To our undersTanding of sawlog and saw-

hfiifiproducTs markeTing in The NorTh CenTral Region.
.r .
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MarkeT STrucTure Analysis:

4|vgr;' TheoreTical and Applied Work5‘

‘ J
u.

'g‘t {‘The firsT compleTe exposiTion of The TheoreTicaI foundaTlon of

I~jfi§§§dT~sTrucTure analysis, or indusTrial organizaTion Theory, was pre-

ukéén’fed By Joe 5. Bain in his book lndusTrial OrganizaTion (2). This

'hfifk'conslsTs of a lengThy analysis of The elemenTs of markeT sTruc-

Tfihe, conducT, and perfonmance and The relaTionships among Them. IT

cohcludes wiTh four chapTers which describe, inTerpreT The effecTs

- of, and presenT alTernaTives To public laws and policies which are

deslghed To prevenT monopolisTic pracTices or promoTe workable com-

peTiTlon. In a laTer work, Caves (8) covered essenTially The same

deTerial as Bain buT in much briefer fashion. An excellenT synopsis

o? The elemenTs of markeT sTrucTure analysis was presenTed in an

erTicle by Clodius and Mueller (ID) in which They also discussed

'seVeral characTerisTics of markeT sTrucTure noT explicile recog-

nized by Bain. The above Three works are represenTaTlve of The more

« TmporTanT comprehensive exposlTions of indusTrial organizaTion

-Th§$ry, alThough Their TreaTmenT of markeT performance is somewhaT

. legsiheneTraTipg Than ThaT given To markeT sTrucTure and conducT.

[IPerhaég The mosT Thorough analysis of The dimensions of markeT per-

fififihhanée was presenTed by Sosnick in a paper TiTIed operaTional

If“i§fifierie'for'EValgaTTngIMarkeT'PerfOrmafigg_(68). Twelve criTeria

Tb? measuring The performance of markeTs are idenTified In This pa-

!“T‘Ihd possible norms for evaluaTi ng each dimension of performance

I I:Iré‘dfinssed.
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.ftgflgworkfor Their invesTlgaTions. AlThough many sTudies in foresT

ngfiggucTs markeTing have been concerned wiTh whaT ofTen has loosely

”h?" called markeT sTrucTure, few have analyzed The elemenTs of sTruc-

“*uPfl which are recognized in markeT sTrucTure analysis. Zaremba‘s

1.5Tudy.of The economics of The American lumber indusTry (l02) conTains

. a bnief survey of The major sTrucTural characTerisTics of The indus-

Ttym .His sTudy is especially noTeworThy, however, for iTs analysis

; of-lumber demand and consumer economics. Zivnuska (l03) reporTed on

tnends since 1900 in The number and size of mills and producT inTe-

.QtaTion wiThin The lumber, plywood, and pulp and paper indusTries of

The;WesTern, souThern, and easTern regions of The UniTed STaTes.

.‘_The~physlcal characTerisTics of The foresT resource and The sTruc-

1ure;of landownership were idenTifled as The mosT imporTanT facTors

atfiecTing The differenTial developmenT of The indusTries wiThin The

three-regions.

‘ Mead (43) sTudied merger acTiviTies and Trends in The concen-

‘tflgflion of The Douglas-fir lumber indusTry from l940 To l960. The

.1imeprlmary reasons for The relaTively high merger acTiviTy were

..i fljgungTo be The lnabiliTy of acquired firms To compeTe in The open

- :”gpgkngfor Timber wiThouT The cosT advanTages of inTegraTion and
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LTTEisTrlbuTion in The Douglas-fir subreglon is low in compar—

r ~.'

,.'ffilfln3hb ooncenTraTion raTios in mosT oTher indusTries.

In his analysis of The American plywood indusTry, was

a yanézeT'The firsT To use indusTrial organizaTion Theory as an analyT-

meal approach To The sTudy of foresT producTs indusTries and mar-

Rfifs. PeTiT sTressed The relaTionship of The sTrucTure and conducT

of The plywood indusTry To iTs performance in his arTicle in The

IJourhal of lndusTrlal Economics (55) and a somewhaT more Technical

TreaTmenT of his sTudy was presenTed in The Journal of ForesTry (54).

BhTiT‘Ooncluded ThaT The reducTion in indusTry concenTraTion which

,had'eecurred up unTll I956 dld noT lead To improved indusTry per-

iehmance buT ThaT performance was accepTable on The basis of The

'ériTeria he sTudied—-level of oquuT, Technological progressive-

flees; profiT raTes, adverTising and promoTional cosTs, and conser—

fiaTloflw‘ However, using susTained yield managemenT of lands supply-

tug Timber for The indusTry as The norm for conservaTion, perfor-

. mance was judged To be anacoepTable in This regard.

r"4- Long and Gray (36) made a brief analysis of markeT sTrucTure

firiibies and Their relaTionship To The markeTing of sawTimber and

Gumber in New Mexico. A deTailed sTudy of cerTain aspecTs of The

iQQrucTure and behavior of The lumber indusTry in wesTern Oregon was

meby Ho (23). The sTudy focused on The problems of small lum-

t}
‘Hflfi? eampanies. lT was revealed ThaT economies of scale in manufac-

:‘_";:'

:fifi noT represenT a major disadvanTage To small finns. The

~6TTanT-sTrucTural facTors which impair The compeTiTive  
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Ih;f%;féof5small firms were found To be The verTlcal lnTegraTion

if ‘ifimber companies Through foresT landownership and The lack

.open markeT for sawmill residues because pulp mills are in-

‘fiibrafled wiTh The large lumber manufacTurers. Public Timber sales

DTaCTiods, involving for The mosT parT large sales and greaT amounTs

..

3. .0fiTTiuancing for access roads, were also idenTified as an imporTanT-n

.5 handrance To small companies. Many of The problems of small com-

panics were found To be relaTed To The managers' lack of adequaTe

I informaTion abouT many aspecTs of Their operaTions, parle a resulT

_ x'I eflThe‘isolaTionlsT Tendencies of These managers.

a Perhaps The mosT Thorough analysis To daTe of The sTrucTure,

‘ ConducT, and performance of lumber and sawlog markeTs was made re-

II conle in The CenTral Sierra Nevada Region of California by Tee-

jguarden-(74). His sTudy was chiefly concerned wiTh indusTry per—

formance as lT relaTed To The markeT for sawTimber produced by

snail (less Than 5,000 acres) nonlndusTrial foresT landownerships.

HleevaluaTIOn of indusTry performance was limiTed To pricing

policies, oTher aspecTs of exchange, and economic sTabiliTy. Be-

._, cause of iTs anaIyTical approach and iTs focus on The markeT for

Timber produced on small privaTe landownerships, Teeguarden's sTudy

T8 especially relevanT To The sTudy of sawlog and sawmill-producTs

.» mirkeTihg in The NorTh CenTral Region. The major conclusions of his

‘;I ;.3Tudy“were as follows: (I) in pricing specific loTs of sawTimber or

‘:snginfieherTirun periods, prices may noT approximaTe a ccmpeTiTive norm,

I:szynT$ifltThe long-run prices are believed To approach a compeTlTlve



I “.5;

14);? ,

1'.?zf=g»W»age.seliers. (2) Pricing is compeTiTive in The finished-

 

  

  

  

  

  

  

   

  

  

  

  

  

   

  

   

  

  

.I;\TTE§T‘pewer ThaT some sawmill firms have chosen To defend_againsT iT

.59“inTegraTing verTically via arrangemenTs wiTh remanufacTuring or

J'.; markeTing esTablishmenTs. .(3) A major advanTage of large scale is

The feasiblliTy of insTailing The planing and drying facillTies

needed To pnoduce a finished line of producTs for sale Through

regular wholesale channels, which give access To a larger number of

poTenTial buyers and a more sTable markeT Than The local markeT for

unfiniShed lumber. (4) Lumber processors providing markeT ouTleTs

To smell foresT ownerships consTiTuTe The mosT unsTable segmenT of

The lumber indusTry.

The more imporTanT policy implicaTions of The sTudy were The

following. (i) MarkeT perfonnance probably could be improved by

beTTer markeT informaTion, especially Through efforTs To educaTe

privaTe foresT landowners as To The opporTuniTies, problems, and

meThods of markeTing sTumpage. (2) Policies and programs To en-

‘ courage greaTer sTabiliTy in The demand for sTumpage and sawiog ma-

Terial would have To consider: measures To reduce assembly cosTs

by improving TransporTaTion sysTems, increasing per-acre Timber

"Voiumes, and providing larger sTumpage sale uniTs so as To en—

'oeurage The developmenT of large-size, inTegraTed processing finns;

"The encouragemenT of land ownership consolidaTion and long-Term

:~.fnerweting conTracTs in order To reduce assembly cosTs and markeT un-
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Jq“beng~Term supply wiTh mill requiremenTs.

fifthamy sTudy of foresT producTs markeTing wiThin The NorTh

I_:‘zup$¥Region To use indusTrial organizaTion Theory as an analyT-

";Iflfit framework was Edna Douglas's analysis of The lowa reTail lumber

.indusfry (l2). Her Thorough analysis of indusTry sTrucTure and cer-

3' tel» aspecTs of firm behavior led To The idenTificaTion of boTh

socially desirable and undesirable aTTribuTes of indusTry sTrucTure
\

‘

and;eonducT.

‘- 7, MarkeTing STudies WiThin The NorTh CenTral Region

FbresT landownership sTudies have ofTen invesTlgaTed sTumpage

s . markeTing DUacTices and The inTerrelaTionships beTween foresT manage-

r i Effluent and markeTing. NoTeworThy of This Type of landownership sTudy

were Those in Michigan by Schallau (63, 64) and Yoho, James, and

'i’ ' Quinney (lOl), by Farrell (l3) in Missouri, and in Wisconsin by

7' SUTherland and Tubbs (72). Many oTher sTudies have been primarily

Ik_‘ ’ ' concerned wiTh The markeT ouTleTs for sTumpage and markeTing prac-

Tices. .Quigley (58) described The foresT resources of The Missouri

-Ozarks, briefly revTewed The available Timber markeTs, and analyzed

The opporTuniTies for esTablishing new pine-using indusTries. In a

taTer sTudy, SmiTh (65) described The foresT resource, farm woodloT

. .ymahagemenT,‘sTumpage buyers, and The volumes of sawiogs and oTher

VIVI figresT producTs sold from farm woodloTs in a Three-counTy area of

.LjewMi35quri.l A similar sTudy,.buT wiTh greaTer emphasis on describiIng

7:3IhaOperaTions of sawmills and oTher primary processors, was made

7:150" and WinTers (26) in souThern lilinois. A brief survey
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I'.I_i‘.:fI1 uiayand QuIigley (37) presenTed a direcTory of Timber producTs

”pip/Gm in Ohio and a cursory descripTion of buying pracTices and

fiEEH‘icaTions for sawlogs and oTher round wood producTs. A laTer

sTudy in souTheasTern Ohio by Turner and MiTchell (77) invesTlgaTed

‘ firesT managemenT pracTices on farm woodlands, aTTiTudes and moTiva-

fi‘o‘ns of Tanners regarding foresTry pracTices, and characTerisTics

eT'STumpIage sales such as frequency of sale, size, markeTing assis-

Tance, Terms of sale, sources of price informaTion, and number of

offers reoei—‘ved.

OTher sTudies have been concerned wlTh The markeTing of prod- .

ucTs produced by sawmills and oTher primary wood-using mills, in

addiTlon To The markeTing of raw wood maTerial. in The claypan re-

gion of lllinols, Holland (24) invesTlgaTed The number, size, and

"" dither characTerisTics of primary wood processors and oTher markeT

barns, wood procuremenT meThods, and The Types of markeT ouTleTs

IWIE2sawmill producTs. Brundage (6) reporTed on The number, size, and

gm»:of sawmill operaTions in souThern lndiana, characTerisTics of

g“Theiajtiog maTeriaI purchased, and The Types of sawmill producTs

EssenTial ly The same kind of informaTion was presenTed

"I'vkei? The Missouri Ozarks by Quigley (57) alThough greaTer coverage

:bas'givenki'o markeTing procedures for raw wood maTerial and manu-

l . .

' ‘Wseveral sTudies of foresT producTs markeTing have been made

IIgIl'IiIé on a region-wide basis: pulpwood by ManThy and James (40),

"Timber by Massie and James (4‘2), and posTs, poles, and

‘
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“aunts, sTarTing wiTh sTumpage and conTinuing Through The primary

'/.FW’ .

1.. MlnufacTurlng stage. LimiTed aTTenTion was given To The sTrucTure

 

II,hf‘The markeTs for round wood producTs and manufacTured wood prod—

ucTs, and The analyses of The markeTing processes ofTen did noT

-, focus on The compeTiTive relaTionships among markeT parTicipanTs.

Massie (4|) gave essenTially The same TreaTmenT, alThough in less

defall, To The major Timber producTs produced in The region. His

reporT included sawlogs buT was confined for The mosT parT To a

descripTion of producers and sawmill operaTors and cerTain aspecTs of

Their operaTions. ExcepT for a comparison of The average cosTs and

I.' reTurns involved in producing round wood producTs, liTTle aTTempT

. was made in any of These four sTudies To evaluaTe markeT perfonmance.

. Few deTailed sTudies have been made of markeT ouTleTs and spec-

_..~ lTicaTions for sawmill pnoducTs produced in The sTudy region. SuTh-

I erland-(7i) made a case sTudy of The use of wood palleTs by The Ford

I ‘PIHOTor Company. He invesTlgaTed The characTerisTics of The lumber

used, markeTing channels, markeTing procedures, The funcTions per-

;‘g fodhed”by The palleT manufacTurer, and Trends in palleT consumpTion.

- A similar sTudy of The use of wood palleTs in The Minneapolis—ST.

-Paui area was conducTed by Warner and Bowen (97). Also in The Minne-

Efapoiis-ST. Paul area, Warner and Tubbs (98) made a sTudy To deTennine

a Mihi.vbiumes and characTerisTics of lumber used by manufacTuring in-
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flierMing STudies OuTside The NorTh CenTral Region

.

4;":"-

TgesTudies reviewed hereafTer exclude Those carried ouT in

,Q:fifir‘h

wesTern sTaTes because of The greaT differences beTween The

;Tend The resT of The naTion as regards The sTrucTure of The saw-

‘ :illlng indusTry.

Under The NorTheasTern Regional MarkeTing ProjecTs NEM-6 and

hffi-24 a series of region-wide sTudies of foresT producTs markeTing,

sTarTlng wiTh sTumpage and carrying on Through The reTail yard, were

conducTed in The Middle ATIanTic and New England sTaTes. Phase l

ofNEH-6 reviewed The landownership siTuaTion and described The

’ ifig The frequency of sales, The values, Types, and volumes of prod-'

‘L ths sold, and The Terms of sale (51). Phases II and III of NEM—6

InvesTigaTed The sTabiliTy of wood-using firms, buyers‘ specifica-

Tions for sTumpage and logs, The disTribuTion of manufacTured wood

- r .pUOducTs by markeT area and Type of buyer, and The use of public

5‘ er privaTe markeTing assisTance by The buyers and sellers of Timber

producTsv(52). STaTe reporTs based on NEM—6 include sTudies by

.Beher and Beyer (3) in Maine, Swain and Wallace (73) in New Hamp-

.shlre, and Rich and SisTerhenm (60) in MassachuseTTs. STudies of a

’,f3 similar naTure buT noT connecTed wiTh NEM—6 include Those by Sampson

and.CrosswhiTe (62) in Delaware and Judson and SwiTzer(Si) in

I nerTheasTern Mississippi.

:‘ “'NEH-24, which also consisTed of Three phases, was limiTed To

mber raTher Than covering all major foresT producTs as in NEM-G.

it

]%gas reporTed by ChrisTensen eT al. (9), invesTlgaTed on a

e

sTumpage selling pracTices of The owners of small woodlands, includ-V
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If éifidfien, markeT geography, markeTing pracTices, and IUmber

n§§§&gihg; STaTe reporTs for MassachuseTTs (4) and for Maine and New

§gfifihunuiine (96) based on Phase l are also of inTeresT. Phase II

consisTed of a sTudy of The lumber purchased and services soughT

byflmanufacTurers of wood producTs. ReporTing on This phase, WhiT-

mere g:_§l: (99) described The characTerisTics of The lumber pur-

chased, sources of supply, purchasing pracTices, and procuremenT

problems as viewed by lumber buyers. Similar informaTion was also

presenTed in sTaTe reporTs by FosTer and Bond (IS) in MassachuseTTs

and Wallace (95) in New Hampshire. In a separaTe sTudy of The

markeTs for lumber produced in WesT Virginia, Lindell {(35) reporTed.

essenTially The same Type of informaTion based on a survey of wood

producTs-manufacTurers in Ohio, Virginia, and NorTh Carolina. The

- region-wide resulTs for Phase ill have noT yeT been reporTed. This

iasT phase of NEM-24 is a sTudy of The markeTing pracTices and The

services soughT and rendered by lumber reTailers. The sTaTe re-

porT for WesT Virginia based on This phase of The regional projecT

has~been reporTed by Nelson (50).

The major findings and conclusions of The regional sTudies

NEH-6 and NEH-24 were The following. (i) AbouT Two-Thirds of The

‘}~ Timber sales from small privaTe foresT ownerships were made by sei-

iers who had no presaie knowledge of The amounT of Timber involved

lfl the sale or of available markeT ouTleTs. (2) AbouT half of.The

§§1i9r5.had no knowledge of available public or privaTe managemenT

§hankeTing assisTance. .13) Only l4 percenT of The Timber sales
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; 43; :thay boTh lack The resources To perform many markeTing func-

.,I3§60enand musT rely on The buyers of Their producTs To carry ouT

“ .‘3uehrmerkeTing acTiviTies as grading, measuring, and pricing.

f £5} Small sawmill firms are frequenle forced To sell, regardless

0T¥The markeT advanTage, because of inadequaTe sTorage faclllTies

or financing. 4(7) Silgthy over 90 percenT of The hardwood lumber

purchased by wood producTs manufacTurers sampled in The Middle AT—

lanTic and New England sTaTes was obTained from wiThin The region

sTudied. (8) Failure of lumber To meeT grade specificaTions was The.

lumber procuremenT problem mosT frequenle menTioned by buyers.

Failure of lumber To meeT size and seasoning specificaTions and de-

livery problems were also found To be imporTanT.

RelaTed STudies

AlThough mosT sTudies in The areas of markeTing have been con-

cerned wiTh The markeTing process—~viewed, for The mosT parT, in

Terms of maTerial flows--and The channels of disTribuTion, some

sTudies have focused on oTher subjecTs such as The uTiiizaTion po-

TenTlal of The foresT resource, manufacTuring processes, and The

.merkeT ouTleTs and specificaTions for sawmill producTs.

Callahan and SToops 1(7'.) reviewed The Timber resource and

L"tcdfior economic characTerisTics of souThern Indiana and analyzed The
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‘M; To The esTablishmenT of inTegraTed hardwood uTi l izaTion

_‘9 and described a planT layouT ThaT would be suiTable in

.mm areas of The UniTed STaTes. The feasibiliTy of esTabl ish-

'%li§hardwood uTiiizaTion oenTers has also been sTudied by The Tennes-

’,'.7$v'Vailey'AuThoriTy1(7‘5). Economic analyses of The producTion and

;- aiflie‘i'ing cf laminaTed Timbers and hardwood dimension sTock were

-765fi'ied 001‘ in Wesf Virginia by Hamelman (22) and Haas (l7), respec-

a*my. Haas (l8) also sTudied The use of hardwood dimension sTock

1

Williefuranure indusTry. Brock (5) made a peneTraTing analysis of

KMfifes played by building conTracTors and archiTecTs in deTer-

"Fairing The amounTs and kinds of lumber used in building consTruchon

' 3 iii The NorTheasT.

 



CHAPTER 3

THE LUMBER INDUSTRY lN THE NORTH CENTRAL

REGION: AN HISTORICAL PERSPECTIVE

  

 

  

 

  

  

  

 

  

  

  

  

 

  

  

    

in: The NorTh CenTraI Region is a highly indusTrialized and

heavily populaTed area. The nine sTaTes which make up The region, as

defined in This sTudy, accounTed for 35 percenT of The ToTal value .

Q added In manufacTure in I962 and abouT 27 percenT of our counTry's

penulaTion in I963 (8|). The region has a highly developed Trans-‘ .

’ -porTaTion sysTem consisTing of numerous highways and railroad lines

r

H: 7‘,'and several major waTer rouTes. An exTensive neTwork of railroads

i

V . ;.scI-ves mosT Towns and clTi-es in The region. Six of The sTaTes bor-

I

der on The GreaT Lakes which serve domesTic shipping and inTerna—
e"

I: ‘ Tional Trade wiTh Canada and wiTh oTher counTrles by way of The SainT

ILeWrence Seaway. The Mississippi and Missouri Rivers and Their

{TuibuTary rivers provide imporTanT rouTes of TransporTaTion in all

sTaTes of The region wiTh The excepTion of Michigan.

". : a ‘ The Topography of The region is fairly consisTenT. There are

;

.no IBJOr mounTaln ranges; rolling bills or plains characTerize much

;s":"efi'jhe land surface. CIImaTic condiTions Throughouf The region are'

_iii fibre~variable. TemperaTures are considerably lower in The Lake

ugifififiilns and preciplTaTlon is subsTanTially lower in Kansas and

' J.”

.633  
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of The ToTal area. PasTure and range lands, indusTrial and urban

areas, and oTher land uses make up The remaining quarTer of The land

area.

ManufacTuring plays a dominanT role in The economic acTiviTy of

The region. ManufacTuring indusTries accounTed for 40 percenT of all

wages and salaries paid in I958. The wholesale and reTail Trades and

The service Trades ranked second and Third, respecTively, in Terms of

The amounT of wage and salary disbursemenTs. In comparison, income

received and wages paid by farmers represenTed only 5 percenT of ToTal

personal income (78).

Heavy indusTries, including The manufacTure of machinery, The

primary and fabricaTed meTal indusTries, and The manufacTure of Trans—

porTaTion equipmenT, accounTed for sligthy over half of boTh value

added in manufacTure and The number of workers employed by all manu-

facTuring indusTries in l962 (Table 3). The foresT indusTries

represenT a small buT significanT share of The region's ToTal economic

acTiviTy. Paper and allied producTs indusTries accounTed for a liTTle

more Then 3 percenT of The value added in manufacTure in I962. Value

added in The manufacTure of furniTure and fixTures represenTed sligthy

over i percenT of The ToTal. Lumber and wood producTs manufacTuring,

which includes firms engaged in The manufacTure of sawmill producTs,

accounTed for sligthy less Than I percenT of ToTal value added

(Table 3). Firms engaged in The manufacTure of sawmill producTs ac-

counTed for only one TenTh of one percenT of ToTal value added in

manufacTure.

AlThoth The sawmilling indusTry is relaTively unimporTanT in

Terms of iTs conTribuTion To The ToTal economic acTiviTy of The
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Table 3. Value added and employmenT by selecTed

manufacTuring indusTries, I962a

 

 

SIC All

flum- lndusTry Value All Value employ-

ber group added employees added ees

(Million (Thousands) (PercenT)

dollars)

35

& 36 All machinery l4,007.5 l,222.7 22.! 22.6

33 Primary and

& 34 fabricaTed meTal l0,987.7 945.0 l7.3 l7.5

37 TransporTaTion

equipmenT l0,748.6 707.5 l6.9 I3.l

20 Food and kindred

producTs 7,728.5 586.2 l2.2 l0.8

28 Chemicals and

allied producTs 4,|92.5 l9l.9 6.6 3.5

26 Paper and allied

producTs 2,lO7.6 l79.l 3.3 3.3

25 FurniTure and

fixTures 835.7 95.7 l.3 I.8

24 Lumber and wood

producTs 53l.2 77.4 0.8 I.4

All oTher manu-

facTuring l2,4l0.6 l,409.4 l9.5 . 26.0

 

ToTal manu-

facTuring 63,549.9 5,4l4.9 l00.0 l00.0

 

aIncludes The nine NorTh CenTral STaTes plus NorTh and SouTh

DakoTa and Nebraska. These Three sTaTes accounTed for only I.4 per-

cenT of The l2-sTaTe ToTal value added. Food and kindred producTs

accounTed for abouT half of The ToTal value added in each of These

Three sTaTes.

Source: U. S. Bureau of Census. I964. Annual survey of manu-

facTures: I962. Wash., 0. C.
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region, iT is of subsTanTial economic imporTance in rural areas.

According To Census daTa (80), some 9,000 sawmills, nearly all of

which were locaTed in rural areas, employed abouT l6,500 workers in

I958. This figure does noT include all parT-Time workers and doubT-

lessly fails To include many workers employed by The hundreds of

very small sawmills.

The harvesTing and TransporTaTion of sawlogs provides addiTion—

al employmenT for sawiog producers and foresT owners. The sale of

sawlogs and sawTimber is an imporTanT source of income To many foresT

owners. The sawlog harvesT was valued aT 62 million dollars in I958

(20).

in formulaTing a picTure of The presenT sTaTus of The sawmilling

indusTry, iTs sTrucTure, and iTs relaTionship To The economy of The

region as a whole, iT is helpful To review The hisTorical Trends

which bear upon The presenT siTuaTion. The remainder of This chapTer

is concerned wiTh a discussion of regional Trends in lumber produc-

Tion, The Timber resource, and The markeTs for lumber.

Trends in Lumber PrOducTion
 

The hisTory of The sawmilling indusTry in The NorTh CenTral

Region goes back To The early parT of The nineTeenTh cenTury. Up

unTil The I850's, lumber was produced primarily for The homesTeading

needs of The seTTlers in The region. STarTing around l860 The con-

cenTraTion of The sawmilling indusTry shifTed from The NorTheasTern

STaTes To The Lake sTaTes. Lumber producTion wiThin The region rose

sharply and reached a peak of abouT l3 billion board feeT annually in
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The laTe l880's (Figure 2, parT A). The cuT of whiTe pine made up

over half of annual producTion up unTil I905. During The period of

rapidly increasing regional producTion, naTional demand for lumber

was also growing aT a fasT pace. Regional producTion remained aT

high levels unTil The early parT of This cenTury and Then declined

rapidly as The virgin Timber disappeared.

The share of naTional lumber producTion produced in The sTudy

region has declined significanle since l859 (69). in The l870's,

The region accounTed for some 60 percenT of hardwood lumber produc-

Tion in The naTion, abouT half of The sofTwood lumber produced, and

some 40 To 50 percenT of ToTal naTional producTion (Figure 2, parT B).

The region's share of naTional lumber producTion has dropped To 20

percenT for hardwoods, abouT one percenT for sofTwoods, and abouT 5

percenT for all lumber produced in I962.

Since I939, boTh The level of lumber producTion and The share

of naTional oquuT have been fairly consTanT from decade To decade

as indicaTed by The lasT Three base years in Figure 2, parT 8. Al—

Though producTion was siigthy higher during and immediaTer afTer

World War II, annual producTion of boTh hardwoods and sofTwoods since

I949 has remained aT abouT The same level, as is shown in The follow-

ing TabulaTion (82, 93):

 

Year Hardwoods SofTwoods ToTal

(Million board feeT)

I949 I,l38 295 l,433

I954 l,3l5 349 l,664

I956 l,4l8 256 l,674

I958 l,207 350 l,557

l960 l,l94 384 l,578

l962' |,336 279 I,6l5

 

lDaTa are for sawTimber harvesTed raTher Than lumber producTion.
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Figure 2. Annual lumber producTion in The NorTh CenTral Region;

regional producTion as a percenTage of U. S. producTion, for Ten-year

inTervals l869-I962. (Source: Years l869-l939: STeer, Henry. I948.

Lumber producTion in The UniTed STaTes l799-l946. Wash., 0. C. Years

I949-62: U. S. Bur. of Census. Lumber producTion and mill sTocks,

Series M24(62)-|. Wash., 0. C. Annual reporTs.)
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NaTional producTion of boTh sofTwoods and hardwoods over This same

period has similarly shown no significanT upward or downward Trend.

In The pasT 30 years, The region's share of naTional hardwood produc-

Tion has remained around 20 percenT while iTs share of sofTwood

producTion has amounTed To only I To 3 percenT.

Very liTTle informaTion is available regarding The volume of

lumber produced of individual species. Of The ToTal volume of saw-

Timber harvesTed in I962, red and whiTe oaks made up 32 percenT of

The ToTal; hard maple, 7 percenT; yellowpoplar, 3 percenT; spruce

and balsam fir, 4 percenT; and whiTe and red pine, 3 percenT (93).

ASpen, poplar, and coTTonwood--which may have accounTed for ID To 25

percenT of ToTal annual producTion-~and oTher species made up The re-

maining 5| percenT. There is liTTle evidence To indicaTe ThaT any

major changes have occurred in The raTe of lumber producTion for

individual species for The pasT 20 years or more.

RecenT Trends in The ForesT Resource
 

The foresT resource is perhaps The mosT imporTanT facTor ThaT

affecTs The sTrucTure and conducT of The sawmilling indusTry. The

species, size, qualiTy, locaTion, densiTy, and oTher characTerisTics

of The foresT cover deTermine, To a large exTenT, The size, locaTion,

and Type of sawmill and producer firms; The cosTs of logging, haul-

ing, and milling; and The species and qualiTy of lumber and sawlogs

produced. This secTion describes The Timber resource of The NorTh

CenTral Region and The more imporTanT changes in This resource which

have occurred in The pasT l0 years. Knowledge of The presenT siTua-

Tion and recenT developmenTs hiThe foresT resource are necessary for
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a more compleTe undersTanding of presenT condiTions in The sawmilling

indusTry and of changes which mighT occur in The nexT few years.

There are some 83.3 million acres of commercial foresT land in

The NorTh CenTral Region'. Commercial foresT land makes up abouT

one fourTh of The ToTal land area. The acreage of commercial foresT

land has decreased by 3 percenT since l953. However, The volume of

growing sTock has increased by abouT |0 percenT from l953 To I963.

AbouT 72 percenT of The commercial foresT land in The region is

in privaTe ownership. Farm ownerships accounT for abouT 4| percenT

of all commercial foresT land, more Than any oTher class of owners.

In each of The nine sTaTes, farm ownerships rank firsT in Terms of

acreage of commercial foresT land. Lumber companies and pulp and

paper companies own abouT l percenT and 3 percenT, respecTively.

OTher Types of privaTe ownerships accounT for abouT one-fourTh of all

commercial foresT land.

STaTe foresTs accounT for abouT l0 percenT of ToTal commercial

foresT land; some 9 percenT is found in naTional foresTs; counTy and

municipal governmenTs own abouT 7 percenT; and abouT 2 percenT is

found on oTher Types of federal ownerships, mosle Indian lands. The

Three Lake sTaTes accounT for abouT 93 percenT of The commercial

foresT land in sTaTe ownership wiThin The region. Of The acreage

found on naTional foresTs, nearly 95 percenT occurs in The Three Lake

STaTes plus Missouri. CounTy and municipal ownerships in MinnesoTa

and Wisconsin conTain nearly all of The commercial foresT land found

 

IThe daTa presenTed in This secTion for years I962-63 and I952-

53 were Taken enTirely from Timber Trends in The UniTed STaTes (93)

and Timber ResoUrces for America's FuTure (9|), respecTively.
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in These Types of ownerships wiThin The region.

MosT of The commercial foresT land in The sTudy region, excepT

for ThaT in public ownership, is parceled among Thousands of small

ownerships. The following TabulaTion shows The number of privaTe

foresT owners and The acreage held by Them in I953 (9i):

   

 

Number of Commercial PercenTage of

Size class privaTe foresT foresT ToTal commercial

of ownership owners acreage foresT land

Less Than

l00 acres l,098,398 34,923,000 40.7

I00 - 500 90,l43 l7,20l,000 20.0

500 - 5,000 3,285 3,542,000 4.I

5,000 or more l6l 6,3l3,000 7.4

l,l9|,987 6|,979,000 72.2

AbouT l.l million privaTe ownerships, each wiTh less Than I00 acres

of commercial foresT land, conTain 4| percenT of all commercial

foresT land in The region. AnoTher 20 percenT is found on properTies

conTaining beTween I00 and 500 acres of commercial foresT land. IT

is evidenT from These figures ThaT, excepT in some areas of predom-

inanle public foresT ownership, The supply side of The sTumpage

markeT is definiTely aTomisTic.

Whereas privaTe foresT owners conTroI 72 percenT of The region's

commercial foresT land, 8| percenT of all sawTimber volume is found

on privaTely owned lands. The naTional foresTs conTain siigthy less

Than 7 percenT, and oTher public agencies accounT for abouT I2 per-

cenT of all sawTimber volume.

During The period l953 To I963, The acreage of commercial

foresT land owned by farmers decreased from 36.| million acres To

33.9 million acres. All oTher ownership classes, excepT federal
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agencies oTher Than The ForesT Service, experienced an increase in

Their share of ToTal commercial foresT land. The following TabulaTion

indicaTes The percenTage of commercial foresT land held by each own-

ership class in l953 and I963 (9|, 93):

 

  

Ownership class 1263. 1953

(percenT)

Farmers 40.8 42.|

ForesT indusTries 4.l 4.!

OTher privaTe 27.0 26.0

NaTional foresTs 9.2 8.9

OTher federal I.8 2.2

STaTe 9.7 9.5

CounTy and municipal 7.4 7.2

All ownerships l00.0 l00.0

Since mosT farm-foresT ownerships are smaller Than 500 acres, we can

assume ThaT There has been some decrease in The ToTal acreage held

and The relaTive imporTance of small foresT ownerships. If we as-

sume ThaT The number of ownerships wiTh less Than l00 acres of com-

mercial foresT land decreased in proporTion To The decrease in farm-

foresT acreage, Then we would esTimaTe ThaT The number of These

small ownerships decreased by some 69,000 from I953 To I963. This

would sTill leave, however, some one million of These small owner-

ships conTaining abouT 39 percenT of all commercial foresT land in

The region. Regardless of The implicaTions ThaT mighT be drawn from

The above Trends, iT is evidenT ThaT The presenT sTrucTure of foresT

ownership is sTill dominaTed by The mulTiTude of small, privaTe

holdings.

AnoTher indicaTion of recenT Trends in The sTrucTure of foresT

ownerships is The change in sawTimber volumes held by each Type of
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ownership. The mosT significanT change from I953 To I963 was an

increase of 3.8 billion board feeT of sawTimber on public lands

oTher Than The naTional foresTs. This represenTs an increase of 35

percenT for The Ten year period. During The same period, sawTimber

volumes on naTional foresTs increased by 230 million board feeT, or

3 percenT; sawTimber volume on all lands in privaTe ownership in-

creased by 6.8 billion board feeT, or abouT | percenT. AlThough The

volume of sawTimber in privaTe ownerships increased from l953 To l963,

The proporTion of ToTal sawTimber volume in privaTe holdings decreased

from 82.9 percenT To 8|.l percenT. The share held in public owner-

ship oTher Than on naTional foresTs increased from l0.0 percenT To

I2.3 percenT. WiThouT regional daTa on sTand sTrucTure and siTe

producTiviTy by ownership classes, iT is noT possible To accuraTely

judge The significance of These Trends and whaT Their implicaTions

are for The fuTure. AlThOUgh The Trends in The ownership of saw-

Timber and commercial foresT land indicaTe a slighT increase in The

concenTraTion of The Timber resource on large holdings and public

ownerships, The mosT significanT deducTion To be drawn from These

Trends is ThaT The exTremely aTomisTic sTrucTure of foresT ownership

has noT changed much in The pasT |0 years.

The predominanT foresT Type in The NorTh CenTral Region, in

Terms of commercial foresT acreage, is The oak-hickory Type. This

Type includes abouT one-Third of all commercial foresT acreage. The

aspen-birch Type ranks second wiTh abouT one-fifTh of ToTal commer-

cial foresT acreage.

Considerable differences in The species composiTion of The

foresT cover are evidenT in comparing The Three Lake STaTes wiTh The
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six oTher sTaTes. This comparison is made in Table 4. In The Lake

STaTes, The largesT foresT Type is The aspen-birch Type which in-

cludes abouT one Third of all commercial foresT acreage. The maple-

beech-birch Type and The spruce-fir Type are The second and Third

largesT, respecTively. In The six oTher sTaTes, The oak-hickory

Type includes abouT Two-Thirds, and The elm-ash-coTTonwood Type

accounTs for abouT one-fourTh of all commercial foresT land.

JusT as hardwood Types cover mosT of The foresTed area, hard-

woods ouTrank sofTwoods five To one in Terms of sawTimber volume.

In I963 There were 99.8 billion board feeT of hardwood sawTimber

and l9.6 billion board feeT of sofTwood sawTimber in The nine sTaTes.

AbouT 40 percenT of The hardwood volume and 93 percenT of The sofT-

wood volume occurred in The Three Lake STaTes.

The red oak group is The dominanT species group and accounTs

for abouT l6 percenT of all volume. The whiTe oak group ranks

second wiTh l4 percenT of ToTal volume. OTher imporTanT species

and species groups in descending order of imporTance are: hard

maple; coTTonwood and aspen; spruce, hemlock, and balsam fir; red

and whiTe pine; and sofT maple.

During The Ten year period I953-l963, some changes have oc-

curred in The species makeup of The sawTimber resource. ToTal saw-

Timber volume on commercial foresT land increased from I08.5 billion

board feeT in l953 To ll9.3 billion board feeT in I963. Hardwood

volume increased by 6.9 billion board feeT and sofTwood volume in-

creased by 3.9 billion board feeT (Table 5). However, as a propor-

Tion of ToTal sawTimber volume, hardwood volume decreased from 86
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Table 4. DisTribuTion of commercial foresT land by

foresT Type and sub-region, I963

 

Three Lake Six CenTraI All nine

ForesT Type STaTes STaTes STaTes

 

(P e r c e n T)

 

Oak-hickory l2 65 32

Aspen-birch 34 a 22

EIm-ash-coTTonwood 9 24 I5

Maple-beech-birch l9 4 l3

Oak-pine -- 3 l

Oak-gum-cypress —- 2 l

Spruce-fir l7 -- I0

WhiTe-red-jack pine 9 a 5

Lobkflly-shorTleaf pine -- 2 I

IOO l00 IOO

 

aLess Than 0.5 percenT.

Source: U. S. ForesT Service. I965. Timber Trends in The

UniTed STaTes. Wash., 0. C.
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Table 5. Comparison of The disTribuTion of sawTimber

volume by Species, l953 and I963

Change

Species I963 I953 l953-63

(PercenT) (Million bd.fT.)

Oaks 30.I 33.8 - 743

Sugar maple and yellow birch 9.6 9.4 + l,l82

SofT maple and beech 6.8 6.6 + 973

CoTTonwood and aspen 6.0 5.8 + 928

Yelhawpoplar |.7 I.5 + |l5

OTher hardwoods 29.4 28.5 + 4,429

ToTal hardwoods 83.6 85.6 + 6,884

WhiTe and red pine 5.5 4.6 + I,605

Jack pine I.9 I.9 + 2I5

Spruce, hemlock and

balsam fir 5.9 5.l + l,4l7

OTher sofTwoods 3.l 2.8 + 704

ToTal sofTwoods l6.4 l4.4 +3,94I

All species I00.0 I00.0 +|0,825

 

 

 

 

Timber Trends

I958. Tim-

Source: Year I963: U. S. ForesT Service. I965.

in The UniTed STaTes. Year l953: U. S. ForesT Service.

ber resources for America's fuTure.
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percenT To 84 percenT and sofTwood volume increased from I4 percenT

To I6 percenT.

The volume of mosT species and species groups increased over

The Ten year period (Table 5). The volume of oak, however, de-

creased by abouT 700 million board feeT, and as a percenTage of

ToTal sawTimber volume, iT decreased from 34 percenT To 30 percenT.

DaTa were noT available for all major species, buT of Those species

represenTed in Table 5, iT appears ThaT The more valuable species,

such as sugar maple, yellow birch, sofT maple, yellowpoplar, and red

and whiTe pine, have aT IeasT held Their own in Terms of Their share

of ToTal sawTimber volume. IT is apparenT from Table 5 ThaT sawmill

firms, in The region as a whole, have faced an increasing sawTimber

volume of mosT species during The pasT Ten years.

IT is quesTionable, based upon growTh and cuT daTa for I962,

wheTher The recenT Trends in The Species composiTion of The saw-

Timber resource will conTinue info The fuTure. The following

TabulaTionl presenTs neT annual growTh and cuT of sawTimber in I962

for selecTed species (93):

 

lThe daTa represenT The nine sTaTes under sTudy plus KenTucky,

Nebraska, and NorTh and SouTh DakoTa. Since The four sTaTes ouTside

The sTudy region accounT for only a small share of The growTh and cuT

volumes reporTed here, There is reason To believe ThaT comparisons

among species, based on These daTa, would be valid for The region

under sTudy.
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NeT annual

NeT annual . growTh

Species __growTh Qfli. minus cuT

(Million bd. fT., lnTernaTional l/4")

SelecT whiTe and red oaks l,05l 635 4I6

OTher whiTe and red oaks 785 274 5I|

Sugar maple 2l4 207 7

Yellow birch 24 48 -24

Yellowpoplar 208 89 I9

Hickory 309 55 254

WhiTe and red pine 266 78 I88

Spruce and balsam fir 223 |22 I0l

The above daTa indicaTe ThaT neT annual growTh of oak saw-

Timber exceeded cuT Two To one. The neT growTh of lower-value oaks

was abouT Three Times greaTer Than The cuT of These species in I962.

If The growTh-cuT relaTionships for I962 conTinue, Then one would

expecT a reversal in The recenT downward Trend in The volume of oak

sawTimber and an increase in The prOporTion of ToTal sawTimber

volume accounTed for by The oak group. IT also appears likely ThaT

over half of The expecTed increase in oak volume will come from less—

valuable oak species. The volume of hickory, anoTher low-value

species, will probably also increase significanle. SawTimber growTh

approximaTely equalled sawTimber cuT for sugar maple in I962, and The

volume of yellow birch cuT exceeded growTh Two To one. These growTh-

cuT relaTionships for I962 casT serious doubT on wheTher some of The

more valuable species will conTinue To increase in volume or main-

Tain Their share of ToTal sawTimber volume.

Three addiTional characTerisTics of The Timber resource which

are of major significance are The densiTy of The sawTimber cover,

The size of sawTimber Trees, and sawTimber qualiTy. These Three
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characTerisTics are discussed in The remainder of This secTion.

The foresTs of The NorTh CenTral Region generally supporT a

low sawTimber densiTy. AlmosT 80 percenT of The commercial foresT

land supporTs less Than l,500 board feeT of sawTimber per acre. As

a resulT of The increase in ToTal sawTimber volume and The reducTion

in commercial foresT acreage over The pasT l0 years, sawTimber

volume per acre has apparenle increased. This is evidenT from The

facT ThaT average sawTimber volume per acre of sTocked commercial

foresT land increased from l,493 board feeT in l953 To I,657 board

feeT in I963. AnoTher indicaTion of The Trend in sTocking over The

pasT l0 years is given by The following TabulaTion (9|, 93):

  

  

PercenTage disTribuTion Change

STand-size class of commercial foresT land l953-I963

1263 1253 (l,000 acres)

SawTimberl 23.8 I9.4 i+3,l85

PoleTimber 35.3 33.l +l,080

Seedling and sapling 27.3 32.I -4,928

NonsTocked areas (I3.6 l5.4 -l,890

l00.0 l00.0 -2,553

These daTa indicaTe ThaT The area supporTing sawTimber sTands in-

creased from 20 percenT To 24 percenT of ToTal commercial foresT

land during The period l953-I963. This resuITed from an increase of

3,|85,000 acreas of sawTimber sTands.

Whereas The Timber resource has improved in many respecTs in

recenT years, The average size and qualiTy of sawTimber Trees have

 

ISawTimber sTands are defined as sTands ThaT are aT leasT l0

percenT sTocked, wiTh half or more of The sTocking as sawTimber or

poleTimber Trees, and wiTh sawTimber sTocking aT leasT equal To

poleTimber sTocking. OTher definiTions are also given by The U. S.

ForesT Service (93).
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declined. The decline in sawTimber size is shown in The following

TabulaTion based on daTa reporTed for Two areas defined by The U. S.

ForesT Service as The Lake STaTes and The CenTral STaTes (9i, 93).|

PercenTage of sawTimber volume

Region and year in Trees I5" DBH or larger
 

 

Hardwoods SofTwoods ToTal

 

Lake STaTes

l953 43.9 3|.8 40.4

I963 40.9 3|.7 38.I

CenTral STaTes

l953 62.6 32.2 6|.4

I963 60.2 25.3 58.6

BoTh regions

l953 56.8 3|.8 53.5

I963 54.0 30.5 50.5

AlThough The regions are noT defined The same in l953 as in I963 and

do noT correspond exachy To The region being sTudied, The Trends

indicaTed are probably represenTaTive of The NorTh CenTral Region.

The above figures indicaTe ThaT The proporTion of sawTimber volume,

for boTh hardwoods and sofTwoods, in Trees I5 inches DBH and larger

has declined since l953. Since large Trees yield lumber of higher

average qualiTy Than small Trees, we would expecT ThaT The decline

in sawTimber size has been accompanied by a decline in sawTimber

qualiTy.

The Trend in sawTimber qualiTy for hardwoods as a group is in-

dicaTed in The following daTa reporTed by The U. S. ForesT Service

 

IFor The year l953, Lake STaTes include Michigan, Wisconsin,

and MinnesoTa; CenTral STaTes include Illinois, Indiana, Iowa, Ken-

Tucky, Missouri, and Ohio. For The year l963, Lake STaTes include

Michigan, Wisconsin, MinnesoTa, and NorTh and SouTh DakoTa; CenTral

STaTes include The same sTaTes as in I953 plus Kansas and Nebraska.
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(9|, 93) for The same Two regions menTioned above:

 
 

 

QualiTy class and year PercenTage of hardwood sawTimber volume

Lake CenTral BoTh regions

STaTes STaTes combined

Grade No. |

l953 l3 7 9

I963 I2 6 8

Grade No. 2

I953 27 ll I7

l963 23 l0 l4

Grade No. 3

I953 60 82 74

I963 65 84 78

The TabulaTed daTa indicaTe ThaT The proporTion of hardwood

sawTimber volume in Grade No. I and Grade No. 2 logs decreased from

abouT 26 percenT in I953 To some 22 percenT in I963. Grade No. l

logs yield abouT 65 To 80 percenT No. | Common and BeTTer grades of

lumber and Grade No. 2 logs yield abouT 40 To 64 percenT No. I Com-

mon and BeTTer. The volume of The lowesT log grade, Grade No. 3,

increased from abouT 74 percenT To abouT 78 percenT of ToTal volume.

Grade No. 3 logs yield only abouT l3 To 36 percenT No. l Common and

BeTTer lumber and include logs which are noT suiTable for sTandard

lumber buT which can be used for Ties and Timbers.

Using These percenTage relaTionships and The reporTed volumes

of hardwood sawTimber in The NorTh CenTral Region, iT is esTimaTed

ThaT The volume of hardwood sawTimber in Grade No. I and Grade No. 2

logs decreased by abouT 5 percenT and 25 percenT, respecTively,

while The volume in Grade No. 3 logs increased abouT ll percenT from

I953 To I963. Clearly, The Timber resource base for firms demanding

high-qualiTy hardwood sawlogs has worsened in The pasT l0 years.
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Similar daTa on qualiTy of sofTwood sawTimber are noT reporTed

by The ForesT Service. However, since The average size of sofTwood

sawTimber has decreased in The pasT l0 years, iT is reasonable To

assume ThaT qualiTy has also declined.l

In summary, The foresT-ownership sTrucTure in The NorTh CenTral

Region is highly aTomisTic, There being some one million owners wiTh

less Than 500 acres apiece conTrolling over half of The commercial

foresT acreage and sawTimber volume. Hardwoods predominaTe in Terms

of acreage and volume. AlThough sawTimber volumes of mosT of The

more-valuable species have increased in boTh absoluTe and relaTive

Terms since l953, presenT growTh-drain relaTionships suggesT ThaT

some of These species may noT hold Their own in The near fuTure.

While sawTimber volume per acre has increased, average size and

qualiTy of sawTimber Trees have decreased since l953.

Trends in Lumber MarkeTs and Lumber ConsumpTion
 

MosT of The lumber produced in The NorTh CenTral Region is con-

sumed wiThin The region. Since The early parT of This cenTury The

NorTh CenTral Region has imporTed a major porTion of iTs lumber re-

quiremenTs, especially iTs requiremenTs for sofTwood lumber. The

majoriTy of The imporTed lumber comes from The WesT; a considerable

amounT is imporTed from The SouTh; and The remainder comes from Canada,

The NorTheasT and an insignificanT volume from oTher counTries.

 

ICauTion should be used in inTerpreTing Trends in sawTimber

qualiTy which are based primarily on changes in sawTimber sizes. IT

is possible for over-all qualiTy To decrease as a resulT of a decrease

in average Tree size, and, aT The same Time, average qualiTy for each

Tree size class To increase.
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While 90 percenT or more of The region's sofTwood lumber requiremenTs

are imporTed, if is esTimaTed ThaT producTion and consumpTion of hard-

wood Iumber wiThin The region are approximaTely equal. There may

even be an exporT surplus of hardwood lumber, buT The daTa To supporT

This supposiTion are poor.

Lumber consumpTion in The NorTh CenTral Region has declined sig-

nificanle since I928 while naTional consumpTion has remained abouT

The same (8|, 88). Regional consumpTion and regional consumpTion as

a percenTage of naTional consumpTion i1l940 and I928 are given in The

following TabulaTion (88, 89). Regional consumpTion daTa for I940

are The laTesT available.

I940 I928

Hardwoods:

Lumber consumpTion, million bd.fT. l,264 2,883

PercenTage of U.S. consumpTion 3i 44

SofTwoods:

Lumber consumpTion, million bd.fT. 5,736 7,579

PercenTage of U.S. consumpTion 23 26

All species:

Lumber consumpTion, million bd. fT. 7,000 l0,462

PercenTage of U.S. consumpTion 24 30

IT is evidenT from The above daTa ThaT regional consumpTion of

boTh hardwood and sofTwood lumber declined subsTanTiaIly from I928

To I940. AlThough naTional consumpTion declined during The same

period, regional consumpTion declined relaTively more so ThaT The

region's share of naTional consumpTion of boTh species groups also

decreased.

Lumber used in manufacTure wiThin The region decreased by abouT

I.5 billion board feeT during The I928-I940 period. A major share of

The decrease, some 800 million board feeT, occurred in The manufacTure
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of moTor vehicles and railroad cars (87, 90). A decrease in lumber

used in residenTial and nonresidenTial consTrucTion, amounTing To

abouT 2 billion board feeT, was, however, The major facTor conTrib—

uTing To The decline in regional lumber consumpTion.

UnforTunaTely There are few daTa available for esTimaTing re-

gional consumpTion afTer I940. IT is possible, however, To obTain

an approximaTe esTimaTe of apparenT consumpTion. ApparenT consump-

Tion, from here on referred To simply as consumpTion, is defined as:

regional producTion, plus imporTs, minus exporTs and changes in The

level of lumber invenTories.

Table 6 presenTs average annual shipmenTs of lumber, by rail,

beTween The NorTh CenTral Region and Three oTher regions of The

UniTed STaTes for Two Time periods: I948—49 and I960-6|. The

esTimaTes are based upon originaTions and TerminaTions of railroad

waybills and may overesTimaTe boTh imporTs and exporTs by rail. The

esTimaTes for The period l948-49 represenT nearly all of The lumber

shipped beTween The NorTh CenTral Region and The Three oTher U.S.

regions. Also, imporTs by rail from The WesT represenT nearly all

lumber imporTed from ThaT region during boTh Time periods, because

The disTances involved are Too greaT for Truck hauling, and be-

cause waTerborne shipmenTs from The WesT CoasT To The NorTh CenTral

Region were insignificanT during boTh Time periods (84, 85). Long-

disTance Trucking from The SouTh was uncommon during I948-49. How-

ever, Row (6|) reporTs ThaT in laTer years abouT 80 percenT of

souThern lumber producTion was shipped by Truck for disTances up To

400 miles or more. This and oTher indicaTions of changes in long—

haul Trucking suggesT ThaT imporTs from The SouTh by Truck exceeded
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Table 6. lmporTs and exporTs of lumbera by rail beTween The

NorTh CenTral Region and oTher regions of The

UniTed STaTes, I948-49 and I960-6|

 

Average annual shipmenTs

  

:i?;?: g: Average annual shipmenTs from The

desTinaTion To The NorTh CenTral RegIon NorTh CenTral RegIon

l960-6| I948-49 I960-6| l948—49

 

(Million bd. fT.)

b

WesT 3,497 3,594 40 4|

SouThC 563 2,l46 I32 :03

NorTheasTd 48 90 I20 3i

All regions 4,l08 5,830 292 I75

 

aIncludes laTh and shingles, which represenT a small porTion of

The ToTal.

bIncludes all sTaTes wesT of Texas, Oklahoma, and The NorTh Cen-

Tral Region.

CIncludes all sTaTes souTh of Pennsylvania, Maryland, and The

NorTh CenTral Region.

dIncludes all remaining sTaTes in The NorTheasT.

Source: U. S. lnTersTaTe Commerce Commission. Carload waybill

sTaTisTics. Annual reporTs. Wash., 0. C.
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rail shipmenTs during I960-6|.

IT is evidenT from Table 6 ThaT lumber imporTs far exceeded

exporTs from The NorTh CenTral Region during boTh I948-49 and I960-

6I. lmporTs from The WesT decreased sligthy during The ll year

period. Yearly lumber imporTs by rail from The SouTh decreased

sharply by some l,583 million board feeT. There is reason To be-

lieve ThaT The decline in rail shipmenTs from The SouTh was approx-

imaTely offseT by Truck shipmenTs. If we assume ThaT The same pro-

porTion of souThern producTion was shipped To The sTudy region in

l960-6| as in I948-49, Then we would esTimaTe annual imporTs from

The SouTh during l960-6| aT l,930 million board feeT. Annual im-

porTs from The SouTh are Therefore esTimaTed To have been abouT I0

percenT less in l960-6| as in I948-49.

LeT us now consider lumber imporTs and exporTs beTween The

sTudy region and foreign counTries. MosT of The lumber imporTed by

The UniTed STaTes comes from Canada, and much is TransporTed by

rail. DaTa are noT available for regional imporTs and exporTs by

rail, buT The volume of waTerborne Trade can be esTimaTed from re-

porTs by The Corps of Engineers (84, 85). Based on These reporTs,

iT is esTimaTed ThaT waTerborne Trade in lumber beTween The sTudy

region and foreign counTries, including Canada, is very small.

This poinT is illusTraTed by The following TabulaTion which presenTs

esTimaTes of The volume of waTerborne Trade in lumber beTween The

NorTh CenTral Region and foreign counTries:

'l962 I948

(M bd.fT.)

lmporTs I,l50 60

ExporTs 945 IS

NeT imporTs 205 45
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NeT imporTs of lumber by rail and Truck inTo The sTudy region

from Canada can be esTimaTed approximaTer by allocaTing naTional

neT imporTs by rail and Truck from Canada on The basis of The sTudy

region's share of naTional consumpTion in I940.I These neT imporTs

are esTimaTed as averaging 304 and 692 million board feeT in I948-49

and l960-6|, respecTively.

The above esTimaTes of neT imporTs and regional producTion

daTa for The Two Time periods I948—49 and l960-6| are presenTed in

Table 7. EsTimaTes of average annual lumber consumpTion are also

shown. ConsumpTion is defined here as a residual equal To produc-

Tion plus neT imporTs (imporTs minus exporTs). Lumber invenTories

aT The beginning and end of each Two-year period are assumed To

be equal.

AlThough The esTimaTes of neT imporTs and exporTs, especially

imporTs from The SouTh and Canada, are of quesTionabIe accuracy, The

Trends shown in Table 7 are reasonable judging from pasT Trends in

regional and naTional lumber consumpTion. NaTional lumber consumpTion

 

IThe esTimaTes were derived as follows: NeT annual lumber im—

porTs by The UniTed STaTes from Canada averaged l,466 and 3,626 mil-

lion board feeT during I948-49 and I960-6|, respecTively (2i). By

subTracTing waTerborne imporTs from BriTish Columbia (53), amounTing

To an average of 200 and 744 million board feeT during I948—49 and

l960-6|, respecTively, average annual lumber imporTs by rail and

Truck from Canada were esTimaTed as l,266 and 2,882 million board

feeT for I948-49 and l960-6|, respecTively. lmporTs were Then allo—

caTed To The sTudy region according To The region's share (24 percenT)

of naTional lumber consumpTion in I940. The region's share of

naTional populaTion was noT ThoughT To be a good basis for allocaTion

because daTa for I928 and I940 indicaTed a poor correlaTion beTween

The region's share of populaTion and iTs share of lumber consumpTion.
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Table 7. EsTimaTed average annual producTion, neT imporTs,

and consumpTion of lumber in The NorTh CenTral

Region, I948-49 and I960-6|

l960-l96l I948-I949

(Million bd. fT.)

ProducTion l,508 I.433a

NeT imporTs from:

WesT 3,457 3,553

SouTh l,798 2,043

NorTheasT -72 59

ToTal U. S. 5,|83 5,655

Foreign (waTerborne) b b

Canada (rail and Truck) 692 304

ToTal neT imporTs 5,875 5,959

ConsumpTion 7,383 7,392

 

aBased upon I949 daTa only; I948 daTa are unavailable.

bLess Than 500 Thousand board feeT.

Source: For sources of daTa, meThod of derivaTion and defini-

Tions used, see Table 6 and pp. 54-57.
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increased only slighTIy from an average of 35.4 billion board feeT

in I948-49 To 35.8 billion board feeT in l960-6| (2|). The slighT

decrease esTimaTed for regional consumpTion and in The region's share

of naTional consumpTion during This period is quiTe reasonable. For

insTance, The region's share of naTional lumber consumpTion declined

from 30 percenT in I928 To 24 percenT in I940 (88, 89). From Table 7

if is esTimaTed ThaT iTs share declined furTher To 20.9 percenT in

I948-49 and To 20.6 percenT in l960—6|.

The decrease in neT imporTs of lumber from The WesT and SouTh

and The increase in neT imporTs from Canada also seem reasonable.

NaTional imporTs from Canada increased from an average of l,7l6 mil-

lion board feeT in I948-49 To an average of 4,094 in l960-6|. This

amounTs To an increase of 238 percenT as compared To The esTimaTed

increase of 228 percenT for The sTudy region. The increased compeTi-

Tion from Canada probably affecTed imporTs from The WesT and The

SouTh. Growing markeTs for lumber in boTh The WesT and The SouTh also

probably Tended To reduce shipmenTs from These Two regions To The

NorTh CenTral Region.

The above Trends in aggregaTe lumber consumpTion musT be

examined in greaTer deTail in order To appreciaTe Their significance

To The sawmilling indusTry in The NorTh CenTral Region. Since hard-

woods represenT more Than 80 percenT of all lumber produced in The

sTudy region, buT less Than 20 percenT of regional lumber consump-

Tion, iT is difficuIT To deTermine how changes in aggregaTe regional

lumber consumpTion affecT The indusTry. Of The sawmill firms sam-

pled in This sTudy, abouT 85 percenT produced predominanle hardwood

lumber and producTs made Thereof. The major producTs and The
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percenTage of ToTal producTion represenTed by each in l960 was:

PercenT

PalleTs, craTes, boxes, and dunnage 38

Hardwood grade l7

Hardwood consTrucTion lumber I2

Railroad Ties l2

Hardwood flooring sTock 6

SofTwood lumber 8

OTher lumber __Z

l00

The TabulaTion reveals ThaT more Than half of The lumber produced

by sampled sawmills was sold for use in The manufacTure of wood

producTs, as opposed To non-manufacTuring uses. Because of The

dearTh of daTa, iT will be possible To examine consumpTion rela-

Tionships for only a few of The major producTs produced in The

sTudy region.

Table 8 presenTs The volume of lumber used in manufacTure

wiThin The sTudy region during The period I928-I948. The producTs

lisTed represenT The major uses of lumber produced in The sTudy re-

gion, and all excepT millwork use predominanle hardwood lumber.

From Table 8 we see ThaT The manufacTure of conTainers domin—

aTed The manufacTuring uses of lumber over The 20-year period.

Millwork producTion mainTained iTs posiTion as The second largesT

use of lumber among The manufacTuring uses. The amounT of lumber

used in The manufacTure of furniTure decreased by I5 percenT from

I928 To I948, buT The relaTive sTanding of This use remained aT

abouT l2 percenT of The ToTal lumber used in manufacTure wiThin The

region. The use of lumber in The consTrucTion of railroad cars and

moTor vehicles decreased by 65 percenT and 85 percenT, respecTively.
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Table 8. Lumber used in manufacTure in The NorTh

CenTral Region, selecTed years I928-I948

 

ProducT I948 I940 I928

 

(Million bd. fT.)

 

ConTainers (excepT cooperage) l,l76 l,l66 l,057

FurniTure (excluding fixTures) 440 359 520

Flooring I56 I68 a

Railroad cars I64 2I0 466

MoTor vehicles 76 60 607

PalleTs 77 a a

Millwork 690 550 869

OTher producTs 756 500 958

ToTal 3,535 3,0l3 4,477

 

8NOT available separaTely; included wiTh "OTher producTs."

Source: U. S. ForesT Service. Lumber used in manufacTure. For

years I928, I940, and I948. Wash., D. C.
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The use of wood palleTs for The mechanized handling of commodiTies

came inTo prominence during The early l940's. By I948 The manufacTure

of palleTs was The sixTh largesT manufacTuring use of lumber in The

sTudy region.

In The absence of regional consumpTion daTa afTer I948, Table 9

indicaTes regional Trends since I947 in The number of firms and

volume of shipmenTs of Three imporTanT lumber-using indusTries. The

Table indicaTes ThaT The number of firms and The deflaTed value of

wood furniTure shipmenTs remained abouT The same from I947 To I958.

This SUggesTs ThaT perhaps liTTle change occurred in aggregaTe con-

sumpTion of lumber used hIThe manufacTure of wood furniTure wiThin

The region. Regarding millwork, boTh The number of manufacTuring

esTablishmenTs and The deflaTed value of shipmenTs increased during

The period I947-I958. IT appears ThaT The consumpTion of lumber in

The manufacTure of millwork has increased sligthy or has aT leasT

remained aT abouT The I947 level. On The oTher hand, The indicaTed

decline by 50 percenT in The value of shipmenTs of wooden boxes and

shook suggesTs ThaT regional lumber consumpTion in The manufacTure

of boxes and box shook has declined since I947.

DaTa reporTed for I960 on naTional lumber consumpTion show a

decline of over 50 percenT since I948 in lumber used in The manu-

facTure of moTor vehicles (92). A similar decline undoubTedly oc-

curred wiThin The sTudy region. NaTional lumber consumpTion in The

manufacTure of flooring increased by only 4 percenT from I948 To

l960. LiTTle change is likely To have occurred in The amounT of

lumber used in flooring manufacTure wiThin The sTudy region.

NaTionally, The greaTesT change in The volume of lumber used in
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Table 9. Number of esTablishmenTs and value of shipmenTs for Three

imporTanT lumber-using indusTries, I947-I958

 

lndusTry I958 I954 I947

 

Wood furniTurea

Number of esTablishmenTs l,005 l,007 954

DeflaTed value of shipmenTs

($I,000)b 422,36l 42l,470 45l,9l0

Millwork

Number of esTablishmenTs 76l 877 574

DeflaTed value of ship-

menTs ($l,000)C 259,7l9 242,325 I79,886

Wooden boxes and shookd

Number of esTablishmenTs 230 246 306

Value of shipmenTs ($l,000) 42,255 77,75l 89,l59

 

aIncludes wood household furniTure, upholsTered and noT up-

holsTered, and wood office furniTure, old SIC 25ll, 25l2; 252i.

bDeflaTed by wholesale price index of household furniTure.

CDeflaTed by wholesale price index of kiTchen cabineTs.

dIncludes nailed and lock-corner wooden boxes and shook, old

SIC 2444 and new SIC 244i.

Source: Years I947 and I954: U. 3. Bureau of Census. I957.

U. 8. Census of ManufacTures: I954, Vol. II, ParT I. Year I958:

U. S. Bureau of Census. l96l. U. S. Census of ManufacTures: I958.

Vol. II, ParT l.
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manufacTuring occurred in The manufacTure of palleTs. The increase

amounTed To abouT l.3 billion board feeT. AbouT 20 percenT of The

lumber produced by sampled sawmill firms in l960 was eiTher sold as

palleT maTerial or used by The firms Themselves in The manufacTure

of palleTs. Assuming ThaT The region accounTed for The same propor-

Tion of naTional consumpTion in I960 as in I948, iT is esTimaTed

ThaT regional lumber consumpTion in The manufacTure of palleTs in-

creased from 77 million board feeT in I948 To abouT 540 million

board feeT in I960.

To summarize, abouT 80 percenT of The lumber consumed wiThin

The NorTh CenTral Region is imporTed from oTher regions of The

UniTed STaTes and from Canada. Some 90 percenT of The sTudy region's

consumpTion of sofTwood lumber is imporTed. In conTrasT, half or

more of iTs hardwood consumpTion is produced wiThin The region.

Only a small proporTion of regional lumber producTion is shipped

ouTside The region.

ToTal lumber consumpTion wiThin The sTudy region declined

from l0.5 billion board feeT in I928 To 7.0 billion board feeT in

I940. IT is esTimaTed ThaT regional lumber consumpTion since I940

has remained aT abouT The I940 level. SomewhaT more Than half of

The lumber produced in The region is used in The manufacTure of wood

producTs; mosT of The remainder is used in The consTrucTion indus-

Try. The manufacTure of palleTs, wooden conTainers, and furniTure

are The major manufacTuring uses of lumber produced in The sTudy

region. The amounT of lumber consumed in The manufacTure of palleTs

wiThin The region has increased Tremendously since I948, while The

amounT consumed by The oTher Two major uses has declined or remained
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abouT The same. There are insufficienT daTa available To analyze

The supply—demand relaTionships underlying The observed consumpTion

Trends.



CHAPTER 4

THE STRUCTURE OF THE SAWLOG AND

SAWMILL-PRODUCTS MARKETS

The compeTiTive behavior of sawlog producers and sawmill firms

and The resulTs of Their acTiviTies are deTermined To a large ex-

TenT by The economic environmenT, or markeT sTrucTure, wiThin which

They operaTe. This chapTer describes The Technological and organ-

izaTional characTerisTics of The markeTs for sawlog maTerial and

sawmill producTs ThaT sTraTegically influence The naTure of compeTi-

Tion wiThin These markeTs.

Number and Size of Sawmills
 

Sawmill firms in The NorTh CenTral Region are, wiTh few ex-

cepTions, small, localized enTerprises, are usually owned by

individual proprieTors, and usually consisT of only one sawmill per

finn. On The basis of daTa published by The Bureau of The Census

(79, 80), iT is esTimaTed ThaT There were 9,035 acTive sawmills in

The region in I958. Of The ToTal, l27 mills, less Than 2 percenT,

employed 20 or more workers, and only 7 mills hired l00 or more

employees apiece.

The characTerisTically small size of sawmills in The region is

furTher illusTraTed by The average oquuT and employmenT of The

sampled sawmills. The mean I960 oquuT for The 424 sampled sawmills

was 857 Thousand board feeT per mill. Due To The disproporTionaTely

66
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small sample of small-scale mills (Those ThaT produced less Than 500

Thousand board feeT in I960), The True mean annual oquuT per mill,

for The enTire populaTion of mills in The region, was probably con—

siderably less Than 857 Thousand board feeT. The size disTribuTion

of The IOO percenT sample of large-scale sawmills (Those ThaT pro-

duced 500 Thousand board feeT or more in I960) is as follows:

 
 

 

ToTaigproducTion, l960 Sampled sawmills

(Thousand bd.fT.) Number PercenT

500 - 999 87 39.l

l,000 - l,499 62 27.9

l,500 - l,999 32 l4.4

2,000 - 2,999 27 l2.2

3,000 - 3,999 II 5.0

4,000 - 9,999 -- --

l0,000 or more __3_ I.4

ToTal 222 l00.0

All buT Three large-scale sawmills produced less Than 4 mil-

lion board feeT in l960. All Three of The largesT mills were locaTed

in Wisconsin and each produced more Than IO million board feeT; The

largesT mill sawed l4.4 million board feeT in I960. The range in in-

dividual sawmill oquuT is similar To ThaTior cooperage mills in The

region. However, The average pulpmill in The region consumes abouT

40 Times as much wood volume annually as The average sawmill. Saw-

mills in The region are also much smaller Than Those on The WesT

CoasT. For insTance, only Three sampled mills produced more Than l0

million board feeT annually as compared wiTh California where abouT

55 percenT of all sawmills produce more Than l0 million board feeT

annually and accounT for over 90 percenT of ToTal producTion in ThaT

sTaTe (I04).
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The number of employees hired per mill is anoTher measure of The

relaTive size and size disTribuTion of The sawmills in The region.

MosT large-scale mills employ from I To l9 full-Time employees, where-

as nearly all small-scale mills employ fewer Than I0 full-Time work-

ers. Of The sawmills sampled, 83 percenT of The large-scale mills

employed fewer Than 20 full-Time employees,I and 97 percenT of The

small-scale sawmills hired fewer Than l0 full-Time employees (Table I0).

Many small-scale mills hire no full-Time employees, and eiTher The

proprieTor does all The work himself or he hires workers on a parT-

Time basis. AbouT half of The sampled sawmills hired some parT-Time

workers in l960 (Table l0). MosT parT-Time workers are hired during_

The summer for unskilled Tasks such as The sorTing and sTacking of

lumber.

The number of workers employed by a sawmill depends noT only

upon The volume of lumber produced, buT also upon The kinds of

producTs produced and The exTenT To which They are manufacTured be-

yond The iniTial, rough-lumber sTage. Sawmills which produce eiTher

a highly manufacTured producT or a producT which requires a greaT

number of cuTs and sorTs in order To obTain high qualiTy, generally

employ more workers per mill Than oTher sawmills of similar size.

Table II presenTs employmenT figures for The producT groups To which

The sample mills belong. Sawmills ThaT produced predominanle hard-

wood grade, or palleTs, boxes, and craTes, or "oTher" manufacTured

 

lIncludes persons direchy employed by sawmills, wheTher working

aT The mill or in The woods. A full-Time employee is defined as one

who normally works a full shifT each day ThroughouT The enTire period

of operaTion, which is The full year for mills operaTing year-round

and parT of a year for parT-Time mills.
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Table l0. PercenTage disTribuTion of sampled sawmills, classified

by number of full-Time and parT-Time workers employed

by each mill,

Small-scale mills Large-scale mills

Number of (IOO-500 M bd.fT.) (500 M bd.fT. or more)

emp'oyees Full-Time ParT-Time Full-Time ParT-Time

employees employees employees employees

0 2l.l 42.0 3.8 56.6

I - 4 60.5 47.6 l7.9 23.l

5 - 9 l5.6 7.8 33.5 9.9

l0 - I9 0.6 2.l 27.8 6.6

20 - 49 l.I 0.5 l2.3 2.4

50 - 99 l.I -- 2.4 I.4

l00 - 249 -- -- I.4 --

250 - 300 -- -- 0.9 --

ToTal |00.0 l00.0 l00.0 l00.0
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Table II. Mean number of full-Time and parT-Time employees of

sampled sawmills by producT group, l960

 

 

 

ProducT groupa Full-Time ParT-Time

. employees employees

ManufacTured producTs

excepT palleTs, boxes,

and craTes 33.4 3.8

PalleTs, boxes, and

craTes l7.7 3.8

Hardwood grade l2.9 3.6

SofTwood lumber 5.2 2.6

Railroad Ties 5.0 0.9

Flooring sTock 3.9 l.0

.Low-grade

hardwood lumber 3.8 l.3

PalleT maTerial and

craTing 3.6 I.7

Unclassified 2|.8 4.3

ToTal 9.4 2.5

 

8See Appendix C, Table | for descripTion of producT groups.
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producTs, hired from Two To five Times more employees per mill Than

sawmills which produced producTs ThaT required less care and handling

or less manufacTuring.

The above producTion and employmenT figures illusTraTe The

7 generally small size of mosT sawmill esTablishmenTs. Since some firms

own more Than one sawmill, The degree of indusTry concenTraTion is

sligthy greaTer Than indicaTed by The above informaTion. However,

only l5 percenT of The sampled sawmill firms own more Than one mill

and less Than 5 percenT own more Than Two mills. A sligthy higher

proporTion, 2| percenT, of The large-scale sawmill firms own more

Than one mill. In addiTion, a few large firms conTracT one or more

sawmills To produce lumber aT a specified price per Thousand board

feeT. NeverTheless, The indusTry, for The mosT parT, consisTs of a

large number of small sawmill firms ThaT generally own only one mill

apiece.

In addiTion To The large number and small size_of mills,

anoTher indicaTion of The low degree of indusTry concenTraTion is The

proporTion of ToTal sawmill oquuT accounTed for by The largesT firms.

Of The esTimaTed ToTal sawmill oquuT in l960 in The sTudy areas, The

7 geographical areas acTually covered by The sawmill survey, The four

largesT firms produced abouT 7 percenT, The eighT largesT firms pro-

duced approximaTely l0 percenT, and The 20 largesT accounTed for

abouT l6 percenT of ToTal producTion. Since nearly all of The

largesT firms in The region are locaTed in The areas covered by The

survey, iT is safe To say ThaT The concenTraTion raTios for The re-

gion as a whole are considerably less Than The esTimaTes for The

surveyed areas. By way of comparison, in The Three Pacific CoasT
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sTaTes, The four, eighT, and TwenTy largesT firms accounTed for I5.2

percenT, 20.4 percenT, and 29.0 percenT, respecTively, of The ToTal

lumber producTion in I960 (43). The degree of concenTraTion of The

sawmilling indusTry in The sTudy areas is approximaTely The same as

ThaT in The lumber indusTry in The naTion as a whole. The laTTer is

reporTed by Zaremba (I02) as being The leasT concenTraTed of all buT

I2 U.S. indusTries. IT is amply clear ThaT The manufacTuring secTor

of The lumber indusTry in The NorTh CenTral Region has an aTomisTic

sTrucTure, wiTh The largesT firms accounTing for only a small pro-

porTion of ToTal regional producTion.

Number and Size of Producer OperaTions
 

The Typical producer operaTion is owned and managed by one

person; iT usually consisTs of only one Truck, a TracTor for skid-

ding and loading, one or Two chain saws, and usually noT more Than

one employee. MosT sawlog producers handle oTher Types of wood

producTs and a majoriTy of Them engage in oTher occupaTions, Typi-

cally farming.

There are no published sTaTisTics on The number and size dis-

TribuTion of sawlog producers. However, some rough esTimaTes can be

made from The sample daTa. These daTa show ThaT sampled producers

sell To an average of Two sawmills apiece and ThaT The small-scale

and large-scale mills buy sawlogs from an average of 5 and I9 pro-

ducers apiece, respecTively. The raTio of The average number of

producers selling To each sawmill divided by The average number of

sawmills sold To by producers is an esTimaTe of The relaTionship

beTween The ToTal number of sawlog producers and sawmills. Since
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abouT 95 percenT of all sawmills are small-scale mills, iT seems

reasonable ThaT The ToTal number of sawlog producers in The region

is from Two To Three Times greaTer Than The ToTal number of saw-

mills, ThaT is, beTween 20,000 and 30,000 producers. IT should be

noTed ThaT This esTimaTe of The ToTal number of sawlog producers

includes all producers who handle any amounT of sawlogs, regardless

of wheTher or noT sawlogs make up a major porTion of Their producer

operaTions.

The range in annual sawlog producTion for The random sample

of sawlog producers is as follows:

  

 

ToTal sawlog producTion, l960 Sampled prodUcers

(Thousand bd.fT. lnT. l/4") Number PercenT

l - 49 l4l 4|.3

50 - I49 I04 . 30.5

I50 - 499 76 22.3

500 or more _351 5.9 .

ToTal 34l ,|oo,o

A number of producers handled only one or Two loads whereas The

largesT producer sold l,220 Thousand board feeT in l960. Only

6 percenT of The sampled producers handled more Than 500 Thousand

board feeT of sawlogs, an amounT which mighT be considered The mini-

mum for a profiTable, full-Time operaTion. Of Those who produced

less Than 500 Thousand board feeT of sawlogs in I960, 70 percenT

produced oTher foresT producTs. Many of The remaining 30 percenT,

like The majoriTy of sawiog producers, had oTher sources of income.

On The average, sampled sawlog producers sold l3l Thousand board

feeT of sawlogs in I960, 86 Thousand board feeT of pulpwood, 20 Thou-

sand board feeT of veneer logs, an equivalenT of IO Thousand board
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feeT of fuel wood, cooperage boiTs, and oTher producTs, and 36 posTs,

poles, or piles.

The small scale of mosT producer operaTions is furTher illus-

TraTed by The facT ThaT nearly Two-Thirds of The sampled producers

hire no full-Time employees and only abouT one-fifTh of Them hire

more Than one full-Time worker. (The mean number and range in num-

ber of employees are given in Table l2.) Sawlog producers generally

hire more parT-Time employees Than full-Time employees. However,

abouT half of The sampled producers hire no parT-Time personnel

and less Than one-fourTh hire more Than one parT-Time employee.

AbouT 60 percenT of The full-Time employees and abouT 25 percenT

of The parT-Time employees are members of The producers' families.

Number and Types of Buyers of Sawmill ProducTs
 

There are Thousands of buyers of sawmill producTs locaTed in

The sTudy region. Figure 3 shows The number of ouTleTs for sawmill

producTs represenTed by reTailers, wholesalers, commission agenTs,

and manufacTurers of various lumber-based producTs. These Types of

buyers ToTal abouT l2,300, and since some buyers represenT more Than

one Type of ouTleT, a ToTal of l3,770 ouTleTs are represenTed in

Figure 3. ReTail ouTleTs, numbering some 8,220, accounT for nearly

60 percenT of The ToTal. OTher large groups include: lumber

wholesalers, manufacTurers of kiTchen and oTher cabineTs, millwork

producers, and manufacTurers of furniTure and furniTure parTs. In

addiTion To The ouTleTs presenTed in Figure 3, There are hundreds of

indusTrial users, firms ThaT use lumber for shipping and packing buT

do noT manufacTure lumber-based producTs, hundreds of home builders,
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Table l2. Mean number and range in number of full-Time and parT-

Time employees of sampled producers, by size class of

producer, l960

 

  

 

Size class Full-Time employees ParT-Time employees

Mean Range Mean Range

(M bd.fT.)

l - 49 0.4 0-4 0.7 0-4

50 - I49 0.7 0-6 l.3 O-IO

I50 - 499 0.9 0-5 I.8 0—40

500 or more I.4 0-4 2.5 0-30

 

All producers 0.7 0-6 l.2 0-40
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of lumber

ReTallers, wholesalers, or 420

cam. agenTs of millwork _

Refallers, wholesalers,

or comm. agenTs of boxes, '4

craTes, and palleTs

Refallers, wholesalers, or

can. agenTs of flooring .lOO

ManufacTurers of furniTure 630

.n. 4...”... pa... —

ManufacTurers of kiTchen 77

and oTher cabine’rs _O

ManufacTurers of fleures 280

and office equipmenT - .

ManufacTurers of mil lwork _650

ManufacTurers of doors,

sash, windows, and screens -250

ManufacTurers of boxes, _285

shook, and craTes

ManufacTurers of g

palleTs and skids -|6J

ManufacTurers of l'36

hardwood flooring

ManufacTurers of oTher 750

lumber-based producTs —

I I I I

0 300 600 900

Number of ouTleTs

Figure 3. Number of commercial sales ouTleTs for sawmill prod-

ucTs in The NorTh CenTral Region, by Type of ouTleT, I964. (Source:

Lunbermen's CrediT Associafion, Inc. I964. The Iumbermen's naTional

red book service reference book, May, I964. Chicago.)
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and Thousands of noncommercial final consumers.

MosT Types of ouTleTs are locaTed in each of The nine sTaTes

of The region. However, There are a greaTer number of ouTleTs in

Illinois, Michigan, Ohio and Indiana, whereas Kansas and Iowa have

The leasT number. Illinois, in parTicular The Chicago area, has

The highesT concenTraTion of buyers of sawmill producTs of any area

in The MidwesT. AbouT one-Third of The manufacTuring and wholesale

ouTleTs, and nearly one-fifTh of The reTail ouTleTs in The sTudy

region are locaTed in Illinois. There are, of course, a number of

buyers locaTed ouTside The sTudy region ThaT make up parT of The

markeTs for The region's oquuT of sawmill producTs. The inclusion

of buyers locaTed ouTside The region would noT subsTanTially alTer

The sTrucTure of The regional markeTs because noT more Than 20 per-

cenT of The region's producTion is sold ouTside The region (see

Tables 6 and 7) and because The highly aTomisTic sTrucTure of The

demand side of The naTional wholesale lumber markeT (43) makes iT

improbable ThaT any ouTside buyer conTrols a significanT share of

The regional markeTs.

The mere exisTence of a large number of buyers, however, does

noT necessarily mean ThaT sawmill firms face a highly aTomisTic

demand sTrucTure. For insTance, many of The lumber wholesalers and

commission agenTs deal exclusively wiTh wesTern mills and buy no

lumber produced in The sTudy region because iT is noT comparable To

wesTern lumber wiTh regard To species characTerisTics, qualify, and

availabiliTy in large-volume orders. Many reTailers depend enTirely

upon wholesalers and commission agenTs for Their supplies and do

noT buy direchy from sawmills. In general, manufacTurers of



78

millwork, doors, sash, windows, and screens prefer wesTern pines

over local species. On The oTher hand, manufacTurers of furniTure

and fixTures; cabineTs; boxes, shook, and craTes; palleTs and skids;

and hardwood flooring buy a larger share of Their lumber requiremenTs

from sawmills in The region. In spiTe of The large number of commer-

cial buyers in The sTudy region, mosT small-scale and large-scale

sawmill firms in The sample sold To less Than five commercial buyers

apiece in I960. The limiTed number of commercial sales accounTs held

by mosT sawmill firms is due largely To The Typically small volume of

sawmill oquuT and parle To inadequaTe informaTion abouT markeT

ouTleTs.

IT has been esTablished ThaT There is a large number of buyers

of sawmill producTs in The sTudy region. All available informaTion

indicaTes ThaT The sTrucTure of demand for sawmill producTs pro-

duced in The region is characTerized by a large number of differenT

Types of firms and a low degree of concenTraTion. However, sawmill

firms generally do business wiTh no more Than Two or Three commer-

cial buyers, alThOUgh The number of commercial buyers The average

firm has To choose from may be acTually or poTenTially much larger.

Number, Size, and Types of ForesT Landownerships
 

The Timber resource in The NorTh CenTral Region is owned by

some I.2 million foresT landowners. A deTailed descripTion of The

number and size disTribuTion of These landownerships is given in

ChapTer 3. This secTion summarizes The imporTanT characTerisTics

of The foresT landownership paTTern and invesTigaTes The relaTion-

ships beTween foresT ownership characTerisTics and sawTimber markeTing.
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All buT a few Thousand owners have less Than 500 acres of

comhercial foresT land apiece. These small privaTe ownerships ac-

counT for abouT 6| percenT of all commercial foresT acreage, and all

privaTe ownerships conTain 72 percenT of The ToTal acreage and

8l percenT of all sawTimber volume. Farmers own abouT 4| percenT of

all commercial foresT land whereas sawmill firms own only I percenT.

NaTional foresTs, which accounT for 9 percenT of all commercial

foresT land, are locaTed in each of The nine sTaTes excepT Kansas.

Again, all sTaTes excepT Kansas have sTaTe foresTs, which, as a

group, accounT for ID percenT of ToTal commercial foresT land.

AbouT 7 percenT of all commercial foresT acreage is owned by counTy

and municipal governmenTs, and abouT 2 percenT is under The conTrol

of federal agencies oTher Than The ForesT Service.

PrivaTe foresT ownerships, which conTain 8| percenT of The T0-

Tal sawTimber growing sTock, are The major sources of The sawlog

maTerial purchased by sawlog producers and sawmill operaTors. The

survey of sawlog producers revealed ThaT 83 percenT of Their sawlog

supply in l960 came from privaTe lands. Since abouT Three-fourThs

of all privaTe foresT land in The region occurs in ownerships of

less Than 500 acres, iT is reasonable To esTimaTe ThaT These small

privaTe ownerships supplied abouT half of The sawmilling indusTry's

sawlog requiremenTs. The amounT of sawTimber acquired by sampled

producers from oTher Types of ownership was approximaTely propor-

Tional To volume owned by each. For example, 9 percenT came from

naTional foresTs, and 8 percenT from sTaTe foresTs and oTher public

lands.
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Several landownership characTerisTics, especially The large

number and small size of privaTe holdings, have an imporTanT influence

on sawlog markeTing. The large number of individual sawTimber sup-

pliers makes iT necessary for sawmills and producers To spend more

Time searching for landowners wiTh sTumpage for sale Than would be

The case if The foresT resource was owned by only a few individuals.

Because The holdings are small, sTumpage buyers musT obTain Their

sawlog requiremenTs from a large number of differenT landowners, and

Thus relaTively more Time is required for The inspecTion and eval-

uaTion of TracTs, and for The negoTiaTion of sales. Logging cosTs

on small TracTs are also higher Than for similar, large TracTs be-

cause The fixed cosTs of moving To a small Timber TracT and pre-

paring logging roads are spread over a smaller volume, and also

because more economical logging meThods are suiTable for larger

TracTs.

In addiTion To The higher cosTs of search, sales negoTiaTion,

and iogging associaTed wiTh small-scale chances, The aTomisTic

foresT landownership paTTern also affecTs sawlog markeTing Through

iTs influence on The foresT managemenT moTivaTions of foresT owners

and The degree of knowledge and skill They have in The TransacTion

of Timber sales. MosT small privaTe foresT owners have so liTTle

foresT acreage and growing sTock ThaT They are unable To make more

Than one or Two sawTimber sales in a lifeTime. STudies by Farrell

(l3), Schallau (64), Yoho ei_ai, (I0l), Turner and MiTchell (77),

and SuTherland and Tubbs (72) all indicaTe ThaT mosT privaTe foresT

owners in The region make Timber sales so infrequenle ThaT They

have liTTle or no knowledge of currenT sTumpage prices and markeTing
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pracTices. This ignorance on The parT of privaTe foresT owners

douleessly enhances The bargaining posiTion of sTumpage buyers.

This advanTage which Timber buyers enjoy is offseT in parT or

wholly by The unfavorable resulTs of managemenT pracTices on small

ownerships. In conTrasT To The objecTive of high-level producTion

on a susTained yield basis, which Is followed in The managemenT of

mosT public and indusTrial foresT land in The region, The five

sTudies ciTed above found ThaT The vasT majoriTy of small privaTe

foresT owners made liTTle or no efforT To improve Timber yields.

The reasons for The lack of any consTrucTive foresT managemenT prac-

Tices on mosT small ownerships include: ignorance of how To prop-

erly manage foresT holdings and of The possible raTes of reTurn from

foresT managemenT, preoccupaTion wiTh oTher means of income, high

raTes of Time preference which discourage long-Term foresTry invesT-

menTs, and The inabiliTy of small owners To accumulaTe The capiTal

needed for foresTry invesTmenTs. As a resulT, The vasT majoriTy

of The owners of less Than 500 acres of foresT land make liTTle or

no efforT To see ThaT Their Timber is harvesTed properly, neiTher

do They aTTempT To increase The yield of Their woodloTs Through

foresT managemenT pracTices. The poor managemenT characTerisTic of

small privaTe holdings resulTs in poorly sTocked sTands which are

more cosle To harvesT and which yield a low proporTion of high-

qualiTy Timber. ShorT planning horizons, diverse managemenT objec-

Tives, and The absence of any efforT To coordinaTe independenT

cuTTing plans so as To provide a susTained, annual Timber supply in-

crease The variabiliTy of The Timber supply as well as The uncerTain-

Ty faced by producers and sawmill operaTors regarding fuTure supplies.
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’The Raw MaTerial: An ImporTanT ElemenT of MarkeT STrucTure
 

As in many oTher indusTries, such as The oil, coal, sTeeI, and

meaT packing indusTries, The sTrucTure of The sawmilling indusTry

has been influenced To a large degree by The physical characTerisTics

of iTs raw maTerial base. One need only To compare The relaTiver

concenTraTed redwood lumber indusTry of California wiTh The highly

unconcenTraTed indusTry of The NorTh CenTral Region To realize whaT

a Tremendous effecT The physical characTer of The Timber resource

has upon The organizaTion of The markeT and The naTure of compeTi-

Tion. In The Redwood Region, a single Tree ofTen conTains as much

volume as ThaT handled in a whole year by many of The small producer '

and sawmill operaTions in The sTudy region. In addiTion To The large

and fairly uniform size of The individual redwood Trees, The large,

relaTively pure sTands found in The Redwood Region have favored

large, capiTal-inTensive logging and milling operaTions. In con-

TrasT, The Timber resource of The NorTh CenTral Region is characTer-

ized by a large number of small, nonconTiguous sTands, which are

generally poorly sTocked and conTain several species and a wide

specTrum of qualiTy classes. These characTerisTics greale influence

The kind and qualiTy of producTs produced, operaTing cosTs, The op-

Timum size of producer and sawmill operaTions, and The degree of

diversificaTion of These operaTions.

The mosT obvious way in which The Timber resource affecTs The

behavior of producers and sawmill firms, and The resulTs of Their

acTiviTies is Through iTs influence on The naTure of The producTs

produced. There are 20 To 30 species or species groups of
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commercial imporTance in The sTudy region. The physical characTer-

isTics of The lumber sawn from These species, such as color, grain,

TexTure, number and size of knoTs, sTrengTh, dimensional sTabiliTy,

hardness, and nail-holding capaciTy, play a major role in deTer-

mining The use of lumber and in differenTiaTing The producTs made

from iT. In The case of some producTs, The differenTiaTion is

based primarily on The appearance of The producT, whereas sTrengTh

and oTher properTies are imporTanT characTerisTics for oTher

producTs. For example, Two Tables of idenTical size and shape, one

made of hard maple and The oTher of whiTe oak, will have a consider-

ably differenT appeal To various buyers and will command differenT

prices. WhiTe pine, which is sofTer, of smooTher TexTure and wiTh

beTTer nail-holding capaciTy Than jack pine, is generally preferred

over The laTTer for consTrucTion lumber. The degree of differen-

TiaTion resulTing from differences among species varies from

producT To producT. For insTance, whereas discerning housewives may

regard oak Tables and maple Tables as relaTively poor subsTiTuTes,

There is less difference in buyer preferences and prices paid for

warehouse palleTs made from These Two species.

The qualiTy of The raw maTerial, aside from The physical char-

acTerisTics peculiar To The differenT species, noT only deTermines

The qualiTy of The end producT, buT also influences The number and

kind of producTs produced from each species. All of The commer-

cially imporTanT Tree species in The sTudy region are used in The

manufacTure of several differenT producTs. As in The case of hard

maple, where The besT grades are sold mainly for furniTure sTock,

The medium grades as flooring sTock, and The lowesT grades for
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palleT maTerial or oTher low-priced producTs, sawiog qualiTy has an

imporTanT influence in deTermining The producT mix. DespiTe The

mulTiple uses of each species and, To a lesser degree, of each grade

class, The qualiTy and species composiTion of The Timber resource

seTs definiTe limiTaTions upon The composiTion of The finh's prod-

ucT mix and The number and naTure of The markeTing opporTuniTies

open To iT. AlThough This poinT may seem obvious, iTs significance

musT be fully comprehended in order To undersTand The producT

policies and compeTiTive behavior prevailing wiThin The indusTry.

Perhaps The mosT imporTanT influence which The Timber resource

has upon The sTrucTural characTer of The sawlog and sawmill-producTs

markeTs is iTs influence on firm size and ease of enTry inTo These

markeTs. The small sawTimber Typical of The sTudy region can be

handled by lighT TracTors and Trucks; Thus, capiTal requiremenTs for

a producer operaTion are relaTively small. NeiTher is very heavy

equipmenT needed for The sawing, edging, Trimming, and planing opera-

Tions. Some sawmill firms have no equipmenT oTher Than a headsaw,

which also doubles as an edger, and a gasoline or elecTric moTor for

power.

AnoTher facTor which favors small-scale operaTions is The

marked disconTinuiTy of The foresT cover. AparT from The segmenTed

landownership paTTern, which also encourages The proliferaTion of

producer and sawmill finns, The numerous, nonconTiguous woodloTs

Typical of much of The region preclude mosT economies of large-scale

logging operaTions and favor numerous, small logging firms. Logging

chances of less Than 5,000 board feeT are Typical in The agricul-

Tural areas. For The sample of sawlog producers, logging chances



85

averaged only l8,000 board feeT of sawiog-size maTerial in l960.

Many of The sTumpage purchases, however, conTained oTher maTerial,

alThough sawlog maTerial predominaTed in mosT cases. Beside The

facT ThaT logging chances are usually small and scaTTered, The

relaTively sparse sTocking of mosT woodloTs also favors small,

flexible logging operaTions.

As indicaTed in ChapTer 3, mosT sTands in The sTudy region con-

Tain a wide specTrum of species, Tree sizes, and qualiTy classes.

This diversiTy in The raw maTerial base favors a high degree of

diversificaTion in producer and sawmill acTiviTies. AlThough some

producers and sawmills handle only a few species and qualiTy clas-

ses, The majoriTy handle mosT of The species and grades found in

Their procuremenT areas, including producTs oTher Than sawlogs.

Nearly 70 percenT of The producers and 28 percenT of The sawmills in

The sample handled such oTher producTs as pulpwood, cooperage logs,

veneer boiTs, fuelwood, and posT, poles or piles. The heTerogeneiTy

Typical of mosT sTumpage purchases complicaTes logging operaTions,

milling and shipping operaTions, and The regulaTion of sawlog and

lumber invenTories. Producers and sawmill operaTors ofTen have To

sTockpile cerTain species and grades in order To accumulaTe suffi-

cienT volumes To aTTracT buyers who pay higher prices. FurThermore,

The small size of The Timber, relaTively low densiTies, and The

small volume Typical of mosT logging chances also conTribuTe To

higher operaTing cosTs. Higher cosTs of logging and milling resulT

because a greaTer number of small logs musT be handled per Thousand

board feeT of oquuT Than of larger logs; skidding cosTs are greaTer

in poorly sTocked sTands; more Time is required for Travel beTween
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widely scaTTered TracTs; and The conversion reTurn of lumber per l,000

board feeT of logs is less for smaller Than for larger logs.

In addiTion To The higher operaTing cosTS associaTed wiTh

greaTer diversificaTion, The heTerogeneiTy of The raw maTerial base

also leads To higher cosTs for The disseminaTion of markeT informa-

Tion. The cosTS of keeping informed abouT markeT condiTions are

naTurally higher for firms handling several species and producTs,

because grading rules and markeT ouTleTs vary considerably among

Species and also because some Species and grades are handled so in-

frequenTIy ThaT if is difficulT for producers and sawmills To main-

Tain markeT ouTleTs. The diversiTy of The Timber resource base has

yeT anoTher direcT effecT upon markeT performance. MosT logging

chances conTain only a few Thousand board feeT of highly valued Spe-

cies and grades. Consequenle, boTh producers and Sawmill operaTors

ofTen lack The experience and Special skills needed To process This

maTerial. They are also frequenle ignoranT of The poTenTial value

and of The markeT ouTleTs for These species and grades. Moreover,

The quanTiTieS are ofTen Too small To jusTify separaTe processing

and markeTing, and occasionally The equipmenT needed To converT This

maTerial inTo more valuable producTs is noT available. Consequenle,

The scarciTy and lack of concenTraTion of highly valued Species and

qualiTy classes, which is Typical of The mixed foresTs in The region,

ofTen resulTs in The use of This sawiog maTerial aT lower Than iTS

maximum poTenTial value.
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The NaTure of The ProducTion Process
 

Sawlogs and nearly all sawmill producTs are characTerisTically

bulky commodiTies wiTh a high weighT To value raTio. The cosTs in—

volved in handling These producTs and moving Them from The sTump To

Their final place of consumpTion represenT a major porTion of The

ToTal cosT of Transforming The raw maTerial inTo usable producTs.

Trucking cosTs alone may represenT from l5 To 50 percenT of The price

of sawlogs delivered aT The sawmill, depending upon The Species,

qualiTy, and oTher condiTions exiSTing wiThin The Timbershed.

The process of converTing sawlog maTerial inTo lumber and oTher

sawmill producTs involves a considerable reducTion in The weighT of

The maTerial. The reducTion in weighT resulTs from lowering The

moisTure conTenT of The wood and from discarding The unused porTions

of The log, such as The bark, edgings, and cull maTeriaI.I Signif-

icanT cosT advanTages are Therefore realized by locaTing sawmills close

To The Timber resource.

Aside from The quesTion of TransporTaTion cosTS, oTher loca-

Tional requiremenTs, such as an adequaTe source of power and a suiT-

able labor force, are fairly easily meT. A sTudy of locaTional

requiremenTs for sawmills in The NorThern Appalachians, where indus—

Try sTrucTure is similar To ThaT in The region under sTudy, indicaTed

ThaT The cosT of sawlog maTerial was Two and a half Times more

imporTanT Than TransporTaTion cosTs and six Times more imporTanT

 

IFor insTance, a cubic fooT of air-dried sugar maple or red oak

lumber weighs abouT 30 percenT less Than an equal volume of green

sawlogs (86). The ToTal weighT reducTion is greaTer Than This be-

cause a given volume of sawlogs will yield a lesser volume of lumber.
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Than labor cosTs in evaluaTing planT locaTion. OTher facTors were

of even lesser imporTance in comparison To raw maTerial cosTs (I9).

Since locaTional requiremenTs are noT very Specific, and since The

Timber resource is fairly ubiquiTous, we would expecT, as is in facT

The case, sawmill planTS To be widely dispersed ThroughouT The

foresTed areas of The region. The Typically small size of The mills

is also relaTed To The cosT advanTages of locaTing close To The

source of Timber. IT was shown in ChapTer 3 ThaT The sawTimber re-

source consisTs mainly of small Trees and fairly poorly sTocked

sTands. The small size of The Timber limiTs The cosT economies To

be gained from increasing The scale of milling operaTions. FurTher- _

more, The low densiTy of The sawTimber resource also discourages

large-scale milling operaTions because The cosTs of assembling The

raw maTerial increase rapidly as mill scale is increased, so ThaT

The processing economies associaTed wiTh increased milling capaciTy

are soon offseT by higher assembling cosTs. These condiTions en-

courage an indusTry sTrucTure consisTing of a large number of small

and widely dispersed sawmills.

The STrucTure of The indusTry and The naTure of markeT behav-

ior are influenced by anoTher characTerisTic of The manufacTuring

process. Lumber manufacTuring is essenTially a modificaTion process

whereby The raw maTerial is modified in size, shape, and conTenT, buT

The basic anaTomical characTer of The raw maTerial is nearly idenTical

To ThaT of The end producT. For example, mill-run oak lumber differs

from oak logs only in respecT To iTs shape, Size, The absence of

bark and some of The cull and knoTTy maTerial, and in iTs moisTure

conTenT and weighT. In many oTher indusTries, The raw maTerial
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undergoes more draSTic changes, ofTen involving a compleTe change in

iTs anaTomical make-up so ThaT The end producT looks noThing like

The original raw maTerial. In The pulp and paper indusTry, where

The individual wood fibers can be sorTed ouT and refined To meeT

The sTrucTural requiremenTs of The producTs produced, The physical

characTerisTics of The end producTs are noT so dependenT upon Those

of The raw maTerial. In conTrasT, The physical characTerisTics and

uses of lumber and lumber-based producTs are preTTy much predeTer-

mined by The characTer of The Timber resource. This is eSpecially

True wiTh regard To cerTain qualiTieS such as sTrengTh, dimensional

sTabiliTy, hardness, workabiliTy, and knoTTiness; whereas The appear-

ance of The producT, such as iTs color, grain, and TexTure, can

ofTen be changed, accenTuaTed, or disguised.

LocaTional FlexibiliTy
 

Sawmill and producer firms musT locaTe close To Their raw maTe-

rbl supply buT, in general, They are noT finnly Tied To any parTicu-

lar planT siTe or base of operaTions. As menTioned previously, SiTe

requiremenTs are easily fulfilled. Unskilled laborers wiTh a few

days of Training can perform all The funcTionS required in a pro-

ducer operaTion. The same is True for mosT sawmill firms, wiTh The

excepTion ThaT The head sawyer musT, in all cases, have several

monThs of experience. Sawlog producers, by The very naTure of

Their operaTions, require equipmenT which is easy To TransporT. MosT

of The sawlog producers in The sTudy region need only a place To live

as Their base of operaTion. SiTe requiremenTs are somewhaT greaTer

for sawmill firms Since, as a minimum, a fairly flaT and dry
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locaTion is needed To seT up milling equipmenT and for holding inven-

Tories of sawlogs and finished or semifinished producTs. The milling

machinery Typical of mosT sawmill operaTions in The sTudy region is

fairly lighTweighT and is powered by gasoline or elecTric moTors of

moderaTe Size. OTher facTors of producTion represenT a minor Share

of ToTal OperaTing cosTs and do noT resTricT The choice of planT

locaTion.

The degree of locaTional flexibiliTy possessed by sawmill firms

in The sTudy region is exemplified by The mills canvassed. Sligthy

over one-fourTh of The small-scale mills and abouT l4 percenT of The

large-scale mills are porTable mills in The sense ThaT The head rig

and oTher equipmenT are designed so ThaT They can be easily Trans-

porTed. The proporTion of porTable mills of The enTire regional popu-

laTion is probably close To 25 percenT. Some of The porTable mills

have all major pieces of equipmenT mounTed on wheels; in The case of

oTher mills, iT is necessary To load The milling equipmenT on Trucks

when making a move. In The Michigan sample, one of The firms has a

modern porTable mill consisTing of a self-propelled uniT upon which

is mounTed a head rig, edger, and Trimmer. While many porTable mills

move from one TracT To The nexT upon The compleTion of each sTumpage

sale, many oThers sTay in one locaTion unTil all The available Timber

wiThin an economical hauling disTance has been cuT.

The sample daTa indicaTe ThaT porTable mills are more prevalenT

among small-scale mills Than among large-scale mills. This is under-

sTandable in view of The facT ThaT iT would normally cosT more To

move a larger mill. Similarly, There are relaTively few porTable

mills among sampled firms which produce predominanle palleTs, craTes,
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or boxes, and "oTher" manufacTured producTs. These Types of firms

require relaTively more milling machinery and, Therefore, are more

cosle To relocaTe Than firms which concenTraTe on The producTion

of producTs which involve IiTTle manufacTuring beyond The rough-

lumber sTage.

The imporTance of IocaTional flexibiliTy as an elemenT of

markeT sTrucTure is fairly obvious. In The firsT place, iT facili-

TaTes enTry by producers and sawmills inTo sTumpage and sawiog mar-

keTs. MOST producers and many porTable and semiporTable sawmill

firms are able To Travel considerable disTances in moving from de-

pleTed areas inTo areas of more abundanT Timber supply. The abil-

iTy To move from one markeT area To anoTher noT only presenTs a

consTanT ThreaT of greaTer compeTiTion To sTumpage and sawlog buyers

operaTing wiThin The various local markeT areas, buT iT may also

help To alleviaTe desTrucTive compeTiTion in areas of conTracTing

Timber supply. IT is also possible, however, To Theorize ThaT a high

degree of indusTry mobiliTy favors desTrucTive cuTTing pracTices and

reduces The appeal of sound foresT managemenT programs. If a pro-

ducer or sawmill operaTor moves from one localiTy To anoTher as

supply condiTions TighTen up, he may be inclined To disregard good

harvesTing pracTices and To violaTe oTher Terms of sTumpage con-

TracTs under The philosophy ThaT he will make only one purchase in a

IifeTime from each landowner and will be ouT of The TerriTory before

The news of his deceinul behavior is spread around. In a similar

way, if would be difficulT for sawlog producers and sawmill firms To

appreciaTe The long-run advanTages of sound foresT managemenT pro-

grams if They are convinced ThaT fuTure Timber supplies can be
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obTained more economically Simply by moving from depIeTed areas To

areas of greaTer Timber abundance. WiTh due regard for objecTiviTy,

a policy of periodic relocaTion is apparenle more profiTable Than

oTher meThods of operaTion for some firms, for They would abandon

This policy if oTher alTernaTives were more IucraTive. We cannoT,

however, concern ourselves only wiTh The welfare of The mobile

producer and sawmill firm buT musT evaluaTe The significance of

locaTional flexibiliTy as iT affecTS The well-being of all markeT

parTicipanTs. This and oTher consideraTions of markeT performance

are reserved for ChapTer 8.

CondiTions of EnTry
 

The degree of indusTry concenTraTion reflecTs The number and

size disTribuTion of The exiSTing markeT rivals of a firm, while

condiTions of enTry are concerned wiTh poTenTiaI rivals. CondiTions

of enTry are said To be easy or free when poTenTial enTranTs are

able To buy or sell in a new markeT wiThouT incurring subsTanTially

higher per-uniT cosTs or lower profiTs Than firms already in The

markeT. The imporTance of enTry CondiTions is illusTraTed by The

conTrasT beTween The degree of markeT power held by firms in a highly

compeTiTive indusTry, wiTh comparaTively unimporTanT barriers To

enTry, and ThaT held by oligopolisTs or monopolisTS. The laTTer have

a high degree of IaTiTude in seTTing prices and esTablishing mar-

keTing policies so as To achieve so—called excess profiTs. When

enTry barriers are low, poTenTial rivals presenT a consTanT ThreaT

To enTer The markeT aT The SlighTesT increase in indusTry profiTs.

The condiTions of enTry, Therefore, play a major role in insuring
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compeTiTive behavior and accepTable markeT performance.

CondiTions of EnTry for Sawmill Firms

One of The commonly used measures of The magniTude of barriers

To enTry iS The disTribuTion paTTern of firm numbers over Time. If

The number of firms acTive in a markeT changes considerably over

ShorT periods of Time--ofTen, buT noT always in response To changes

in demand and markeT price--Then enTry condiTions are assumed To be

comparaTively easy. A paTTern of wide flucTuaTionS in The number

of acTive sawmills is Typical of The sTudy region. As shown in

Figure 4, The number of acTive sawmills increased from l,960 mills

in I939 To 8,860 mills in I942, which represenTs a fanTasTic aver-

age raTe of neT increase of 2,300 mills per year. UndoubTedly,

many of The firms which enTered The markeT during ThaT period did

so by reacTivaTing idle sawmills. Unlike less durable or more

complicaTed manufacTuring planTS, small sawmills can be reacTivaTed

aT relaTively liTTIe expense. The more Than Three fold increase in

The number of sawmills acTive in The sTudy region was accompanied

by an increase of l8 percenT in annual lumber producTion and in-

creases ranging from l0 To 20 percenT in lumber prices for several

imporTanT species in The region (82, 83). AfTer The iniTial surge,

The number of acTive mills increased by an addiTional 42 percenT

during l942-I947 To a peak of l2,540 mills, decreased Sligthy dur-

ing The nexT seven years, and decreased even more from I954 To I958

To a ToTal of 9,035 mills (Figure 4). During Those laTTer periods,

producTion flucTuaTed somewhaT and The lumber prices for mosT of The

imporTanT species Showed some Tendancy To increase. The raTes of
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Figure 4. Number of acTive sawmills in The NorTh CenTral Region,

and percenTage change in sawmill numbers, selecTed years I939-I958.

(Source: U. S. Bur. of Census. U. S. Census of ManufacTures. For

years I939, I942, I947, I954, and I958. Wash., 0. C.)
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enTry and exiT illusTraTed above cerTainly suggesT ThaT barriers

To enTry or exiT for sawmills are low.

One of The reasons why enTry inTo The sawmilling indusTry is

easy is ThaT iniTial invesTmenT requiremenTs are small. Beside The

facT ThaT many firms reenTer The indusTry by reacTivaTing previously

idle sawmills, capiTal requiremenTs are only moderaTe even for firms

ThaT are enTirely new To The indusTry. One apparenT reason for

This is an abundanT supply of secondhand milling equipmenT, espe-

cially during periods of consTanT or decreasing demand for sawmill

producTs. A recenT sTudy of four sawmills in Missouri revealed

iniTial invesTmenT requiremenTs, figured aT The replacemenT cosT of

new equipmenT and buildings, of $7,863 for The smalleST mill and

$2l,l07 for The largesT mill (46). Each of The mills produced

rough lumber and a few oTher rough producTs, and Their oquuT in

l960 ranged from I35 To 868 Thousand board feeT, alThough none of

The four operaTed aT full, eighT-hour-shifT capaciTy ThroughouT The

year. CerTain Types of sawmill operaTions, such as Those producing

palleTs, field boxes, and oTher highly manufacTured producTs, would

require more equipmenT and a larger iniTial invesTmenT. However,

iT seems apparenT ThaT mosT of The acTive sawmills in The sTudy

region could be replaced new aT a cosT of less Than $20,000 apiece.

IniTial invesTmenT requiremenTs are low primarily because in-

creasing The scale of sawmill planTS does noT subsTanTially reduce

average producTion cosTs, wiTh The possible excepTion of Those

mills producing a highly manufacTured producT. Marginal raw maTe-

rial cosTs increase rapidlyEfisscale increases; Thus, ToTal marginal

cosTs Tend To rise raTher STeeply as mill capaciTy increases. Since
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economics of scale are noT subsTanTial, an enTering firm need noT

capTure a large share of The markeT in order To achieve an efficienT

size. Consequenle, a Single new firm has no appreciable effecT

upon The ToTal supply of sawmill producTs or markeT price, and Thus

exisTing firms do noT oppose new enTries on This accounT.

The siTuaTion is differenT, however, in The case of compeTi-

Tion for Timber supplies. Many large-scale sawmills (Those wiTh an

annual producTion of 500,000 board feeT or more) buy a subsTanTial

Share of The ToTal susTained-yield sawTimber supply wiThin Their

procuremenT TerriTories. AddiTional sawTimber purchases wiThin These

TerriTories by new firms would likely represenT a significanT in—

crease in The demand for sawTimber and resulT in higher raw maTerial

cosTs. ESTablished firms may raise Their offering prices for saw-

log maTerial in order To discourage prOSpecTive enTranTs or To

desTroy new firms, which are ofTen financially weak and unable To

survive ShorT-run losses. The scale of operaTions also has some

effecT upon a firm's abiliTy To aTTracT buyers and sell The various

Species and grades To buyers who pay The highesT price for each

Type. For example, sampled large-scale mills sold on The average To

27 commercial buyers (wholesalers, reTailers, manufacTurers, and

indusTrial users) whereas small-scale mills averaged only 5 commer-

cial buyers in l960. Large-scale mills also did a larger volume of

business, on The average, wiTh each commercial buyer Than did small-

scale mills--46 Thousand board feeT versus 30 Thousand board feeT

per buyer. Large mills ofTen receive higher prices Than small mills

for The same maTerial because buyers ofTen pass on To sellers a

share of The savings realized in handling large-volume orders, and
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also because buyers wish To mainTain sTrong conTacTs wiTh large firms,

which generally are a more cerTain source of supply Than The smaller

mills. In addiTion, small sawmills ofTen handle such small amounTs

of cerTain high-value Species and grades ThaT iT is uneconomical To

sorT ouT This maTerial, and Thus iT is sold along wiTh lower-priced

maTeriaI. NeverTheless, available evidence of The raTe of sawmill

enTry does noT suggesT ThaT economies of scale are so imporTanT as

To represenT significanT barriers To enTry.

AnoTher major reason why enTry condiTions are easy for sawmill

firms is The almosT ToTal lack of name branding or promoTional ad-

verTising. Properly graded producTs offered by new firms are viewed

by buyers as being idenTical To The same producTs offered by long-

esTainshed firms. Consequenle, new firms can expecT To receive

equal, or nearly equal, prices as esTablished firms. Sawmill firms

may achieve a limiTed amounT of producT differenTiaTion Through The

services offered To buyers, buT well-managed new firms can easily

duplicaTe such services. In The regional markeT for sofTwood lumber,

a cerTain amounT of producT differenTiaTion may occur as a resulT of

The imporTaTion of name-branded wesTern and souThern lumber. The

acTual amounT of differenTiaTion achieved by name branding, wheTher

by producers locaTed wiThin or ouTside The sTudy region, is ques-

Tionable in view of The small amounT of adverTising of These name

brands. All in all, producT differenTiaTion, found To be one of The

mosT imporTanT barriers To enTry in OligOpOllSTiC markeTs (I), has

apparenle IiTTle effecT upon The condiTions of enTry in The regional

markeTs for sawmill producTs.
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OTher facTors which conTribuTe To The relaTively free enTry in-

To The regional markeTs for sawmill producTs include: (I) The

Technology involved in mosT Types of sawmill operaTions is fairly

Simple and easily acquired; (2) There are no severe shorTages of

any criTical facTors of producTion; (3) many sawmill firms are highly

mobile; (4) There are no known cases of capTured resources or exclu-

sive markeT ouTleTs. The firsT Three facTors have already been

discussed. Turning briefly To The quesTion of capTured resources,

foresT resources in parTicular, we find ThaT sawmill firms own only

l.3 percenT of all commercial foresT land in The sTudy region (93).

Sampled sawmills obTained l4 percenT of Their sawlog supply in I960

from Their own lands. MOST of This volume was accounTed for by mills

operaTing on Indian reservaTionS. Excluding These mills, The per-

cenTage obTained from land owned by sawmills amounTed To 6 percenT.

MosT sampled mills, 83 percenT of boTh small-scale and large-scale

mills, boughT all of Their sawiog requiremenTs on The open markeT

in l960. Less Than 3 percenT acquired all of Their sawlog maTerial

from Their own land, which does noT necessarily mean ThaT These

mills were self-sufficienT. In addiTion To backward inTegraTion

Through The ownership of foresT resources, sawmill firms may use

long-Term purchase conTracTs wiTh foresT owners and sawlog producers

as a means of insuring an adequaTe, susTained supply of sawlog

maTerial. Such conTracTs are rarely if ever used by sawmill firms

in The sTudy region. Few firms have conTracTs or commiTmenTs for

more Than a monTh'S supply of sawlogs aT any one Time. STumpage is

usually purchased by individual negoTiaTion for each TracT, and

conTracTs wiTh producers usually cover The esTimaTed volume in a
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parTicular TracT, or The producer's esTimaTed producTion for one To

five days. Only II percenT of The sampled mills consider sawlog

purchase agreemenTS wiTh producers To be binding upon The producer,

or in any way enforceable. Moreover, abouT 40 percenT of The ToTal

volume purchased from producers by sampled sawmills is boughT upon

delivery To The mills wiThouT prior agreemenT wiTh The producers.

Open markeT acTiviTies also characTerize The markeTing of

sawmill producTs. Many sawmill firms in The region are characTerized

by various degrees of forward inTegraTion, buT none conTrol a large

share of The markeT for any parTicular producT line. ExcepT for

The producers of palleTs, boxes and craTes, mosT sawmills sell ouT

of invenTory inSTead of regulaTing Their oquuT To fill previously

obTained orders. For The laTTer mills, individual sale conTracTs

normally cover less Than 25 Thousand board feeT, whereas The pro-

ducers of palleTs and relaTed producTs ofTen have sales conTracTs

which cover from one To Three monThs producTion of a parTicular

iTem. Some palleT producers have sales conTracTs which guaranTee

Them The privilege of supplying all of a buyer's needs of a parTicu-

lar producT for periods up To a year. NeverTheless, The markeTing

of palleTs, boxes, and craTes consisTs mainly of compeTiTive bidding

for ShorT-Term conTracTs, and The markeTing of oTher sawmill producTs

consisTs predominanle of individual sale negoTiaTionS for small-

volume loTS. In boTh cases, enTering firms are on nearly equal fooT-

ing wiTh esTablished firms in regard To The number and Types of

markeT ouTleTs. The above analysis leaves liTTle doubT ThaT There

are no imporTanT barriers To enTry for mosT Types of sawmill finns,

eiTher in The markeTs for sawmill producTs or The markeTs for
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sawlogs and sTumpage.

CondiTions of EnTry for Sawlog Producers

Barring significanT changes in The compeTiTive relaTionship

among sawlog producers and sawmill firms, we would expecT Them To

exhibiT similar paTTernS of enTry and exiT over Time. The demand

for sawmill producTs and The cosT of manufacTuring These producTs

affecT The derived demand for sawlog maTerial. An increase in The

demand for sawmill producTs or a decrease in manufacTuring cosTS

will, if oTher condiTions remain The same, cause an increase in The

derived demand for sawlogs. Converse resulTs will occur for changes

in The opposiTe direcTion. Therefore, The profiTabiliTy of pro-

ducing sawlogs, alThough lagging somewhaT behind, Tends To increase

and decrease as The profiTabiliTy of producing sawmill producTs

increases and decreases. CondiTions ThaT are favorable for sawmill

enTry generally lead To favorable condiTions for The enTry of saw-

log producers.

Time series daTa on The number of sawlog producers acTive in

The region are noT available, buT if is possible To geT some idea of

The raTes of enTry and exiT of sawlog producers by comparing The

gage disTribuTion of These firms wiTh ThaT of sawmill firms. Of The

firms surveyed in l96l, 36 percenT of The producers had enTered The

indusTry wiThin The previous five years as compared To 22 percenT

of The sawmills. Sawmill firms exhibiTed beTTer survival raTes.

For example, 56 percenT of The sawmills, compared To 42 percenT of

The producers, had been operaTing for ll years or more. These daTa

indicaTe a higher raTe of Turnover for sawlog producers Than for
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sawmills. IT seems reasonable, Therefore, ThaT The condiTions of

enTry and exiT are as easy or easier for sawlog producers as for

sawmill firms.

The facTors which deTermine The condiTions of enTry for sawlog

producers are similar To Those which affecT enTry condiTions for

sawmill firms. lniTial invesTmenT requiremenTs for a producer

operaTion are even smaller Than Those for a Typical sawmill. The

basic equipmenT--a chainsaw, TracTor, and Truck--can be acquired for

as IiTTIe as $5,500. AbouT one~Third of The sampled producers are

parT-Time farmers; They use Their farm TracTors and Trucks in pro-

ducing sawlogs and needed only To buy a chainsaw To geT sTarTed as

a producer. Some producers do noT own a Truck and eiTher sell Their

oquuT aT roadside or have The hauling done under conTracT.

AlThough we mighT expecT some increase in efficiency as The

scale of a producer operaTion is increased, cosT esTimaTes supplied

by sampled producers do noT bear This ouT. The average ToTal cosT

per Thousand board feeT for logging and per mile of haul are given

for four size classes of producers in The following TabulaTion. These

cosTs are based upon esTimaTes of whaT iT cosT The producers To per-

form These operaTions; They exclude conTracT prices for logging and

 

 

hauling. .

ProducTion Size class of producer, l960

l-49 50-l49 I50-499 500 M

M M M bd.fT.

bd.fT. " bd.fT. bd.fT. or more

(Dollars per M bd.fT. Doyle)

Average '099'”9 13.02 l2.46 I3.39 I|.44
cosT

Average ha”"”9 0.48 0.46 0.53 0.48
cosT per mile
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DespiTe The weakness of The above daTa, iT does noT appear

ThaT subsTanTial economies resulT from increasing The scale of a

producer operaTion. The enTry of a new producer inTo The markeT

for sawlog maTerial and STumpage would have no appreciable effecT

upon The markeT prices of These commodiTies. Besides, TacTics of

esTablished firms To prevenT new enTries, such as selling sawlogs

below Their cosT of producTion, are ouT of The quesTion. In The

firsT place, none of The firms could wiThsTand The financial burden

of pricing below cosTs. Secondly, few, if any, of The producers are

capable of supplying The ToTal demand wiThin a local markeT area.

Consequenle, The unsupplied demand for sawlogs would evenTualIy

resulT in sawlog prices being bid up.

ProducT differenTiaTion, as a barrier To enTry generaTed by

name branding and adverTising, plays no parT in The markeTs for

sTumpage and sawlogs. True, sawmill operaTors do noT regard The

services provided by all producers as being equally good, buT such

esTablished preferences would noT severely hamper markeT peneTra-

Tion by a well-managed producer firm. As in The case of sawmill

firms, oTher poTenTial barriers To enTry, such as The difficulTy of

acquiring needed Skills and Technology and The exiSTance of capTured

resources or exclusive markeT ouTleTs, have liTTle effecT upon The

ease of enTry by sawlog producers inTo The markeTs for sawlogs and

sTumpage.
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MarkeT lnformaTion
 

MarkeT informaTion, as an elemenT of sTrucTure, refers To

The availabiliTy, The disTribuTion, and The adequacy of informa-

Tion abouT prices and markeT ouTleTs. Producers and sawmills musT

have adequaTe informaTion abouT currenT prices and markeT ouTleTs

for each Species and grade handled if They are To maximize Their

incomes and make inTelligenT decisions abouT The allocaTion of

resources.

Several basic facTors underlie The problem of communicaTing

informaTion among The parTicipanTs in The markeTs for sawmill prod-

ucTs and sawlog maTerial. In The firsT place, iT is difficulT To

idenTify qualiTy variaTions in lumber, in sawlogs, and in sTanding

Trees. Cull maTerial and some knoTs are usually hidden beneaTh The

bark of sTanding Trees, and only an experienced woodsman can make

reasonably accuraTe esTimaTes of sTumpage qualify and value. The

problems of idenTifying defecTs and differences in grade are re-

duced, buT by no means eliminaTed, as processing conTinueS Toward

The end producT.

A second facTor which adds To The problem of communicaTing

markeT informaTion is The facT ThaT lumber and sawlog maTerial are

difficulT To describe boTh quanTiTaTively and qualiTaTively. IT

is impossible To measure The volumes of The various grades conTained

in a sTanding Tree or cuT sawlog before They have been sawn inTo

lumber. Rules for classifying sTumpage and sawlogs according To

grades provide only an approximaTe indicaTion of qualify and value.

The problem of measuring sawlog maTerial is furTher complicaTed by

The facT ThaT aT leasT eleven differenT log rules or meThods of
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measuremenT are commonly used in The sTudy region. The meThods of

measuremenT and The grading rules for lumber provide more accuraTe

measures of qualiTy and value Than Those employed in The measure-

menT of sawlog maTerial. Lumber grading rules are quiTe compli-

caTed, however, and many sawmill operaTors do noT know how To grade

Their own lumber.

A Third facTor which inhibiTs The flow and accumulaTion of

price and producT informaTion is The infrequency of The sales made

by producers and sawmill firms. In conTrasT To The lumber indusTry

on The WesT CoasT, where The Typical sawmill has a sales manager

who is in consTanT conTacT wiTh buyers by Telephone or TeleType and

receives from 20 To IOO markeT quoTaTions per day, The Typical saw-

mill in The sTudy region probably makes no more Than one Trans-

acTion a day wiTh a commercial buyer. Full-Time sawlog producers

may receive markeT informaTion every day from conTacTs wiTh saw-

mills and oTher producers, buT such conTacTs are limiTed primarily

To The producer's wood procuremenT area. Moreover, nearly 30 percenT

of sampled sawmills and 59 percenT of sampled producers operaTe only

parT of The year and would Therefore have liTTle or no conTacT wiTh

The markeTs for Their producTs during nonoperaTing periods. ForesT

landowners have even fewer conTacTs wiTh buyers Than do producers

and sawmill operaTors; They commonly make a sTumpage sale only once

every l0 To 20 years.

. Finally, The diversiTy of The Timber resource base wiTh

respecT To The species, qualify, and Size of Timber and The dispersed

IocaTion of Timber sTands also conTribuTe To The problem of commu-

nicaTing markeT informaTion.
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In addiTion To informaTion which is communicaTed Through mar-

keT TransacTions and by oTher conTacTs beTween markeT parTicipanTs,

There are several published sources of markeT informaTion. The

more prominenT of These are: MinnesoTa ForesT ProducTs MarkeTing
 

and Pricing Review (45); Wisconsin ForesT ProducTs Price Review (94);
 
 

Timber Prices (28), published by The STaTe of Illinois; Price ReporT
 

 

on Indiana Timber ProducTs (56% Missouri ForeSTry and ForesT ln-
 
 

dusTrieS (47); NaTional Hardwood MagaZine (44); and monTth reporTs
 

by The Bureau of Labor STaTiSTics on wholesale prices and price in-

dexes for lumber (83). The firsT five publicaTions are Similar in

conTenT and conTain some general markeTing informaTion in addiTion

To price quoTaTions. Prices are quoTed eiTher semi-annually or an-

nually. The MinnesoTa and Wisconsin reporTs publish price daTa for

STumpage, and for lumber and sawlogs priced f.o.b. mill; The oTher

Three reporT only STumpage and sawiog prices. Due To The infre-

quency of These five reporTs and The lag in Time beTween daTa collec-

Tion and iTs publicaTion (Typically four monThs for Two of The

reporTs), iT would appear ThaT They provide liTTIe informaTion abouT

currenT markeT condiTions. The laST Two publicaTions lisTed reporT

monTth on lumber price averages for mosT of The imporTanT Species

found in The sTudy region, buT The NaTional Hardwood Magazine
 

reporTs only hardwood prices. This magazine is The beST published

source of informaTion on hardwood lumber prices, on a regional basis,

because iT reporTs prices for each grade and Thickness.

According To Wynd (IOO) public agencies in The STaTes of Michi-

gan, Wisconsin, MinnesoTa, Indiana, and Missouri periodically pub-

lish IisTs of sTumpage, sawlogs, sawmill producTs, and logging and
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milling equipmenT which individual firms desire To sell or buy.

The mere exisTence of The above published sources of markeT in-

formaTion is noT evidence, however, ThaT sawmill operaTors and saw-

log producers are eiTher familiar wiTh Them or make use of Them. In

view of The frequenT inquiries abouT markeT ouTleTs and condiTions

made by sawmill firms and producers during The course of The inTer-

views, iT would appear ThaT many, or perhaps mosT, sawlog producers

and sawmill operaTors are unfamiliar wiTh The published sources of

markeT informaTion available To Them.

FacTorS AffecTing ConTinuiTy of OperaTions
 

The paTTern of producTion for boTh sawmill and producer firms

is, wiTh few excepTions, characTerized by a high degree of disconTin-

uiTy and seasonal variaTion. Changes in The level of producTion are

effecTed Through changes in The raTe of producTion by individual

firms and by The disconTinuaTion of producTion from Time To Time.

Seasonal variaTionS in weaTher condiTions are a major cause of The

seasonal paTTernS of sawlog and sawmill-producTs producTion. Since

The weaTher cannoT be manipulaTed or alTered by The parTicipanTs in

The markeTs for sawlogs and sawmill producTs, iT is perhaps beTTer To

regard iT as an exTernal facTor raTher Than an elemenT of markeT

STrucTure. Several oTher facTors, all of which can be regarded as

elemenTs of STrucTure, also affecT The conTinuiTy of sawlog and saw-

mill-producTs producTion as well as The elaSTiciTy of The supply of

These producTs.

The producTion of sawlogs and sawmill producTs consisTs of a

series of separaTe (ThOUgh inTerdependenT) processes. Each
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successive sTep in producTion does noT, however, depend upon The

concurrenT funcTioning of a preceding or succeeding process, as long

as a backlog of maTerial is available. For example, The producTion

process of a producer operaTion normally consisTs of The following

sTeps: (I) felling, which may be preceded by The preparaTion of

IOgging roads, (2) limbing and bucking, (3) skidding The logs To a

loading poinT, and (4) loading and hauling The logs To a mill. In

mosT producer operaTions The same personnel perform all of The firsT

Three Tasks, and ofTen The hauling as well. Consequenle, The

process may proceed by conTinually shifTing from one Task To The nexT,

or efforTS may be concenTraTed on felling, limbing, and bucking for

The firsT few days,skidding for The nexT few days, and finally hauling

The logs To The mill. The generally high durabiliTy of boTh lumber

and sawlogs enables producers and sawmill operaTors To disconTinue

operaTions aT various sTageS in The producTion process wiThouT suf-

fering significanT losses due To The deTerioraTion of Their sTockS of

raw maTerial and semiprocessed or finished producTs. The divisibiliTy

of The process by which sawlogs and sawmill producTs are produced

and The greaT durabiliTy of These producTs are major conTribuTing

facTors To The variabiliTy and disconTinuiTy of producTion by sawlog

producers and sawmill firms.

In conjuncTion wiTh The above Two facTors, The relaTively low

fixed cosTS characTerisTic of boTh producer and sawmill operaTions

also encourage disconTinuous operaTions. Firms will conTinue in

producTion as long as income is high enough To cover variable cosTS

and aT leasT parT of The fixed cosTs which conTinue wheTher or noT

producTion is disconTinued. OTher Things being equal, finns wiTh
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a high raTio of fixed cosTs To ToTal cosTs are able To cover all

variable cosTS and parT of Their fixed cosTS aT lower price levels

Than oTher firms in The same indusTry which have a lower raTio of

fixed To ToTal cosTS. Since such variable cosTs as sawlog maTerial

and labor make up The major share of The ToTal cosTs incurred by

producers and sawmill operaTors, decreasing profiTs readily induce

Them To cease Their logging and lumbering OperaTions in favor of

alTernaTive employmenT opporTuniTies.

Seasonal flucTuaTions in The demand for sawmill producTs,

and The resulTing flucTuaTions in sawlog demand, also affecT The

sTabiliTy and conTinuiTy of logging and milling operaTions. Sea-

sonal flucTuaTions are especially imporTanT in The markeTs for

palleTs, Skids, and relaTed producTs, as well as boxes, craTes, and

oTher wooden conTainers. OTher facTors, such as poor financial

sTrengTh and The general lack of backward inTegraTion by way of

foresT landownership, ofTen prevenT producers and sawmill finns

from IasTingIhrough periods of inadequaTe profiTs or high sTumpage

cosTS.



CHAPTER 5

MARKET CONDUCT IN THE PRODUCTION

AND MARKETING OF SAWMILL PRODUCTS

There are several possible reasons for sTudying The behavior

of finhs in a parTicular indusTry or markeT. Knowledge of how a

markeT operaTes may reveal some of The problems and inefficiencies

ThaT exisT. Such conclusions, however, musT necessarily be based

upon evidence ThaT a causal relaTionship exiSTS beTween markeT

performance and The modes of behavior ThaT are suspecTed as being

undesirable. AnoTher reason ofTen given for sTudying markeT con-

ducT is ThaT a beTTer undersTanding of how a markeT funcTionS is

useful To The parTicipanTs in The markeT and To prOSpecTive enTranTs

as well. Presumably, The more knowledge ThaT a parTicular firm or

group of firms has relaTive To iTs rivals The beTTer off iT is.

According To This line of reasoning, a Thorough descripTion of how

sawlog producers and sawmill finhs conducT Their business would be

parTicularly useful To foresT landowners and The buyers of sawmill

producTs. However, iT would noT necessarily lead To beTTer markeT

performance.

In This sTudy, The purpose of analyzing and describing markeT

behavior is Twofold: To increase our undersTanding of This phenom-

enon and Thus provide a frame of reference for subsequenT research,

and To discover and describe The relaTionship beTween The STrucTure

and The performance of The markeTs for sawlog maTerial and sawmill

l09
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producTs. An analysis of markeT conducT, in addiTion To explaining

how a cerTain kind of performance evolves from a given markeT sTruc-

Ture, ofTen provides a good indicaTion of The qualiTy of performance

produced by a markeT. In oligopoliSTic markeTs, for insTance,

proof ThaT firms conspire To seT prices noT only gives validiTy To

The TheoreTical implicaTions ThaT an oligopoliSTic markeT STrucTure

ofTen leads To price-fixing conducT, buT also sTrongly suggesTs ThaT

prices are higher Than whaT They would be under more compeTiTive

condiTions. FurThermore, by idenTifying The process by which markeT

performance evolves from markeT STrucTure, markeT conducT, as well

as markeT sTrucTure, is exposed as a poinT of focus for remedial

policy.

Diverse NaTure of OquuT
 

The uses of lumber and oTher sawn maTerial largely depend

upon The species and grade of The sawn wood maTerial. A firm which

produces whiTe oak lumber, for insTance, is likely To sell iTs No. l

Common and BeTTer lumber as furniTure sTock, The No. 2 and No. 3A Com-

mon for flooring sTock, and The poorer grades for palleT maTerial,

craTing, or rough consTrucTion lumber. The number and Types of

producTs produced by sawmill finns in The sTudy region depend pri-

marily on The characTerisTics of The sawlog maTerial used in manu-

facTure, and secondarily upon markeT ouTleTs. Due To The heTero-

‘geneiTy in Species, size, and qualiTy of The foresT cover, as well

as To qualiTy variaTionS wiThin individual sawlogs, nearly all

sawmill firms produce several differenT sawmill producTs.



The Ten mosT imporTanT producTs produced by sampled sawmills

are lisTed in Table I3. They accounTed for 98 percenT of The ToTal

l960 producTion of The sawmills sampled. Hardwood grade, ThaT is,

The upper grades of hardwood lumber, represenTed The largesT volume

of any producT produced by sampled mills. 0f sligthy lesser im-

porTance in Terms of volume of producTion were craTing and blocking,

hardwood consTrucTion lumber, railroad and mine Ties, and palleTs.

AlTogeTher, The above five producTs accounTed for 66 percenT of

ToTal producTion. Nearly half of The sampled mills produced hard-

wood grade, and 25 percenT or more produced one or more of The oTher

four producTs, excepTing palleTs (Table I3). OTher producTs, each

represenTing 5 percenT or more of ToTal producTion, included sofT-

wood consTrucTion lumber, palleT maTerial, craTes and boxes, hard-

wood flooring sTock, and ungraded poor-qualiTy hardwood lumber,

which is sold for a varieTy of uses. The remaining 2 percenT of The

ToTal oquuT by sampled firms was made up of such producTs as gun-

STock blanks, railroad car decking, sofTwood paving blocks, hardwood

veneer fliTches, sawed guard-rail posTs, Shoe heel sTock, manufac-

Tured cabin Siding, sawed cabin Siding sTock, and manufacTured

hardwood flooring.

AS noTed in ChapTer 4, sTrucTural characTerisTics of The indus-

Try vary somewhaT among The eighT producT groups recognized in This

sTudy.l A closer look aT These producT groups is worThwhile aT This

Time. The largesT producT group, which includes 25 percenT of The

 

IA firm was placed in a producT group on The basis of The prod-

ucT or group of similar producTs which accounTed for The largesT

share of The firm's ToTal value of producTion. See Appendix C, Table I

for a descripTion of each producT group.



ll2

Table I3. Ten mosT imporTanT producTs produced by sampled sawmills,
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Volume produced PercenTage

as a percenTage of mills

PFOdUCT of ToTal a ThaT produced

producTion The producT

Hardwood grade (mainly

No. 2 Common and BeTTer) |6.8 45.6

CraTing and blocking I3.6 25.I

Hardwood consTrucTion

lumber I2.0 3I.6

Railroad Ties (including l2.0 25.I

mine Ties)

PalleTs ll.3 l2.9

SofTwood consTrucTion

lumber 8.2 23.7

PalleT maTerial 7.l l7.8

CraTes and boxes

(including some palleTs) 6.0 6.7

Hardwood flooring sTock 6.0 l2.9

Ungraded poor-qualiTy hard-

wood for various uses 4.8 I9.3

97.8

 

aProducTion daTa for each Type of producT were available for

mosT sampled sawmills in all STaTes excepT Wisconsin.



ll3

sampled mills, consisTs of sawmill firms which concenTraTe on The

producTion of hardwood grade. This producT group conTains The

largesT or second largesT number of sampled mills in all STaTes ex-

cepT Missouri. Firms ThaT produce predominanle low-grade hardwood

lumber, mosT of which is used for consTrucTion purposes, accounT

for I7 percenT of The sample. Each of four oTher groups includes

beTween I0 and I3 percenT of The sample and is made up of firms ThaT

concenTraTe on one of The following producTs or group of producTs:

sofTwood lumber; palleT maTerial and craTing; palleTs, boxes, and

craTes; and railroad Ties. The Two smallesT producT groups include

firms which produce predominanle flooring sTock, or manufacTured

producTs oTher Than palleTs, boxes, and craTes.I The disTribuTion

of The sawmill sample among The eighT producT groups is believed To

be represenTaTive of The areas acTuaIly surveyed, when Taken as a

whole, buT somewhaT less indicaTive of The enTire sTudy region be-

cause of variaTions among The differenT foresTed areas of The

region.

MosT firms, nearly Three-fourThS of Those sampled, produce Two

or Three differenT Types of producTs. Only l0 percenT of The sampled

mills produce only one producT or combinaTion of similar producTs,

and very few manufacTure more Than Six differenT producTs. The major-

iTy of sawmill firms direcT Their aTTenTion To The producTion of one

or Two producTs, buT Since The raw maTerial is noT homogeneous,

producTs of secondary inTereST are also produced. (See Table I4.)

 

lTwenTy-one mills, 5 percenT of The sample, could noT be clas-

sified by producT grOUp because of insufficienT informaTion abouT

The producTs They produced.
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For insTance, a large Share of The firms ThaT manufacTure predom-

inanle hardwood grade also produce oTher producTs such as palleT

maTeriaI, hardwood consTrucTion lumber, and oTher ungraded poor-

qualiTy hardwood lumber. WiTh The excepTion of firms ThaT concen-

TraTe on The producTion of palleTs, boxes, and craTes, firms in

oTher producT groups generally offer a diversified producT mix (Ta-

ble I4). On The oTher hand, a high degree of specializaTion is

Typical of The palleTs-boxes—and-craTes group. Of The firms in

This group, 28 percenT produce only The primary producT, as com-

pared To only l0 percenT of all sampled mills. Unlike The majoriTy

of firms of oTher producT groups, producers of palleTs, boxes, and

craTes generally have relaTively large invesTmenTs in planT and

equipmenT, much of which is highly Specialized in iTs use. FurTher-

more, The manufacTuring faciliTies Typical of This producT group are

more highly auTomaTed Than The average sawmill, and The flow of

maTerials Through These planTS is conTinuous and follows a fixed

paTTern. The cosTS of swiTching producTion from one producT To

anoTher are Therefore relaTively high for This producT group.

Aside from The advanTages of producT SpecializaTion realized

in The manufacTure of palleTs, boxes, and craTes, The producT

policies of mosT sawmill firms consisT of producing a combinaTion

of producTs which will yield The highesT reTurn from a given supply

of sawlog maTerial. MosT firms adjusT Their producT mix To suiT

currenT sawlog supplies, whereas few firms IimiT sawiog procuremenT

To only cerTain Species and grades of sawlogs which are suiTable

for producing a parTicular line of producTs. Since The value of a

producT depends largely upon The qualiTy of The wood from which iT



||6

is produced, many firms STrive To obTain The highesT feasible grade

recovery from The logs They saw. Where qualiTy is noT an imporTanT

consideraTion, as in The producTion of Ties, palleT maTerial, and

craTing, emphasis is placed upon maximizing The volume of oquuT

relaTive To boTh Time and The quanTiTy of sawlog maTerial consumed.

Even in The laTTer case, however, mosT of These firms markeT

several differenT producTs on The basis of grade and Species differ-

ences. For insTance, of The sampled finns which concenTraTe on The

producTion of railroad Ties, some 80 percenT also produce flooring

sTock, and boTh sofTwood lumber and lowegrade hardwood lumber are

sold by abouT 20 percenT of These firms. AlThough producT diversi—

ficaTion is Typical of The sawmilling indusTry in The region, iT

represenTs for The mosT parT an aTTempT To achieve The highesT

value of oquuT from The available raw maTerial, raTher Than a

means of reducing The risks associaTed wiTh flucTuaTions in The

demand for various sawmill producTs. IT is essenTially a passive

policy, a reacTion To The variabiliTy in The species and qualiTy

composiTion of sawlog supply. Few, if any, of The sawmill firms in

The region have policies or programs aimed aT creaTing new producT

varieTieS.

OTher Business AcTiviTieS
 

In addiTion To producing and markeTing a varieTy of sawmill

producTs, many sawmill firms engage in oTher enTerprises. Some

'30 percenT of The sampled sawmill operaTors work parT Time as far-

mers, common laborers, producers of sawlogs and oTher raw wood

producTs, conTracT loggers, and as wholesalers of sawmill producTs
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produced by oTher firms. Farming is The mosT common alTernaTive

occupaTion of The sawmill operaTors in The sample. A much greaTer

proporTion of smalFscale sawmill firms (44 percenT of Those sampled)

Than large-scale firms (only l6 percenT) engage parT Time in alTer-

naTive business enTerprises. In general, few firms engage in oTher

business acTiviTies among Those sawmill firms ThaT produce a highly

manufacTured producT or a producT which requires precision equip-

menT and a high degree of sawmilling Skill. The advanTages of full-

Time operaTion To These firms include: (I) The mainTenance of mar-

keT ouTleTs, (2) The producTion of sufficienT volumes making iT

possible To sell producTs in graded IoTs and To buyers who pay

premium prices for graded maTerial, (3) a sufficienT sales volume

in order To avoid The discriminaTing prices paid for small-volume

IoTs, (4) conTinuous operaTion needed To Train and reTain compeTenT

employees, and (5) sufficienT oquuT for efficienT use of relaTiver

expensive equipmenT. On The oTher hand, producers of relaTively

low-value sawmill producTs and producTs requiring liTTle processing

afTer iniTiaI breakdown by The head saw, such as palleT maTerial,

craTing, blocking, hardwood consTrucTion lumber, rough sofTwood

lumber, and railroad Ties, can easily alTernaTe beTween sawmilling

and oTher acTiviTies. The buyers of many of These producTs do noT

require a conTinuous supply, and markeT ouTleTs are generally easy

To find or reesTabliSh because mosT are locaTed wiThin a few miles

radius of The mills. FurThermore, Skilled laborers, wiTh The

excepTion of The head sawyer, are noT required by producers of

These producTs, and fixed equipmenT cosTs and The cosTs of reSTarTing

processing operaTions are relaTively unimporTanT. OTher facTors
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which influence The suiTabiliTy of OperaTing on a full-Time or

parT-Time basis include: operaTing condiTions, especially The ef-

fecT of weaTher on harvesTing and milling cosTs; seasonal flucTua-

Tions in The supply of woods and mill workers and in The demand

for sawmill producTs; alTernaTive employmenT and invesTmenT oppor-

TuniTies open To The sawmill operaTor; and The overall profiTabiliTy

of sawmilling.

IT should be poinTed ouT ThaT The primary incenTive for diver-

sifying inTo oTher business acTiviTies is To increase ToTal neT

income, whereas The reducTion of variaTions in income is normally

of secondary imporTance. A good example is The parT-Time farmer

who operaTes a sawmill during Times when liTTIe work is required

on The farm. Sawmilling augmenTS his income buT iT is noT so

profiTable ThaT he can give up farming To run his mill.full Time.

FurThermore, sawmilling and farming, as well as some oTher acTivi-

Ties, are complemenTary in Their use of labor and equipmenT so ThaT

a combinaTion of sawmilling and anoTher enTerprise will ofTen yield

a higher neT reTurn Than eiTher enTerprise separaTely. This is

especially True when The periods of favorable and adverse operaTing

condiTions for sawmilling Tend To alTernaTe wiTh and offseT Those

of The alTernaTive enTerprise.

The alTernaTive business acTiviTies menTioned above are ofTen

carried ouT independenle of The sawmilling enTerprise and usually

when The mill is shuT down. Many sawmill operaTors, however, acT

as dealers in raw wood producTs concurrenle wiTh The operaTion of

Their sawmills. ThaT is, They resell a porTion of The raw wood

maTerial received aT Their mills raTher Than converT iT inTo lumber
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and oTher sawmill producTs. Of The sawmills sampled, 28 percenT re-

sold some of The logs and oTher raw wood maTerial acquired by Them

in I960. The volume of raw wood maTerial resold amounTed To abouT

4 percenT of The ToTal volume received. Veneer logs, a producT

which usually commands a higher price Than sawlogs, accounTed for

over half of The maTerial resold.

In mosT cases, The sawmill operaTor's role as dealer in raw

wood producTs represenTs a subordinaTe parT of his ToTal operaTion.

MosT sawmill firms handle raw wood producTs oTher Than sawlog

maTerial only when They occur in The TracTs of Timber purchased by

Them or Their producers. Large, high-qualiTy maTerial is ofTen

resold as veneer logs or cooperage boiTs, whereas small, poor-qualiTy

maTerial may be sold for pulpwood or posTS. The volume handled of

such maTerial is usually Too small To susTain efficienT converTing

operaTions by The individual sawmill firms. IT is ofTen Too small

To even jusTify The addiTional handling cosTs involved in reselling

such maTeriaI. NeverTheless, iT is evidenT ThaT many sawmill firms

make an imporTanT conTribuTion To markeTing efficiency Through The

resale of raw wood maTerial which has a higher value in The produc-

Tion of goods oTher Than sawmill producTs.

AnoTher acTiviTy which is ofTen an inTegraTed parT of a sawmill

operaTion is cusTom sawing. AbouT half of The sawmills in The re-

, gional sample did some cusTom sawing in I960; The proporTion of mills

ThaT did cusTom sawing was somewhaT higher for small-scale mills Than

for large-scale mills. CusTom sawing accounTed for less Than l0

percenT of ToTal producTion for a majoriTy of These mills. In all,

iT represenTed only 4 percenT of ToTal sawmill producTion in l960.
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CusTom sawing is usually performed during Slack periods caused by

adverse logging condiTions or by poor markeT condiTions for saw-

mill producTs. OfTen, however, sawmill operaTors will work on a

cusTom job along wiTh Their regular sawing. Sawmill firms usually

charge a specified amounT per Thousand board feeT of lumber sawn

(normally I5 dollars per Thousand), or occasionally They charge

by The hour. Many small-scale sawmill firms obTain a large share

of Their ToTal income from cusTom sawing, buT mosT large-scale

firms do cusTom sawing mainly as a favor for friends and sawlog

producers.

A number of firms saw exclusively on a cusTom basis and

neiTher buy sawlogs nor sell any of The producTs They produce.

Available evidence suggesTs ThaT many sawmills which produce less

Than I00,000 board feeT per year specialize in cusTom sawing for

local farmers and oTher nonccnnnercial buyers. Also, There are a

few mills in The region ThaT specialize exclusively in cusTom

sawing for enTrepreneurs who buy Timber and sell sawmill producTs

buT do noT operaTe sawmills Themselves. In general, however, cus-

Tom sawing is normally a subordinaTe funcTion, which is designed

primarily To augmenT The sawmiller's income in The case of small-

scale mills and To mainTain good relaTions wiTh foresT owners and

sawlog producers in The case of large-scale mills.
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Seasonal PaTTerns of ProducTion,

Sawlog Receist, and lnvenTories

 

 

One of The mosT STriking characTerisTics of The lumber indus-

Try in The NorTh CenTral Region is The seasonal naTure of iTs

operaTions. Seasonal variaTions in The raTe of producTion of saw-

mill producTs, in The quanTiTy of sawlog maTerial harvesTed, and in

The invenTory levels of sawlogs and sawn producTs represenT a dom-

inanT and pervasive behavioral characTerisTic of The indusTry. The

causal facTors which underlie These four highly inTerdependenT

operaTional paTTerns are rooTed in The STrucTural elemenTs which

affecT The conTinuiTy of sawmill and producer operaTions. The more

imporTanT of These elemenTs include: The high degree of divisi-

biliTy of The producTion process, The relaTively high durabiliTy of

The producT, The low level of fixed cosTS and The low raTio of

fixed To variable cosTS, The high seasonal demand for cerTain prod-

ucTs, The weak financial sTrengTh of mosT sawmill and producer

firms, and The small amounT of producTive foresT land owned by

sawmill and producer firms.

The seasonal paTTernS of operaTion are quiTe Similar in seven

of The STaTes in The sTudy region, whereas The combined daTa for

Wisconsin and MinnesoTa indicaTe seasonal paTTernS which are sub-

sTanTially differenT from Those of The seven oTher sTaTes. These

paTTernS are Shown in Figures 5 and 6, respecTively. The paTTernS

illusTraTed are based upon The number of sawmill firms which re-

porTed high, average, or low levels of producTion, receist, and
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invenTories.l

The seasonal paTTern of sawmill producTion for The seven sTaTes

represenTed in Figure 5 Shows The level of producTion falling below

average in December, reaching iTs lowesT level from January Through

March, increasing To above-average levels during May and June,

declining Sligthy in July, and reaching iTs highesT level from

SepTember To November. A high degree of inTerdependence exiSTS be-

Tween The seasonal paTTern of sawmill oquuT and The seasonal paT-

Tern of sawlog receist; boTh are influenced To a large exTenT by

weaTher condiTions. Seasonal variaTions in The level of sawlog re—

ceipTS for The seven STaTes represenTed in Figure 5 nearly coincide

wiTh seasonal flucTuaTions in sawmill oquuT. Cold weaTher and

snow hamper boTh logging and milling operaTions during The winTer.

Logging and hauling operaTions are also difficulT during The Spring

when The ground is sofT and more resTricTive highnwlload limiTaTions

are in effecT. BoTh sawlog receist and sawmill producTion decline

Sligthy during July. Many of The producers and sawmill operaTors

and Their employees are parT-Time farmers and They musT devoTe more

 

IAn index of acTiviTy for each of The four operaTional phenom-

enon was consTrucTed for each STaTe in The following manner: (I) The

number of firms reporTing low acTiviTy was subTracTed from The number

reporTing high acTiviTy for each monTh. Firms reporTing average or

normal acTiviTy were counTed as zero in value. (2) In order To

sTandardize The indexes so ThaT The mean value of each index equaled

zero, The preponderence found in sTep I for each index was divided

by l2 and subTracTed or added To each monTh'S observaTion. (3) This

adjusTed observaTion for each monTh was Then expressed as a percen-

Tage of The ToTal number of firms reporTing and The paTTern was

ploTTed for each sTaTe. STaTes wiTh Similar paTTerns were Then

combined inTo Two groups by summing The adjusTed observaTions for

each monTh (sTep 3) and Then expressing each monTh'S sum as a percen-

Tage of all The reporTing firms in each of The Two groups and ploT-

Ting. NoTe ThaT a higher ampliTude in seasonal flucTuaTion may
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of Their Time To farm work during The summer. Sawlogs and lumber

also deTerioraTe more rapidly during This period so ThaT sawmill

firms are relucTanT To add To Their invenTories. Sawmill oquuT

and The raTe of sawlog receipTS are boTh aT Their highesT levels

during The laTe summer and fall. WeaTher condiTions during These

monThs are ideal for logging, sawlog STorage, and lumber seasoning.

In addiTion, many sawmill firms build up Their sawlog invenTories

during This period (Figure 5) in order To susTain sawing opera-

Tions ThroughouT The winTer and early spring. The level of prod-

ucT invenTories follows a seasonal paTTern Similar To The paTTern

of sawmill oquuT buT The flucTuaTions are more subdued.

Seasonal flucTuaTions in sawmill oquuT in Wisconsin and

MinnesoTa (Figure 6) Show an approximaTely inverse relaTionship To

Those of The seven oTher sTaTes. Sawmill producTion in These Two

Lake STaTes is aT a high level from February To June and aT a low

level from July To December. In These Two sTaTes The seasonal

paTTern of sawmill oquuT appears To depend To a greaTer exTenT upon

The seasonal paTTern of sawlog receipTS Than in The seven oTher

sTaTes. The raTe of sawlog receipTS reaches a high level in Decem-

ber, and remains aT a high level Through March. During The winTer

The frozen ground faciliTaTes logging operaTions on The low swampy

areas so prevalenT in These Two STaTes. As a resulT of The in-

creased iogging acTiviTy, sawlog invenTories begin To accumulaTe

in November and aTTain Their highesT level from January To May.

 

indicaTe a high degree of agreemenT among firms as To monThs of

high and low acTiviTy, buT iT does noT necessarily indicaTe a

. greaTer amounT of flucTuaTion in The volume of acTiviTy.
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Sawmill oquuT is sTepped up from February To June in order To re-

duce sawlog invenTories To low levels for The ensuing summer monThs

when logs deTerioraTe very rapidly. Lumber invenTories which build

up from May To July are also quickly reduced in order To minimize

losses due To STain, checking, and oTher defecTs. BoTh sawmill

oquuT and sawlog receipTS remain aT below-average levels Through-

ouT The summer and fall, largely as a resulT of The loss of workers

To farming and oTher seasonal employmenT opporTuniTies.

ThrOUghouT The sTudy region, seasonal changes in The raTe of

producTion of sawlogs and sawmill producTs are effecTed largely

Through changes from inacTive To acTive STaTus, and vice versa, by

producers and sawmill operaTors. The IengTh of The work week and

The number of hours worked each day are also varied in order To

achieve The desired raTe of producTion. Very few firms, however,

ever operaTe more Than one shifT per day; mosT operaTe less Than

40 hours a week excepT during The monThs of peak producTion. Fre-

quenT changes in The raTe of producTion, especially when operaTions

are compleTely shuT down, obviously impose hardships upon laborers

who cannoT readily find oTher employmenT. Seasonal flucTuaTions

in producTion also add To The insTabiliTy of The markeT for saw-

Timber. However, The abiliTy of sawlog producers and sawmill

firms To quickly acTivaTe operaTions when condiTions are favorable

may be considered a desirable characTerisTic from The STandpoinT of

The employmenT provided To persons wiThouT alTernaTive employmenT

opporTuniTies. Also, many Timber owners are able To increase Their

markeTing opporTuniTies because of The relaTive ease wiTh which

They can iniTiaTe or reacTivaTe Their own logging or milling



l27

operaTions. There are, Therefore, boTh desirable and undesirable

aspecTs of The pronounced seasonal variaTions in The raTes of

producTion of sawlogs and sawmill producTs. An analysis of The neT

effecT upon welfare of The observed seasonal insTabiliTy is, how-

ever, beyond The scope of This sTudy.

lnvenTory ManagemenT
 

The greaT variabiliTy of The raTes of sawmill oquuT and saw-

log deliveries inTenSifieS The problems of invenTory managemenT.

In mosT cases adverse logging condiTions during The winTer or

Spring preclude The conTinuous delivery of sawlogs To The mills.

MosT full-Time sawmill firms build up sawlog invenTories in The

laTe summer and fall in order To mainTain sawmill producTion

ThroughouT The winTer and spring (Figures 5 and 6). Many firms,

however, disconTinue sawmill operaTions during some or all of The

winTer and spring. The build up in sawlog invenTories usually

IaSTs ThrOUghouT The winTer in Wisconsin and MinnesoTa. Sawlog

invenTories accumulaTed during The fall and winTer monThs musT be

largely eliminaTed by summer To prevenT large losses due To STain-

ing and insecT damage. This is especially True of The higher

qualiTy sofTwood and hardwood logs. AS sawmill producTion is

sTepped up in order To reduce sawlog invenTories, invenTories of

finished producTs also begin To accumulaTe (Figures 5 and 6) and

These musT also be reduced in order To diminish losses due To

sTaining and checking during The hoT summer monThs.

MosT large-scale sawmill firms (Those ThaT produced aT leasT

500 Thousand board feeT in l960) follow invenTory policies
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consisTenT wiTh The paTTerns described above. ThaT is, invenTories

of boTh sawlogs and sawn producTs are allowed To flucTuaTe, wiTh

The excepTion ThaT sawlog invenTories are builT up prior To periods

of adverse logging and hauling condiTions, and invenTories of boTh

sawlogs and finished producTs are kepT aT low levels during periods

of poor sTorage condiTions. Many small-scale sawmill firms follow

The same policies, excepT ThaT They do noT usually saw during The

winTer and spring and Thus do noT build up sawlog invenTories in

The fall. In general, sawmill firms Try To mainTain a more uniform

level of producT invenTory Than sawlog invenTory. Of The sawmill

firms ThaT responded To quesTions abouT Their invenTory policies,

abouT half indicaTed ThaT They Try To compleTely eliminaTe inven-

Tories of sawmill producTs aT all Times. Only I6 percenT of The

responding firms followed This same policy in managing sawlog in-

venTories. No more Than one firm in Ten indicaTed ThaT iTs policy

was To mainTain a fixed level of eiTher sawlog or producT inven—

Tories, or a fixed raTio of sawlog or producT invenTories To sawlog

receist or producT sales. A large number of sawmill firms have

no consisTenT policies regarding The managemenT of sawlog and

finished-producT invenTories. This is undersTandable Since The

supply of sawlogs and, To a lesser exTenT, The demand for sawmill

producTs are generally highly variable and unpredicTable.

Sawlog invenTories averaged 27 Thousand board feeT for

sampled small-scale mills and I95 Thousand board feeT for sampled

large-scale mills in l960. Expressed as a percenTage of average

sawmill oquuT in I960, average sawlog invenTories amounTed To

abouT l4 percenT of sawmill producTion for boTh small-scale and
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large-scale mills. lnvenTories of sawn producTs averaged 32 Thou-

sand board feeT for small-scale mills and 326 Thousand board feeT

for large-scale mills in I960. As a percenTage of sawmill oquuT,

average producT invenTories amounTed To I6 percenT and 22 percenT

for small-scale mills and large-scale mills, respecTively. How-

ever, if The largesT sawmill is excluded from The sample, average

producT invenTories for The remaining large-scale mills would

amounT To I94 Thousand board feeT and I4 percenT of average produc-

Tion by These mills.

Sawmill firms were asked wheTher biological facTors or econ-

omic and Technical facTors imposed limiTaTions on The volume of

sawlogs and finished producTs They were able To hold in invenTory.

AbouT 45 percenT of The sampled sawmills indicaTed ThaT economic

and Technical facTors affecTed Their invenTory policies by imposing

limiTaTions on The volume of sawlog invenTories They could main-

Tain. The cosT of The sawIOg maTerial iTself as well as The oppor-

TuniTy cosTs of carrying invenTories were menTioned by 20 percenT

of The sampled sawmills. Financial limiTaTions were menTioned wiTh

abouT The same degree of frequency by all Size classes of mills.

AnoTher 23 percenT indicaTed ThaT The Size of Their sTorage yards

prevenTed Them aT Times from holding as much volume as They would

like. These Two limiTaTions are especially criTical during The

high sawlog invenTory period in The fall and winTer. OTher facTors

such as The limiTaTions of log-handling equipmenT were menTioned

by a few firms. Biological facTors such as STain, checking, and

insecTs, also limiT The volume of sawlog invenTories STored by

sawmills in The region. AbouT 54 percenT of The sawmills in The
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sample reporTed ThaT one or more of These facTors prevenTed Them aT

Times from sToring as much volume as They would like. AbouT 35

percenT of The sampled sawmills reporTed ThaT STain limiTed The

volume of sawlogs They could sTore. Boring insecTS were menTioned

as a limiTing facTor by 20 percenT of The sampled sawmills and

checking by 6 percenT. Hardwood-grade mills and mills ThaT produce

mainly manufacTured producTs oTher Than palleTs and conTainers are

more frequenle limiTed by biological facTors Than oTher mills.

AbouT half of The sawmills ThaT experienced eiTher economic and

Technical limiTaTions or biological limiTaTions To Their sawlog

invenTories were limiTed To IOO Thousand board feeT or less.

Nearly half of The sampled sawmills indicaTed ThaT The volume

of sawmill producTs They could sTore was limiTed aT Times by econ—

omic and Technical facTors. Economic and Technical consideraTions

were menTioned as imposing limiTaTions on producT invenTories abouT

as ofTen as They were for sawlog invenTories. Biological facTors

were menTioned less frequenle in The case of producT invenTories

Than in The case of sawlog invenTories. LimiTaTionS To The volume

of sawmill producTs ThaT can be STored occur wiTh abouT The same

degree of frequency for all sawmill size classes. The causes of

These limiTaTions are also abouT The same for each Size class.

The financial cosT of holding producT invenTories limiTs The

volume of sawmill producTs ThaT can be STored for 2| percenT of The

sawmills sampled, and sTorage space imposes limiTaTions for l3 per-

cenT of The sawmills in The sample. Biological facTors such as

STain, insecT damage, checking, and warping limiT The volume of

finished producTs which can be STored for I9 percenT of The sampled
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firms. A considerable number of palleT mills also reporTed ThaT in-

venTories of palleT lumber musT be kepT relaTively small To prevenT

excessive drying which causes difficulT nailing.

O

MarkeT OuTleTs
 

Five Types of markeT ouTleTs were recognized in This sTudy:

manufacTurers, indusTrial users, wholesalers, reTailers, and noncom-

mercial final consumers. ManufacTurers are firms which remanufacTure

sawmill producTs inTo oTher producTs such as furniTure and furniTure

parTs, flooring, millwork, palleTs, and conTainers. lndusTrial

users are firms which use sawmill producTs wiThouT subsTanTiaIly

changing Their form; included are building conTracTors and The many

users of palleTs, craTing, and conTainers. Wholesalers buy from

sawmill firms and resell To oTher commercial users of sawmill

producTs--manufacTurers, indusTrial users, reTailers, and oTher

wholesalers. A few brokers, inTermediaTe markeTing agenTs who han—

dle sales on a commission basis buT do noT Take TiTle To The maTerial,

are included in The wholesaler caTegory. ReTailers operaTe lumber

yards and Sell largely To noncommercial final consumers. Whole-

salers and reTailers ofTen carry ouT such finishing operaTions as

seasoning, surfacing, and grading, buT They usually do noT process

sawmill producTs beyond These sTages. Noncommercial buyers include

farmers and The do-iT-yourself Trade.

The vasT majoriTy of The volume produced by sampled sawmill

firms is sold wiThin The sTudy region To manufacTurers, indusTrial

users, and wholesalers. ManufacTurers boughT 4l percenT of The

ToTal volume of sawmill producTs sold by sampled mills in I960
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(Table I5). lndusTrial users and wholesalers accounTed for l9 per—

cenT and 20 percenT, respecTively. The remaining 20 percenT of

sawmill oquuT was sold To noncommercial final consumers and reTail-

ers. IT is evidenT from Table I5 ThaT large firms sell a larger

Share of Their oquuT To manufacTurers, indusTrial users, and

wholesalers Than do small firms. Small firms Tend To sell a larger

Share of Their oquuT To local buyers.

IT is noT surprising ThaT The markeT Shares held by The

various Types of buyers vary among producT groups. Table I6 in-

dicaTes ThaT hardwood-grade mills sell close To Two-Thirds of Their

lumber direchy To manufacTurers and abouT one-fifTh To wholesalers.

DirecT sales To indusTrial users accounT for over half of The vol-

ume sold by The producers of palleTs, boxes, and craTes, and nearly

one-fourTh of Their oquuT is sold To wholesalers. Finns producing

predominanle palleT maTerial and craTing sell abouT half of This

maTerial To The manufacTurers of palleTs, boxes, and craTes; whole-

salers and indusTrial users also accounT for a large share of This

markeT. Mills ThaT produce predominanle flooring sTock sell abouT

Two-Thirds of Their oquuT direcTIy To manufacTurers. SofTwood-

lumber producers sell nearly Two-Thirds of Their oquuT To reTail-

ers and noncommercial final consumers. The remaining producT groups

lisTed in Table I6 exhibiT a more uniform disTribuTion of sales

among The differenT Types of buyers. The markeT Shares lisTed in

Table I6 are based upon all The producTs produced by each producT

group. A separaTe analysis of each producT would probably reveal

a narrower range of buyer Types for each individual producT.
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Table I5. DisTribuTion of sales by Type of buyer for each Size

class of sawmill sampled, I960

 

Sawmill size class

 

Type of buyer IOOO M

l-99 M IOO-499 500-999 bd.fT. a

bd.fT. M bd.fT. M bd.fT. or more ToTal

 

(PercenT of sales)

 

ManufacTurer 23 38 44 42 4|

lndusTrial user ll l7 I4 . 20 I9

Wholesalerb l5 I5 2| 2| 20

ReTailer —- 2 6 ~ 7 6

Noncommercial c

final consumer 5| 28 l5 l0 l4

IOO IOO l00 IOO IOO

 

8Includes The 7 mills which could noT be classified by size.

bIncludes brokers.

C O I 0

May Include some bUIldlng conTracTors, mosT of whom were clas—

sified as indusTrial users.
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Table I6. DisTribuTion of sales by Type of buyer for each

producT group, l960

Type of buyer

ProducT Noncom-

groupa Indus- mercial

Manufac- Trial Whole- ReTail- final

Turer user saler er consumerC ToTal

(PercenT of sales volume)

Hardwood

, grade 65 9 2| I 4 I00

PalleTs,

boxes, and 8 58 23 d || l00

craTes

PalleT

maTerial 54 I7 I9 I 9 l00

and craTing

ManufacTured

producTs ex—

cepT palleTs, I7 33 I 24 25 l00

boxes, and

craTes

Low-grade

hardwood I6 I9 24 9 32 I00

lumber

SofTwood

lumber I7 3 I7 35 28 IOO

Railroad

Ties 27 25 29 d I9 IOO

Flooring

sTock 65 3 6 I 25 I00

Unclassified 65 II 3 4 I8 IOO

 

aSee Appendix C, Table | for descripTion of producT groups.

Includes brokers.

C O O 0

May Include some bUlldlng conTracTors, mosT of whom were clas-

sified as indusTrial users.

d
Less Than 0.5 percenT.
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AddiTional informaTion abouT The number and Types of markeT

ouTleTs is presenTed in Table I7. IT is evidenT ThaT a very Small

percenTage of The sampled firms fiT The classic image of The

"capTured mill." Over 90 percenT of boTh small-scale and large-

scale mills had more Than one markeT ouTleT in l960. However, be—

cause of The small size of mosT sawmill operaTions and The inade-

quacy of markeT informaTion, sales accounTs wiTh commercial buyers

are generally limiTed To only Two or Three accounTs. For example,

90 percenT of The small-scale firms sampled and abouT Two-Thirds

of The large-scale firms sold To less Than five manufacTurers

apiece in l960, and over 60 percenT of boTh size classes sold To

no more Than one indusTrial user, wholesaler, or reTailer.

The following TabulaTion shows The average number of buyers

and The average volume sold To each buyer by sampled sawmills in

   

    

l960:

Average number Average sales volume

Mill size class of buyers per buyer

All Commercial All Commercial

bgye rs buyers buyers buyers

(M bd.fT.) (M bd.fT.)

| - 99 I8 2 4 20

IOO - 499 38 5 6 30

500 - 999 42 l8 I6 33

IOOO or more 67 33 29 55

IT is apparenT ThaT large sawmill firms have more and larger buyer

accounTs Than small firms. Large-scale mills generally have from

Three To six Times as many accounTs wiTh commercial buyers Than do

small-scale mills. The difference in The average Size of commer-

cial accounTs is noT subsTanTial, however. Judging from The
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Table I7. PercenTage of sawmills ThaT sold To each Type of buyer, by

number of buyers and size class of sawmill, l960

 

 

 

 

 

Type Number of buyers

Of IO- 20- 50- IOO- 500cn- ToTal

buyer 0 | 2-4 5-9 I9 49 99 499 more

Small-scale mills, IOO-499 M bd. fT.

ManufacTurer 3| 24 35 4 4 2 -- -- -- IOO

'“dUSTF'a' 7| I2 9 3 3 I I -- -- |00
user

Wholesaler 68 l7 I4 I -- -- -- -- -- I00

ReTailer 9| 4 3 I l a -- -- -- I00

Noncommer-

cial final 43 8 6 3 2 8 9 2i —- I00

consumer

All Types -- 9 32 I4 8 8 I0 I9 -- IOO

Large-scale mills, 500 M bd. fT. or more

ManufacTurer 24 7 33 I5 l0 8 3 -- -- l00

'“dUSTr‘a' 6| 8 I3 6 6 5 5 I -- I00
user

Wholesaler 44 I8 25 6 4 2 l -- -- I00

ReTailer 84 4 . 3 4 2 l l l -- IOO

Noncommer-

cial final 63 6 5 2 2 6 4 II I IOO

consumer

All Types -- 8 I7 22 I5 l8 6 I2 2 IOO

 

aLess Than 0.5 percenT.
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average volume sold To each commercial buyer, iT appears ThaT mosT

sawmill firms, especially Those ThaT produce less Than 500 Thousand

board feeT annually, make no more Than Two or Three sales To each

commercial buyer in The course of a year.

Sawmill firms in The sTudy region generally sell mosT of Their

oquuT in a fairly limiTed markeT area. Sales TerriTories increase

in size wiTh increasing sawmill Size. They also vary in Size among

The producT groups. The maximum disTance The sampled firms Shipped

Their producTs in I960 averaged I72 miles. In general, firms ThaT

sold predominanle high-value producTs reached ouT To more disTanT

markeTs Than oTher firms. Nearly Two-Thirds of The mills sampled

did noT sell ouTside Their home STaTes. MosT of The remaining

mills were limiTed To markeT ouTleTs wiThin The NorTh CenTral Region,

buT as many as 4 percenT of The sample sold To ouTleTs in foreign

counTries.

QuesTions abouT The adequacy of markeTs for sawmill producTs

produced in The sTudy region cannoT be answered compleTely wiThouT

a more Thorough undersTanding of The economic characTerisTics of

each of The broad Types of markeT ouTleTs recognized in This sTudy.

MarkeT characTerisTics such as variabiliTy of demand, markeT power

relaTionships, and The geographical disTribuTion of The buyers

would have To be sTudied in depTh. However, Two Things are evidenT

from The above analysis. Firsle, nearly all sawmill firms have

sufficienT markeTing opporTuniTies so ThaT They are able To choose

among Two or more buyers. Secondly, The majoriTy of sawmill firms

reach only The markeT ouTleTs locaTed wiThin Their respecTive home

sTaTes, and very few reach markeTs ouTside The sTudy region. The
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relaTively small volume sold Through wholesalers may offer a parTial

explanaTion. IT is generally recognized ThaT wholesalers provide

sawmill firms wiTh The opporTuniTy of increasing The number and The

varieTy of markeT ouTleTs for Their producTs. For insTance, Ho (23)

in WeSTern Oregon and Teeguarden (74) in The CenTral Sierra Nevada

Region of California concluded ThaT small sawmill firms were aT a

disadvanTage in comparison To large sawmills because The laTTer

sold proporTionalIy more of Their oquuT Through wholesalers and

Thus realized The benefiTs of selling To a larger and less variable

markeT. However, over half of The oquuT of even The smalleST saw-

mill size class recognized in Those Two STudies was sold Through

wholesalers and brokers. In conTrasT, sofTwood-lumber producers

in The sTudy region sold only l7 percenT of Their oquuT To whole-

salers. AdmiTTedly, markeT condiTions are subsTanTially differenT

in The WesT, and sawmills in The sTudy region may realize some

advanTages by selling direchy To poTenTiaI buyers. NeverTheless,

Increased conTacTs wiTh wholesalers would seem To offer sawmill

firms in The sTudy region a greaTer choice of poTenTial buyers and

an efficienT means of improving Their knowledge of markeT condi-

Tions.

Selling PracTiceS and Policies
 

Nearly all sales are made aT The mill, and They are usually

handled by The sawmill operaTor who acTS as boTh producTion manager

and sales manager. Very few sawmill firms operaTe a separaTe reTail

or wholesale yard or a sales office aparT from The mill. Only The

largesT firms have conTinuous conTacT wiTh The major wholesale
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markeTs for Their producTs. MosT firms make sales aT frequenT inTer-

vaIS To local farmers and The do—iT-yourself Trade, buT such sales

are largely limiTed To The medium and lower grades of consTrucTion

lumber. In The course of a year, small firms may have only from

one To four conTacTs wiTh commercial buyers; large firms may be con-

TacTed on a monThly or weekly basis depending on The Size of mill.

In general, The buyer Takes The iniTiaTive in conTacTing The sawmill

firm, usually by Telephone or by viSiTing The mill. Only The largesT

sawmill firms have an organized sales deparTmenT. The use of price

or sTock lisTS and adverTising in Trade publicaTions are uncommon

among all buT The largesT sawmill firms.

Selling procedures differ considerably depending on wheTher The

producT is sold ouT of invenTory or wheTher iT is produced To fill a

previously obTained order. ProducTs such as hardwood grade, hardwood

consTrucTion lumber, railroad and mine Ties, sofTwood consTrucTion

lumber, hardwood flooring sTock, and ungraded poor-qualiTy hardwood

lumber are generally sold ouT of invenTories. On The oTher hand,

palleTs, craTes and boxes, palleT maTerial, and craTing and blocking

are usually sold on a prior-order basis; ThaT is, orders are re-

ceived before The producTs are produced.

Two producT groups--firms ThaT concenTraTe on The producTion

of palleTs, boxes and craTes or palleT maTerial and craTing--

generally operaTe on a prior-order basis. Orders may Specify a

Specific number of iTemS To be purchased or They may be of The

blankeT order Type. The laTTer is commonly used in The sale of pal-

leTs. A blank order for palleTs STaTes The ToTal number ThaT a pro-

ducer may be expecTed To supply for The duraTion of The conTracT;
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Then releases for a specific number of palleTs are made periodically.

SuTherland (7|), in his sTudy of The use of palleTs by The auTO

indusTry, reporTed ThaT purchase orders for palleTs usually con-

sisTed of blankeT orders Of Three-monThs duraTion. For The sawmills

sampled in The Two producT groups, purchase orders usually were of

Two To four weeks duraTion. Prices are seT by negoTiaTion wiTh The

buyer or by compeTiTive bidding among suppliers. Pricing on The

basis of bids is commonly used in selling palleTs and, To a lesser

exTenT, boxes and craTes. Prices for palleT maTerial and craTing

are usually eiTher specified by The buyer or deTermined Through

negoTiaTion. MOST purchase orders STipulaTe ThaT prices are To be

fixed for The duraTion Of The conTracT. Many of The sawmill firms

in The sample, however, complained ThaT alThough They were held To

The agreed price, buyers ofTen cancelled conTracTs or forced The

mills To renegoTiaTe a lower price.

Firms ThaT sell on a prior-order basis Tend To devoTe more

Time and efforT To The pricing of Their producTs Than firms ThaT

sell from invenTories. When selling on a prior-order basis, The

decision of wheTher or noT To produce The producT and The pricing

decision are coincidenTal and muTually dependenT. The sawmill firm

musT Take inTo consideraTion noT only The markeT price and The price

an individual buyer may be willing To pay, buT iT musT also deTer-

mine The price ThaT will be required To cover producTion cosTS and

an allowance for profiT. A minimum accepTable price based upon The

average cosT per uniT of oquuT plus an allowance for profiT is The

mosT frequenTIy used criTerkyiin pricing sawmill producTs which are

sold on a prior-order basis. This CFlTeFlelS especially imporTanT
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in sales made by compeTiTive bidding among supplies. Unlike The

negoTiaTed sale, where The buyer may ofTen accepT a price which is

above The seller's minimum accepTable price, in a bid sale The

seller is more likely To quoTe a price equal TO his minimum accepT-

able price in order To increase his chances of underbidding rival

suppliers.

Selling procedures and pricing policies are considerably dif-

ferenT for producTs which are normally sold ouT of invenTories. 0r-

ders for These producTs may specify a specific volume of maTerial,

or They may call for a "Truck load" or whaTever volume The mill has

in invenTory. PaymenT for high-value producTs is normally made on

The basis of a grade Tally, buT low-grade producTs are commonly sold

on a mill-run basis. In eiTher case, mosT small and medium size

sawmill firms do noT scale Their own maTerial buT rely compleTely on

The buyer's Tally of grade and volume. Many Of These small and

medium Size firms have no personnel capable of grading lumber, and

ofTen The sales volume is TOO small To jusTify The hiring of an

independenT grader. For These reasons, The amounT of confidence

which The sawmill firm has in The fairness of The buyer's scale

plays an imporTanT role in The markeTing decision.

The pricing decision for producTs sold from invenTories is

usually made on The basis of The seller's undersTanding of markeT

price. The purchase of sawIOg maTerial and The cosTS of processing

Typically occur a few weeks To several monThs before The producTs

are sold. AT The Time of sale, all COSTS incurred in producTion are

sunk cosTs and They are noT affecTed by The pricing decision. There-

fore, firms ThaT sell from invenTories, unlike Those ThaT sell on a
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prior-order basis, pay IiTTle aTTenTion TO Their operaTing cosTS

buT base Their pricing decisions almosT enTirely on Their esTimaTes

of currenT markeT prices. The only indicaTion which many sawmill

firms have of markeT price is based upon Their laST sales Trans-

acTion. MarkeT informaTion from published sources and oTher mass

conmunicaTion media is limiTed and ofTen daTed. Since mosT small-

scale mills and many large-scale mills make sales or receive price

quoTaTions only aT infrequenT inTervals, Their knowledge of cur-

renT markeT condiTions is usually poor.

An indicaTion of The relaTive amounTs Of markeT power held by

sawmill firms and The buyers of sawmill producTs is Shown in Table I8.

The majoriTy of sampled firms in five producT groups indicaTed ThaT

Their principal producTs were usually sold aT The buyer's offered

price. In only one producT group--The producers of manufacTured

producTs OTher Than palleTs, boxes, and craTes--does iT appear ThaT

sawmill firms have The advanTage over buyers in seTTing prices. The

firms in This producT group deal wiTh a large number of reTailers To

whom They can apparenle dicTaTe prices. IT appears ThaT many saw-

mill firms, especially Those ThaT produce palleT maTeriaI and

craTing, railroad Ties, and flooring sTock, are faced wiTh The deci-

sion To eiTher accepT or rejecT The prices Offered by buyers. The

facT ThaT such a high proporTion of sales are made on The basis of

The buyer's Offered price is To a large exTenT a reflecTion of The

inadequaTe knowledge which mosT sawmill firms have of markeT con-

diTions. WiTh very liTTle knowledge of The prices OTher buyers are

offering or of his COSTS of producTion, The sawmill operaTor has

few argumenTs To supporT his case in negoTiaTing wiTh a buyer. Thus
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Table I8. Average number of commercial buyers and mosT common

meThod of price deTerminaTion, by producT grOUp, I960

 

MeThOd of price deTerminaTion

 

 

 

ProducT Average

number , . ,
group Buyer 5 Sawmlll s Nego-

- of com- . . . . .

mercial pr|ce pr|ce TIaT|on BId

buyersa

(PercenT of sampled mills)

Flooring sTock 0.8 94 -- 6 --

Railroad Ties I.2 87 4 9 -—

PalleT maTeri-

al and craTing I.4 7l 8 I9 2

Hardwood grade 3.9 6| 3 36 --

SofTwood lumber I.4 55 33 I2 --

Low-grade hard-

wood Iumber l.6 43 25 . 30 2

PalleTs, boxes

and craTes 5.6 32 20 25 23

ManufacTured

producTs excepT 55.9 30 50 20 --

palleTs, boxes,

and craTes

Unclassified . 3.9 23 23 50 4

All mills 3.8 57 I5 25 3

 

a O 0 O

ManufacTurers, lndusTrIal users, wholesalers, and reTaIIers.
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he can only rejecT The price if he Thinks iT is TOO low, or he can

accepT iT if he Thinks iT approximaTes The currenT markeT price or

if The added cosTs of obTaining OTher price quoTaTions would exceed

The probable gain in price. PerTinenT To This poinT is The high

negaTive correlaTion beTween The proporTion of mills ThaT sold aT

The buyer's price and The average number Of commercial buyers sold

To (Table I8). Aside from oTher aspecTs Of markeT power relaTion-

ships, The daTa presenTed in Table I8 give some supporT To The

noTion ThaT The greaTer The number of buyers a sawmill firm deals

wiTh, The more knowledge iT will have of markeT condiTions, and

The beTTer will be iTs bargaining posiTion.



CHAPTER 6

MARKET CONDUCT IN THE PROCUREMENT

OF SAWLOG MATERIAL

This chapTer is concerned wiTh how The sawmilling indusTry Ob-

Tains iTs supply of raw wood maTerial. There are Three general

ways in which sawmill firms acquire sawlog maTerial: They may

harvesT Timber from Their own land, buy sTumpage from oTher foresT

owners, or buy sawlogs from sawlog producers. The analyses in This

chapTer are focused on The markeTing relaTionships among sawmill

firms and foresT owners, sawlog producers and foresT owners, and

sawmill firms and sawlog producers.

Timber Handled
 

The sawlog maTerial procured by sampled sawmill firms in l960

consisTed of 84 percenT hardwood logs and I6 percenT sofTwood logs.

These prOporTions are almosT exachy equal To The proporTional dis-

TribuTion of The sawTimber resource among hardwoods and sofTwoods

in The NorTh CenTraI Region. The six mosT imporTanT species or

species groups and Their respecTive shares Of The ToTal volume of

sawlog maTerial received by sampled mills was as follows: oaks,

4I percenT; poplar, I6 percenT; hard maple, I2 percenT; sofT maple,

6 percenT; elm, 6 percenT; and red and whiTe pine, 4 percenT. OTher

Species which represenTed one percenT or more of ToTal receist in-

cluded: walnuT, beech, basswood, yellow birch, hemlock, whiTe birch,

I45



I46

cherry, and whiTe cedar.

Sawmill firms and producers generally handle all markeTable

species in Their wood procuremenT areas, yeT They Tend To concen-

TraTe on cerTain species depending upon The markeT ouTleTs They have

developed. The species preferred by sawmill firms naTurally differ

among The eighT producT groups recognized in This sTudy. For in-

sTance, manufacTurers of palleTs, boxes, and craTes prefer run-of-

The-woods oak, poplar, and elm, whereas producers of hardwood grade

lumber prefer high—qualiTy maple, basswood, cherry, walnuT, and

oThers. MOST firms do noT have highly resTricTive qualiTy specifi-

caTions; They generally accepT all qualiTy classes above a cerTain

minimum. Sawlog qualiTy specificaTions also vary according To The

kinds of sawmill producTs produced. Some firms, such as mills ThaT

produce hardwood grade, pay premium prices for The higher grades of

logs, buT firms ThaT produce producTs which do noT require high

qualiTy maTerial pay no differenTial based on log grade. Sawlog

sizes are usually specified by a minimum lengTh of 8 feeT. MosT

firms do noT handle logs over l6 feeT in lengTh. Many palleT and

conTainer producers buy bOlTs from 3 To 8 feeT in lengTh and down To

4 inches in diameTer.

BoTh sawmill firms and sawlog producers handle OTher Timber

producTs in addiTion To sawlogs. Sampled sawmill firms resold from

Their receist Of raw wood maTerial l5,223 Thousand board feeT of

OTher Timber producTs. This volume amounTed To abouT 4 percenT of

ToTal receist. The maTerial was resold as veneer logs, which ac-

counTed for over half of The volume, pulpwood, cooperage logs,

posTs, poles, piles, and OTher miscellaneous producTs.
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Timber producTs OTher Than sawlogs represenTed a large Share

Of The ToTal volume of raw wood maTerial handled by sawlog producers.

The following TabulaTion presenTs The volume of each Timber producT

sold by sawlog producers in I960 and The prOporTion which each

producT represenTed of The ToTal volume of producTs sold:

Volume PercenT of

in M bd.fT. ToTal volume
  

 

Sawlogs 45,495 53.l

Pulpwood 29,703 34.7

Veneer logs 6,980 8.l

Cooperage boiTs,

fuelwood, eTc. 3,445 4.0

POSTS, poles, or piles

(ToTal number I2,7l0) 63 (EsTimaTed) 0.l

All maTeriaI 85,686 l00.0

Localized NaTure of Wood ProcuremenT Areas
 

Sawmill firms acquire Their sawlog maTerial from smaller, more

localized markeT areas Than The markeT areas for The producTs They

produce. The Typical sawmill firm is in compeTiTion wiTh no more

Than Two or Three oTher sawmills for sawlog maTerial. Sawmills

wiThin a parTicular Timbershed are noT immune, however, To compeTi-

Tion from ouTside by pulp mills, especially for aspen, pine, spruce

and fir, and from cooperage mills, veneer mills and OTher sawmills

for The higher grades of oak, maple, walnuT and oTher species.

The wood procuremenT acTiviTies of mosT sawmill firms are con-

fined To a 30-mile radius of The mill. AbouT half of The sampled

sawmills obTained all of Their sawiog requiremenTs in l960 wiThin a

25-mile radius of Their respecTive mills, and less Than 8 percenT

received sawlogs from beyond 75 miles. A few sawmills received
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sawlogs from disTances Of over I50 miles.

A producer's wood procuremenT area may lie wholly wiThin or

roughly coincide wiTh a sawmill firm's Timbershed, buT more ofTen iT

overlaps The Timbersheds of several sawmills. ProcuremenT areas of

sawlog producers are similar in size To Those of sawmill firms.

Sligthy over half of The sampled producers had procuremenT areas of

no more Than 20 miles in radius in l960 and less Than IO percenT

operaTed in an area greaTer Than 50 miles in radius. Truck hauling

disTances for sampled producers averaged 22 miles.

The wood procuremenT areas of sawmill firms are Typically

small because of The advanTages of locaTing processing faciliTies

close To The Timber resource. VariaTions in The size of wood pro-

curemenT areas can be explained largely by differences in The densiTy

of The Timber resource, in The size of mills, in The degree of compe-

TiTion for sawlog maTeriaI, and in The delivered prices of sawlogs.

Under similar condiTions, large mills require larger Timbersheds

Than smaller mills. An increase in size of Timbershed, as measured

by boTh The average and maximum Truck hauling disTances, wiTh in-

creasing size of sampled sawmill is shown in Table I9. The correla-

Tion beTween volume of producTion and size of procuremenT area was

noT quiTe as high for sawlog producers. The major difference in size

Of wood procuremenT area was beTween sampled producersvnx> sold more

Than |50 Thousand board feeT of sawlogs in I960 and Those INK) sold

less Than I50 Thousand board feeT. The laTTer group conTained many

parT-Time producers and many who harvesTed and sold sawlogs only from

Their own lands. The maximum hauling disTance averaged 3| miles for

The firsT group of producers and I8 miles for The second group.
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Table I9. Truck hauling disTances To sampled sawmills,

by size class, l960

 

Sawmill Mean average Mean maximum

size class hauling disTancea hauling disTance

 

(M bd.fT.) (Miles)

I - 99 8.7 l6.4

|00 - 499 I2.4 26.3

500 - 999 |6.2 . 38.I

l,000 or more 22.0 53.5

All mills |5.8 36.6

 

8Mean of The average hauling disTances reporTed.

bMean of The maximum hauling disTances reporTed.
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Considerable variaTion is found among The producT groups in

regard To The size of wood procuremenT areas. (See Table 20.)

Firms ThaT produced primarily hardwood grade, palleTs and conTain-

ers, or oTher manufacTured producTs in l960 generally reporTed

larger wood procuremenT areas Than oTher firms whose principal

producTs were generally of lower value. The larger procuremenT

areas reporTed by firms ThaT produced high—value producTs may be

explained in parT by The generally larger size of These firms. How—

ever, parT Of The explanaTion may be due TO The higher raTio of

sawlog prices TO hauling cosTs per uniT-mile for These firms in com-

parison To firms in oTher producTs groups. For example, The aver-

}age price paid for delivered sawlogs in I960 was lowesT for flooring

sTock mills, The group wiTh The smallesT wood procuremenT areas on

The average, and highesT for hardwood-grade mills, The group wiTh

The largesT wood procuremenT areas on The average.

The use of Trucks is The mosT common means Of TransporTing

sawlogs in The sTudy region. Some 89 percenT of The sampled saw-

mills received all of Their sawlog maTerial by Trucks in I960.

Truck TransporTaTion accounTed for 9| percenT of The sawlog volume

delivered To sampled mills. A few sawmills received sawlogs ThaT had

been TransporTed all or parT of The way by rail. Railroads accounTed

for 5 percenT of The sawlog volume delivered To sampled sawmills.

OTher means of TransporTaTion, such as skidding or hauling by

TracTors, accounTed for only 4 percenT Of The volume received by

sampled mills. PorTable sawmills ThaT had seT up operaTions wiThin

Timber sTands accounTed for a large share of The mills ThaT re-

ceived sawlogs by skidding and hauling wiTh TracTors.



|5l

Table 20. Truck hauling disTances To sampled sawmills,

by producT group, l960

 

 

Mean average Mean maximum

ProducT group hauling hauling

disTancea disTanceb

(Miles)

Hardwood grade 23.0 53.5

ManufacTured producTs excepT

palleTs, boxes, and craTes I9.8 45.8

PalleTs, boxes, and craTes I5.3 39.0

SofTwood lumber l4.7 35.2

PalleT maTerial and craTing l3.2 27.4

Low-grade hardwood lumber l2.2 27.3

Railroad Ties 9.4 I7.6

Flooring sTock 9.0 9.4

 

aMean of The average hauling disTances reporTed.

bMean Of The maximum hauling disTances reporTed.



I52

Sources Of Sawlog MaTerial
 

Sampled sawmills in I960 acquired 37 percenT of Their ToTal

sawlog maTerial requiremenTs from sTumpage purchases, l4 percenT

from Their own land, and 49 percenT by sawlog purchases from oTher

markeTyagenTs.

Landownership Source

The landownership source of The sawlog maTerial used by saw-

mill firms in The sTudy region depends primarily upon The paTTern

of landownership wiThin The sawmill firms' wood procuremenT areas

and The volume of sawTimber held by each Type Of landowner. Farm

ownerships accounT for 4| percenT of The ToTal commercial foresT

land in The region and supply nearly half Of The sawlog maTerial

used by sawmills. The following TabulaTion shows The percenTage of

ToTal volume received from each landownership source and The per-

cenTage of sampled mills ThaT received sawlog maTerial from each

source in I960:

PercenT PercenT

of volume of mills

Sawmiller's own land I4 20

Farmers 46 79

OTher privaTe 2| 39

NaTional foresTs IO 20

STaTe and OTher public __2_ l7

|00

Sawlog maTerial purchased from privaTe landowners accounTed for

abouT Two~Thirds of The ToTal volume acquired by sampled mills in

l960. AbouT 62 percenT of The sawmill firms acquired all of Their

sawlog maTerial from privaTe lands, including Their own land.
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Sampled sawmills acquired I4 percenT Of Their sawiog requiremenTs

from Their own land, buT The sample daTa probably overesTimaTe The

imporTance of This source. Four firms in Wisconsin, each ranking

among The largesT firms in The regional sample, accounTed for 63 per-

cenT Of The volume obTained from land owned by sawmill firms. Ex-

cluding These four firms, sawlog maTerial from sawmill-owned land

represenTed 6 percenT of ToTal sawlog requiremenTs for The remaining

mills in The sample. This laTTer figure is probably more repre-

senTaTive of The sTudy region as a whole.

Landownership sources of sawlog maTeriaI handled by producers

are similar To Those of sawmill firms. However, sawiog producers

7 generally acquire a greaTer proporTion of Their requiremenTs from

farmers and They also Tend TO limiT Their purchases To a fewer num-

ber Of landownership Types. The prOporTion of The ToTal volume re-

ceived from each landownership source in l960 and The proporTion

of sampled producers who obTained sawlog maTerial from each source

is given in The following TabulaTion:

 

PercenT PercenT of

of volume _producers

Producer's own land 6 24

Farmers 57 60

OTher privaTe 20 28

NaTional foresTs 9 8

STaTe and OTher public 8 I3

l00

Sawlog producers, like sawmill firms, acquired sligthy more Than

80 percenT of Their sawlog requiremenTs from privaTely owned land.

AbouT 8O percenT of The sampled producers acquired all of Their

sawlog maTerial from privaTely owned land, including land owned
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by producers Themselves.

The imporTance of various landownership sources differs some-

whaT among mills requiring differenT species and qualiTies of saw-

log maTerial because The species and qualiTy composiTion of The

Timber resource varies among differenT Types of landowners. The

relaTive imporTance of differenT landownership sources varies liTTle

among sawmill and producer firms of differenT sizes wiTh The ex-

cepTion of The share Of The ToTal volume obTained from land owned

by sawmill firms or producers. ExcepT for a few large-scale mills,

sawmill firms ThaT produce less Than I00 Thousand board feeT

annually normally obTain a larger share of Their sawlog requiremenTs-

from Their own land Than do larger mills. Similarly, The propor-

Tion of ToTal requiremenTs obTained by sampled producers from Their

own land decreased from 26 percenT for firms ThaT produced less

Than 50 Thousand board feeT of sawlogs in I960 To 2 percenT br firms

ThaT produced more Than 500 Thousand board feeT. Sawmilling is a

sideline To mosT sawmill firms ThaT produce less Than IOO Thousand

board feeT per year. OfTen iT is used primarily as a means of

increasing The reTurn from growing sawTimber. Many of These firms

do noT purchase sawlog maTerial from OTher sources. The opporTuniTy

To realize a larger gross reTurn from Their sawTimber also moTivaTes

many foresT owners TO assume The producer funcTion and sell Their

sawTimber as cuT logs delivered To The mill raTher Than as STumpage.

Many of These individuals limiT Their producer acTiviTies TO Their

own sTumpage.
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VAgenT Source

Sawmill firms and sawlog producers carry ouT nearly 90 percenT

of The sawlog procuremenT acTiviTy wiThin The sTudy region. The

following TabulaTion IiSTs The prOporTion of The ToTal volume Of

sawlog maTeriaI ThaT was obTained from each agenT source and The

prOporTion Of sampled mills ThaT received sawlogs from each source

 

in I960:

PercenT PercenT

Of volume of mills

Sawlog producers (using

own employees) 48.l 69.8

Sawmill firms (using own

employees) 42.2 64.8

Loggers conTracTed by saw-

mills Or producers 9.4 I3.6

Dealers 0.3 I.5

l00.0

Sawlog producers--including landowners VWKD harvesTed and/or de-

livered Their own sawlogs--supplied nearly half of The sawlog

volume received by sampled mills in l960. SevenTy percenT of The

sawmill firms purchased some sawlogs from producers. MOST of The

volume (86 percenT) acquired from sawlog producers was boughT on a

f.o.b. mill basis; of The remainder, The majoriTy was purchased aT

a roadside and The resT f.o.b. railroad. Sawmill firms ThaT car-

ried ouT Their own logging and hauling supplied abouT 42 percenT of

The ToTal sawlog volume. AbouT one-fiffh of The sawlog producers

and a similar proporTion of sawmill firms subconTracTed parT or all

of Their logging and hauling OperaTions. ConTracT loggers accounTed

for 9 percenT of all sawlog maTerial acquired by sampled mills in

l960. Less Than 2 percenT Of The sampled mills purchased sawlog
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maTerial from dealers, who supplied less Than 0.3 percenT of ToTal

sawlog receist.

Sawmills ThaT produce predominanle palleTs, boxes, and craTes

or flooring sTock log and haul very liTTle of Their sawlog require-

menTs. The mills in These Two producT groups logged and hauled only

9 percenT and 22 percent respecTively, of Their sawlog receist in

I960, as compared To 43 To 53 percenT for oTher producT groups.

Many sawmill firms, especially Those ThaT produce hardwood grade,

conducT Their own logging operaTions because They have more skill

and experience Than The average producer in locaTing, buying, and

logging The highly valued species and grades of sawTimber ThaT are

preferred. PalleT and conTainer mills use low-qualiTy hardwoods

of any species excepT The very hardesT such as hickory. LiTTle

skill and experience is needed To buy and log This kind of maTerial,

and mosT sawmill firms are able To acquire a sufficienT supply from

producers. The facT ThaT flooring sTock mills use oak almosT ex-

clusively and do noT demand high qualiTy may parle explain why

These sawmills do such a small Share Of Their own logging and hauling.

OTher facTors, such as The sawmiller's knowledge of logging Opera-

Tions, his abiliTy To finance logging equipmenT, his abiliTy To

manage boTh The milling and logging OperaTions, and The supply of

sawlogs offered by producers, also deTermine The amounT of logging

and hauling performed by sawmill firms.

The share of The ToTal logging and hauling performed by saw-

mill OperaTorS decreases as size of sawmill increases. MOST small

sawmills do Their own logging and hauling in order To uTilize Their

employees more efficienle and because The alTernaTive employmenT
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opporTuniTies for The operaTors Of These mills are usually poor.

Many small sawmills produce an insufficienT volume To operaTe year-

round. In order To reTain compeTenT employees, These mills offer

a longer period of employmenT To Their employees by using The

same personnel for milling and wood procuremenT operaTions. Larger

sawmills which produce a sufficienT volume To keep Their mill

workers employed all or mosT of The year have less incenTive TO do

Their own logging. Producers are also more willing To sell To

large sawmills because These mills offer a more sTable demand for

sawlogs, and also because individual producers can sell larger

volumes To These mills.

STumpage ProcuremenT by Sawmill Firms
 

Sawmill firms obTain a large share of Their sawlog require-

menTs by The direcT purchase of sTumpage from foresT owners. Nearly

Three-fourThs of The sawmills sampled in l960 purchased sTumpage for

aT leasT parT of Their wood requiremenTs. MOST purchases were made

from farmers and oTher privaTe owners of small foresT holdings. The

average size of sTumpage purchase and The average number of land-

owners ThaT sampled firms bOUghT from in I960 are lisTed below:

  

Sawmill Average volume Average number of

size class _per purchase sTumpage sellers

(M bd.fT.) (M bd.fT.)

l00 — 499 ' 29.6 4.6

500 or more 27.9 l7.9

The small size of The average sTumpage purchase made by boTh small-

scale and large-scale sawmill firms is evidenT. The above averages

include The relaTively large TracTs, which OfTen conTain from one



I58

To five million board feeT, purchased from public lands. STumpage

purchases from privaTe landowners make up The vasT majoriTy of

acquisiTions and These purchases may be somewhaT smaller Than The

above averages. Large-scale firms apparenle do noT acquire larger

Timber TracTs on The average Than small-scale mills buT make a

greaTer number of purchases in order To fulfill Their needs.

MeThods of STumpage AcquisiTion

The supply side of The sTumpage markeT consisTs of over one

million small farm woodloTs and oTher privaTe ownerships plus a

limiTed number of naTional foresTs, sTaTe foresTs, and oTher public‘

holdings. To a large degree, each TracT of sawTimber represenTs

a disTincT commodiTy in a localized markeT deTermined by The sphere

of influence of a limiTed number of sawTimber buyers. Each TracT

has iTs peculiar characTerisTics wiTh regard To The species, size,

and qualiTy composiTion of The Timber, The ease wiTh which The

TracT can be logged, and The disTance To The nearesT sawmill. There

is no organized sawTimber markeT for The enTire sTudy region. STump-

age prices are deTermined Through negoTiaTions beTween a buyer and

seller for each individual sale raTher Than by a markeT price re-

sulTing from The unresTricTed inTeracTion of all buyers and sellers

in The region. WiTh The excepTion of The Au Sable ForesT ProducTs

AssociaTion aT EasT Tawas, Michigan, The only sales cooperaTive for

foresT producTs known To exisT in The region, markeT TransacTions

Take place aT widely dispersed IocaTions. Because of The wide

spaTial separaTion of markeT parTicipanTs, adequaTe communicaTion

of markeT news is of viTal imporTance. However, unlike mosT farm
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crops, weekly or even monThly reporTs of markeT condiTions for saw-

Timber sTumpage are noT generally available from popular mass-

communicaTion media. The exchange of knowledge among markeT parTi-

cipanTs is almosT enTirely by word of mouTh. MarkeT characTerisTics

which impede The flow of markeT informaTion, such as The difficulTy

of idenTifying and measuring qualiTy differences in sawTimber, The

_ greaT diversiTy of The Timber resource, The infrequency of markeT

TransacTions by sawmill firms, producers, and landowners in parTi-

cular, and The dispersed locaTion of sTumpage sellers, were exam-

ined in an earlier secTion.

Sawmill firms ThaT rely on sawTimber purchases for mosT of

Their sawlog requiremenTs are almosT consTanle looking for avail-

able sawTimber. During much of Their spare Time, sawmill operaTors

Travel ThroughouT Their wood procuremenT areas looking for suiTable

TracTs of Timber. They are usually familiar wiTh The majoriTy of

The woodloTs and foresT owners wiThin Their Timbersheds. PrivaTe

foresT owners also seek ouT buyers buT Their efforTs are normally

only periodic since mosT privaTe landowners make Timber sales only

once every 5 To 20 years. However, because of The greaTer number of

foresT owners, The proporTion of sTumpage sales which are iniTiaTed

by foresT owners is abouT equal To The proporTion iniTiaTed by

sawmill firms.

The meThods ThaT sawmill firms use in gaThering informaTion

abouT The availabiliTy of sawTimber sTumpage are noT very sophisTi-

caTed. MosT sawmill operaTors, regardless of size of mill or

principal producT produced, iniTiaTe sTumpage purchases by personally

conTacTing landowners. Personal conTacTs include face-To-face



I60

encounTers as well as Telephone conversaTions. As shown in The

TabulaTion below, 62 percenT of The sampled sawmill firms ThaT

boughT sTumpage in l960 indicaTed ThaT They used personal conTacTs

only. AbouT one-fifTh indicaTed ThaT They rarely Took The iniTia-

Tive and followed no regular policy. Less Than l5 percenT con-

TacTed sellers Through The mail or by adverTising. Only five firms

employed buyers or regularly paid commissions To persons who in-

formed Them of poTenTlal sTumpage purchases.

  

 

PercenT

MeThod of conTacT of sawmills

Personal conTacT only 62.3

Personal conTacT and by mail 9.9

Personal conTacT and adverTising 2.2

Mail and adverTising 0.9

Mail, adverTising, and free informaTion

from informers I.2

Mail, adverTising, and pays informers

a commission 0.6

Mail, adverTising, and employs a buyer 0.9

Rarely Takes iniTiaTive 22.0

lO0.0

The procedure followed in acquiring sawTimber from public

lands is somewhaT differenT Than ThaT used wiTh privaTe landowners.

STumpage sales from public foresTs are generally of Two Types.

Sales which conTain sTumpage in excess of a designaTed minimum

value (commonly 300 To 2,000 dollars, depending on The agency) are

adverTised locally and open To compeTiTive bidding. Smaller sales

are made by direcT negoTiaTion beTween The buyer and public agency

(40). The laTTer Type of sale, which is more prevalenT Than The

adverTised sale, is ofTen iniTiaTed by The sTumpage buyer.
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Sawmill firms have very flexible policies regarding The Timing

of sTumpage purchases and The proporTion of ToTal sawlog require-

menTs acquired by purchases of sTanding sawTimber. Large sawmill

firms ThaT obTain mosT of Their sawlog maTerial by purchasing sTump-

age ofTen line up poTenTial sTumpage purchases as much as a year

in advance of harvesTing. These firms generally aTTempT To secure

pledges and make purchases which will provide a year's supply of

sawlog maTerial. Many firms, especially among Those which rely

heavily on sTumpage purchases, depend upon sawlog deliveries by

producers To offseT variaTions in The supply of sawlog maTerial

acquired by direcT purchase from foresT owners. Small-scale sawmills,

parT-Time operaTors in parTicular, and firms ThaT rely largely on

sawlogs supplied by producers are less concerned abouT keeping a

backlog of available sTumpage. To many of These firms The acquisi-

Tion of sTumpage is primarily a maTTer of capiTalizing on forTuiTous

opporTuniTies. When sawTimber sTumpage is available, They may cuT

back on sawlog purchases from producers; when if is in shorT supply,

They may cuT down on sawmill producTion or increase purchases from

producers.

Sawmill operaTors musT personally inspecT sawTimber TracTs

before They can make an inTelligenT offer for The Timber. AfTer

making iniTial conTacT wiTh a landowner and finding ouT he is willing

To make a sale, The sawmill operaTor firsT inspecTs The Timber TracT

before making a firm offer. If The landowner has indicaTed a willing-

ness To accepT a lump sum for The enTire parcel, The buyer may make

a superficial survey of The TracT and offer a sum which is low

enough To cover any unfavorable errors he may make in esTimaTing
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Timber qualiTy or volume. If The iniTial quoTaTion is unaccepTable

and if The buyer demands a much higher amounT, a more deTailed

survey will ofTen be made before The buyer makes anoTher quoTaTion.

If The TracT is small, a one-hundred percenT Tally will ofTen be

made of each species, size, and qualiTy class--wiTh The sawmiller

using his own classificaTion sysTem. If paymenT is To be made on

The basis of a sawlog Tally, The buyer will normally walk ThroughouT

mosT of The TracT in order To geT a good idea of The species and

qualiTy composiTion before quoTing any prices. In order To deTer-

mine The reasonableness of offered prices, foresT owners musT ob-

Tain several bids, or compare The offered prices wiTh prices re-

ceived for similar sawTimber TracTs in The local area, or obTain The

advice of a reliable consulTanT who is familiar wiTh markeT condi-

Tions and capable of evaluaTing The worTh of sTanding Timber.

There is liTTle quesTion ThaT sawmill firms generally occupy

a superior bargaining posiTion when negoTiaTing sTumpage purchases

from privaTe foresT owners. Sawmill operaTors have far more exper-

ience in evaluaTing The inherenT worTh of various sawTimber sTands

and They are more familiar wiTh markeT condiTions. DaTa presenTed

earlier in This reporT indicaTed ThaT sawmill firms ThaT buy sTump-

age normally make from 5 To 20 sTumpage purchases per year as

well as numerous purchases from sawlog producers. On The oTher

hand, several sTudies of landownership in The sTudy region have

indicaTed ThaT privaTe foresT owners generally do noT Take an acTive

inTeresT in growing foresT producTs for sale and ThaT They make

sales of sawTimber only aT infrequenT inTervals (IS, 63, 64, 72,

77, lOl). Schallau's sTudy of privaTe foresT owners in souThern
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Michigan, an area Typical of much of The nine-sTaTe sTudy region,

revealed ThaT, of The landowners he inTerviewed, only 9 percenT had

received more Than one bid for The Timber They sold (63). FurTher-

more, 55 percenT admiTTed ThaT They had no basis for deTermining The

reasonableness of The prices They had received for sTumpage. Al-

Though privaTe landowners in The more densely foresTed areas of The

sTudy region may be beTTer prepared To make inTelligenT decisions

abouT The sale of sawTimber sTumpage (64), iT appears ThaT, in

general, sawmill firms have an advanTage over mosT privaTe owners

in negoTiaTing sawTimber purchases. The sample daTa provide some

evidence of This:

  

MosT common meThod of PercenT

sTumpagegprice deTerminaTion of sawmills

Sawmill's offered price 60

Landowner's price 9

NegoTiaTion 27

Sawmill's offered price and negoTiaTion 3

Sealed or aucTion bid I

IOO

Since mosT sTumpage purchases were made from privaTely owned land,

The above daTa indicaTe ThaT sawmill firms are generally able To seT

The price when buying sawTimber from privaTe foresT owners. This

was found To be Truefbr boTh The small-scale and large—scale sawmill

firms in The sample. The siTuaTion is reversed, however, when buy-

ing sawTimber from public lands. EiTher The price is deTermined by

compeTiTive bidding among buyers or, as is The case in The more

numerous small sales, The public agency seTs The price on The basis

of currenT markeT values.
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STumpage Purchase ConTracTs

A sTumpage purchase conTracT is an oral or wriTTen agreemenT

which Specifies The Terms of sale agreed To by The seller and buyer.

The Terms of sale usually differ considerably depending upon wheTher

The conTracT is made wiTh a public agency or a privaTe landowner.

In general, The Terms of sale for sTumpage purchased from public

lands are specified by The seller and, excepT for The price, are

usually noT subjecT To negoTiaTion. Each public agency (sTaTe and

federalzxpncies in parTicular) uses a formal wriTTen documenT

which always includes The species, sizes and quanTiTy of Timber To

be cuT, The meThod and Time of paymenT, The lengTh of Time in which

logging musT be compleTed, and applicable logging resTricTions (40).

Public sTumpage conTracTs normally require ThaT parTial or full

paymenT be made in advance of cuTTing. The UniTed STaTes ForesT

Service, for insTance, requires ThaT buyers mainTain a crediT--

eiTher by cash paymenTs or by crediTs for road consTrucTion and

oTher improvemenTs--equal To The value of The Timber expecTed To be

removed over a specified Time period. MosT public conTracTs require

ThaT all merchanTable maTerial be removed, and mosT are wriTTen for

periods of less Than one year. OTher provisions which are usually

specified include: resTricTions on The use of equipmenT or logging

layouT, uTilizaTion To sTaTed minimum Top diameTers, maximum sTump

heighTs, and provisions for imposing penalTies for unauThorized

cuTTing (40). These laTTer provisions are noT normally included

in sTumpage conTracTs negoTiaTed wiTh privaTe landowners.

ConTracTs for The purchase of sTumpage from privaTe landowners

vary considerably in conTenT buT usually include only a few brief
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oral or wriTTen sTaTemenTs. Only a few minuTes are needed To nego-

TiaTe a sTumpage purchase conTracT afTer The sawmiller has looked

over The TracT. The conTracT may be a simple sTaTemenT of The

amounT received by The landowner for all The markeTable Timber on a

given TracT. The price To be paid, The meThod of paymenT, and The

Time of paymenT are almosT always specified. In a number of cases,

The price To be paid is noT definiTe buT is conTingenT upon "The

.going price" for sTumpage or whaT The sawmill operaTor can geT for

The lumber. Some 80 percenT or more of The conTracTs include some

reference To The period of harvesT and The species and size of Tim-

ber To be cuT. OTher provisions, especially Those regarding The

conducT of logging operaTions, are usually "undersTood." ThaT is,

eiTher The landowner informs The sawmiller whaT pracTices will be

accepTable To him, or The sawmill operaTor assumes The responsi-

biliTy of doing a good Job.

WriTTen agreemenTs are used in The purchase of all sTumpage

from sTaTe and federal lands and for mosT of The volume purchased

from privaTe landowners. Of The volume purchased from privaTe

foresT owners by sampled mills in I960, 75 percenT was acquired

under wriTTen agreemenTs. Large-scale sawmill firms generally

boughT a higher proporTion of privaTe sTumpage under wriTTen agree-

menTs Than did small-scale firms. Sawmill firms Tend To use

wriTTen agreemenTs more frequenle when buying large TracTs. There-

fore, in Terms of The number of conTracTs negoTiaTed, wriTTen agree-

menTs probably acounTed for considerably less Than Three-fourThs of

The ToTal. STudies of privaTe landowners in The region have re-

porTed ThaT wriTTen agreemenTs are used in only abouT one-Third
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of The sTumpage sales made by privaTe foresT owners (I3, 63).

The facT ThaT The majoriTy of privaTe sTumpage is boughT un-

der wriTTen conTracTs is noT parTicularly significanT in iTself.

In The firsT place, whaT is considered To be a wriTTen conTracT is

subjecT To various inTerpreTaTions. For example, one sawmill

operaTor considered The noTes which he had made on The back of a

check used To pay for The sTumpage as consTiTuTing a wriTTen agree-

menT. Secondly, The provisions of wriTTen conTracTs differ very

liTTle from Those of oral conTracTs in The vasT majoriTy of cases.

The main difference beTween oral and wriTTen agreemenTs is in

Their use. Of The sawmill operaTors vfixp had used boTh wriTTen

and oral agreemenTs in l960, abouT half of Them reporTed ThaT There

was no difference beTween Their wriTTen and oral sTumpage con-

TracTs. Some 30 percenT reporTed ThaT They used oral sTumpage con-

TracTs only when buying small TracTs and when They knew and TrusTed

The landowner. AbouT 20 percenT indicaTed ThaT They used wriTTen

agreemenTs when buying by "The lump sum" or "boundary" and in oTher

cases when parTial or full paymenT is made before The logs are

delivered To The mill. IT is noT uncommon, however, for sawmill

operaTors To use oral agreemenTs for lump sum purchases-~even when

paymenT is made in advance of harvesTing. On The oTher hand, wriT-

Ten agreemenTs are ofTen used wiTh The more suspicious landowners.

Nearly all sawmill operaTors will agree To use a wriTTen conTracT

when iT is demanded, yeT many sawmillers look upon a wriTTen con-

TracT as an affronT To Their honesTy.

Many sTumpage conTracTs wiTh privaTe landowners conTain boTh

wriTTen and oral provisions. The wriTTen condiTions usually
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include an acknowledgmenT of The fee paid or price To be paid, a

descripTion of The Timber TracT, and The size and species To be cuT.

The oral provisions usually cover quesTions of access and precau-

Tions To be Taken while logging.

A deTailed summary of The provisions included in sTumpage con-

TracTs negoTiaTed beTween sampled sawmill firms and privaTe foresT

owners is given in Appendix C, Table 2. Following is a brief dis-

cussion of The provisions.

Species of Timber.--The Tree Species To be cuT is specified
 

in nearly all cases. AbouT half of all conTracTs give The buyer

The righT To cuT all markeTable species, whereas permission To cuT

only cerTain species is specified in abouT one-fourTh of all cases.

Size of Timber.--The size of Timber To be cuT is specified
 

in nearly 90 percenT of all sTumpage conTracTs negoTiaTed by saw-

mill operaTors. AbouT Two-Thirds of all conTracTs sTiPUIaTe a min-

imum sTump diameTer limiT. The minimum sTump diameTer specified

is usually The same for all species on a TracT. In a few cases a

minimum DBH is sTipulaTed insTead of a minimum sTump diameTer. In

only one conTracT ouT of ID, The heighT To which Trees are To be

uTilized is indicaTed by specifying a minimum Top diameTer.

QualiTy of Timber.--The qualiTy of Timber To be cuT is men-
 

Tioned in only l2 percenT of all sTumpage conTracTs wiTh privaTe

landowners. A few sawmill operaTors buy sTumpage on The basis of

log or Tree grades. The sawmill operaTor usually applies his own

. grading sTandards.

QuanTiTy of Timber.--The quanTiTy of Timber To be cuT is
 

menTioned in abouT 7O percenT of all sTumpage conTracTs wiTh privaTe
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landowners. The majoriTy of conTracTs are negoTiaTed wiTh The

sTaTed or implied provision ThaT all markeTable Timber will be cuT.

The sawmill operaTor is usually given considerable leeway in de-

ciding whaT is markeTable. Buyers favor maximum flexibiliTy on

This poinT because of possible changes in lumber demand from The

Time of conTracT negoTiaTion To The Time of harvesT. Occasionally

a specific volume of cerTain species or a specific number of Trees

is menTioned.

MeThod of paymenT.--The meThod of paying for The sTumpage
 

is menTioned in nearly all conTracTs. AbouT one-Third of all sampled

sawmillers buy only by The lump sum. PaymenT by The Thousand board

feeT is normally used in abouT one-fourTh of all cases, and some

25 percenT of all sawmillers purchase boTh by The lump sum and The

Thousand board feeT. A few sawmillers buy sTumpage by The cord and

a few pay for sTumpage according To a fixed percenTage of The gross

revenue received from The sale of The lumber.

Time of paymenT.--Over 95 percenT of all sTumpage conTracTs
 

beTween sawmillers and privaTe landowners specify when paymenT is

To be made. In The case of lump-sum purchases, ToTal paymenT in

advance of cuTTing is specified abouT as ofTen as parTial paymenT

in advance. When sTumpage is purchased on a per uniT basis, par-

Tial paymenT in advance is specified somewhaT more ofTen Than ToTal

paymenT during or afTer harvesTing.

Place of measuremenT.--Nearly all sTumpage conTracTs ThaT
 

specify paymenT on a per uniT basis also specify The place where

The Timber is To be measured. AbouT Two-Thirds call for The Timber

To be scaled aT The mill.
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Period of harvesT.--In abouT 80 percenT of all sTumpage con-
 

TracTs wiTh privaTe landowners, a limiT is imposed upon The amounT

of Time The sawmiller has To harvesT The Timber. A Time limiT of

one To Two years is sTipulaTed in abouT one-Third of all conTracTs

and from six monThs To one year in abouT one-fourTh of all con-

TracTs. Occasionally The limiT is seT aT more Than Two years, buT

rarely is iT less Than six monThs.

Logging provisions.--AbouT 55 percenT of The sampled sawmill
 

operaTors normally include some provisions regarding how The log-

ging is To be carried ouT. (See Appendix C, Table 3.) AbouT

36 percenT of The sampled sawmill operaTors_agree To repair any

damage To fences and gaTes. Some 23 percenT also agree To repair

damages To roads, waTerways, and oTher properTy. ApproximaTely

I7 percenT agree To clear slash away from roads and waTerways, and

I6 percenT agree To The locaTion of logging roads, To resTricTions

of Travel across fields, and oTher reasonable resTricTions on The

use of logging equipmenT. Of Those sawmill firms ThaT do noT

regularly include logging provisions in Their sTumpage purchase

conTracTs wiTh privaTe landowners, 72 percenT are willing To agree

To cerTain logging precauTions aT The landowner's requesT. The

provisions which These sawmillers will accepT are abouT The same

as Those which oTher sawmill operaTors commonly include in Their

sTumpage conTracTs.

A cerTain amounT of cauTion should be used if one Tries To

draw conclusions abouT cuTTing pracTices on The basis of The above

sTumpage conTracT provisions. In The firsT place, iT appeared

ThaT respondenTs Tended To give The impression ThaT privaTe foresT
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owners received more favorable conTracT provisions Than may

acTuaIIy have been The case. On The oTher hand, The above infor-

maTion may underesTimaTe The qualiTy of cuTTing pracTices because

iT may fail To include many cases in which provisions favorable To

The seller are noT explicile sTaTed buT They are eiTher undersTood

To exisT or are volunTarily provided by The sawmill firm as a

regular business pracTice. NeverTheless, aT leasT one conclusion

appears jusTified. MosT sawmill firms are willing To agree To a

number of provisions designed To preserve The value and producTive

capabiliTy of The foresT properTy. This conclusion is generally

supporTed by The responses of sawmill operaTors To mosT of The

above provisions, buT of Special significance is The facT ThaT

87 percenT of sampled firms indicaTed ThaT They eiTher included pro-

visions governing The conducT of logging operaTions or would do

so aT The landowner's requesT. IT would appear ThaT uneThical or

desTrucTive cuTTing pracTices are in large measure due To The

failure of privaTe foresT owners To demand adequaTe safeguards and

To supervise harvesTing acTiviTies.

Diversify of Producer OperaTions
 

MosT TracTs of Timber conTain Trees which are suiTable for

a varieTy of uses. Therefore, sawlog producers generally do noT

specialize in producing sawlogs buT handle oTher Timber producTs

as well. Each Timber producT represenTed in sufficienT quanTiTy is

usually segregaTed and sold as a separaTe commodiTy. When The

volume of a parTicular Timber producT is Too small To jusTify

separaTe handling, if is commonly sold along wiTh The predominanT
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producT, and iT may be separaTed ouT laTer by The buyer for resale.

Sawlog maTerial is usually sold direchy To sawmill firms, buT saw-

log producers ofTen sell oTher Timber producTs To dealers.

Only one-Third of The sawlog producers in The sample special-

ize in producing sawlogs. However, sawlogs accounT for The largesT

volume of producTion for Two-Thirds of The producers and They rank

eiTher firsT or second in imporTance for over 95 percenT of The

producers in The sample. Pulpwood is The second mosT imporTanT

producT handled. IT accounTed for 35 percenT of The ToTal volume

handled by sampled sawlog producers in l960, as compared wiTh sawlogs

which represenTed 53 percenT of The ToTal. OTher Timber producTs

handled by sawlog producers include: veneer logs, cooperage bolTs,

fuelwood, posTs, poles, piles, and a few oTher minor producTs. The

Share of ToTal producTion and The proporTion of sampled sawlog

producers who handled each producT in I960 is presenTed in The

following TabulaTion:

PercenT of PercenT of

ToTal producTion producers
  

 

Sawlogs 53.I IO0.0

Pulpwood 34.7 38.9

Veneer logs 8.I 2|.2

Cooperage boITs ( l6.7

Fuelwood; miscellaneous (4'0 8.0

PosTs, poles, or piles O.I 5.4

IO0.0

The number and Types of Timber producTs handled by sawlog

producers depend largely upon The characTerisTics of The Timber in

The producers' procuremenT areas. Differences among geographical

areas in The Types of producTs handled by producers are indicaTed
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by The following sample daTa. Over half of The producers in The

Three Lake STaTes and Ohio produced pulpwood, as compared To less

Than one-TourTh in The oTher STaTes. Cooperage was handled by 20 per-

cenT or more of The producers in all STaTes excepT The Lake STaTes,

where no producers handled cooperage. Less Than l5 percenT of The

producers in The Lake STaTes, Ohio, and Missouri handled veneer

logs, whereas over 35 percenT did so in The oTher STaTes.

The volume of sawlogs handled by producers is by no means

wholly deTermined by The characTerisTics of The Timber resource.

OTher influenTial facTors include: The level of demand for sawlogs,

The relaTive prices of sawlogs and oTher Timber producTs, The rela-

Tive profiTabiliTy of alTernaTive employmenT opporTuniTies, The

supply of sawTimber, and logging and hauling cosTS. Sampled sawlog

producers indicaTed ThaT The following facTors affecTed The volume

of sawlogs handled:

PercenT of

 

producers

Demand for sawlogs 56

Demand for oTher Timber producTs 8

AlTernaTive employmenT opporTuniTies l6

AvailabiliTy of sTumpage 8

EffecTs of weaTher on logging condiTions .l3

AvailabiliTy of woods workers |

Volume of sawlog maTerial in TracTs purchased 8

The overwhelming imporTance of demand facTors is evidenT. As was

poinTed ouT earlier, one of The reasons why sawmill firms acquire

sawlogs from producers is To miTigaTe The undesirable effecTs re-

sulTing from variaTions in The derived demand for sawlog maTerial

and in The amounT of sawTimber sTumpage acquired by sawmills.
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ParT-Time producers allocaTe Their Time beTween producing sawlogs

and oTher means of employmenT depending upon The relaTive profiT-

abiliTy of The compeTing acTiviTies. Producers ofTen shifT Their

efforTs from one Timber producT To anoTher if significanT changes

occur in The relaTive prices of The producTs. Many producers who

concenTraTe on producing pulpwood swiTch To sawlogs when They

have fulfilled Their pulpwood quoTaS or are Temporarily cuT off by

The pulp mills. As relaTive prices for Timber producTs change,

producers noT only shifT Their emphasis from one Type of sTumpage

To anoTher, buT subsTiTuTions of one Timber producT for anoTher are

also made in The uTilizaTion of The sTumpage. For insTance, if

The price of sawlogs increases relaTive To The price of pulpwood,

producers will sorT ouT a greaTer proporTion of The larger logs To

be sold To sawmill firms. An opposiTe shifT in prices will resulT

in a higher proporTion of logs of sawlog qualiTy being sold as

pulpwood.

Like sawmill firms, many sawlog producers are parT-Time opera-

Tors. One-Third of The sampled producers indicaTed ThaT They

Typically operaTe only parT of The year. Many parT-Time producers,

as well as Those ThaT produce sawlogs year-round, have alTernaTive

sources of income. Of all The producers sampled, 59 percenT work

aT oTher occupaTions or operaTe oTher business enTerprises. The

proporTion of producers who have alTernaTive sources of income

decreases somewhaT as The size of producer operaTion increases; yeT

4O percenT of The producers VHK) sell more Than 500 Thousand board

feeT of sawlogs annually have alTernaTive means of income. Unlike

sawmill firms, The alTernaTive source of income normally represenTs
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The largesT share of The gross revenue received by parT-Time pro-

ducers. AbouT 4O percenT of all sampled producers receive more Than

half of Their gross revenue from alTernaTive sources.

Farming is The mosT common alTernaTive enTerprise of parT-

Time producers. As in The case of The combinaTion farm-sawmill

enTerprise, a producer operaTion and farming are Two compaTible and

ofTen complemenTary enTerprises. Some 32 percenT of sampled saw-

log producers are parT-Time farmers. OTher alTernaTive occupaTions,

in decreasing order of occurrence, include: common laborer, owner

and operaTor of sToreS and oTher businesses, conTracT logger,

sawmill operaTor, and dealer in Timber producTs.

In order To reduce Their supervising acTiviTies and have more

Time To devoTe To oTher aspecTs of Their producer operaTions or To

oTher more profiTabIe employmenT opporTuniTies, a considerable num-

ber of sawlog producers subconTracT parT or all of Their logging and

hauling operaTions To oTher loggers. Producers may use subconTracT

arrangemenTS regularly or periodically as needed. ApproximaTely

l9 percenT of The sawlog producers in The sample subconTracTed some

logging in l960, and IT percenT subconTracTed some of Their hauling

operaTions. The proporTion of The ToTal volume of logging and

hauling ThaT was subconTracTed amounTed To 20 percenT and II per-

cenT, respecTively. Large-scale producer firms Tend To subcon-

TracT logging more ofTen Than small-scale firms, buT The conTrary

is True wiTh regard To hauling.

AlThough The reducTion of supervisory responsibiliTies is an

imporTanT consideraTion, The primary reason producers give for sub-

conTracTing logging operaTions is ThaT subconTracTing is cheaper
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Than doing Their own logging. Producers ofTen find iT cheaper To

subconTracT logging or hauling during periods of high demand

raTher Than To increase The Size of Their own logging crews. The

lack of necessary TransporTaTion equipmenT is The mosT common rea-

son given for subconTracTing hauling. Many small producers

handle such a small volume ThaT iT is cheaper for Them To subcon-

TracT Their hauling requiremenTs raTher Than operaTe Their own

Trucks.

STumpage ProcuremenT by Sawlog Producers
 

Sawlog producers supply approximaTely half of The sawlog

maTerial used by sawmill firms in The NorTh CenTral Region. Nearly

all of The sawlog maTerial handled by producers is acquired TthUgh

sTumpage purchases.

MeThods of STumpage AcquisiTion

Sawlog producers are generally of Two Types: parT-Time pro-

ducers who obTain almosT all of Their sawTimber from Their own land,

usually operaTe on a small scale and normally receive a minor Share

of Their income from producing Timber producTs, and full-Time or

parT-Time producers who acquire mosT of Their sawlog requiremenTs

TthUgh STumpage purchases. The former group consisTs mainly of

landowners who sell sawTimber periodically and, insTead of selling

The Timber on The sTump, They perform The harvesTing and ofTen The

hauling operaTions Themselves. The primary incenTives for doing

Their own logging and hauling are To increase The ToTal neT income

(including paymenTs for Their own labor) received from The Timber
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and occasionally To gain access To a more favorable markeT ouTleT.

The second group of producers are more numerous and accounT for

The vasT majoriTy of The sawlog volume handled by producers in The

sTudy region.

Sawlog producers depend somewhaT more heavily Than sawmill

firms on farm woodloTs and oTher privaTe holdings for Their saw-

Timber supply. AS Shown in The following TabulaTion STumpage par-

cels acquired by sampled producers in I960 conTained an average of

3| Thousand board feeT of all Timber producTs combined. Unlike

sawmill firms, however, large-scale producer firms boughT larger

STumpage parcels on The average Than did producers operaTing on a

smaller scale. AnoTher inTereSTing conTrasT beTween sawmill firms

and producers is ThaT large-scale mills make from Three To four

Times as many sTumpage purchases as small-scale mills, whereas The

largesT producer firms on The average make fewer purchases Than

mosT smaller producer firms. The mosT likely explanaTion for This

is The facT ThaT large-scale mills depend on producers for abouT

half of Their sawlog requiremenTs. The STumpage procuremenT acTiv-

iTies of These mills are ofTen direcTed To finding The more

valuable species and qualify classes which, as a general rule,

occur in small groups. On The oTher hand, dealing in a few, rela-

Tively large Timber TracTs is apparenle one of The facTors which

make iT possible for producer firms To operaTe on a large scale.
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Average volume per

STumpage purchase
 Average number

 
 

  

Producer All Timber of STumpage

size class Sawlogs producTs purchases

(M bd.fT.) (M. bd.fT.)

l - 49 4.7 22.0 5.8

50 - I49 9.3 l9.5 9.l

I50 - 499 23.9 37.l ll.O

500 or more IO7.I l|2.8 .5123

ToTal l8.4 f 3l.3 8.3

Wood procuremenT meThods used by sawlog producers follow The

same paTTern as Those used by sawmill firms in acquiring STumpage.

Purchases of privaTe sTumpage are almosT always negoTiaTed by a

face-To-face encounTer wiTh The landowner aT The locaTion of The

Timber TracT. SawTimber from public lands is acquired eiTher by

bidding in compeTiTion wiTh oTher buyers or by bilaTeral negoTiaTion

wiTh The public agency. Like sawmill firms, sawlog producers rely

almosT enTirely on personal conTacTs in locaTing poTenTial sTumpage

sellers. Nearly Three-fourThs of The sampled producers reporTed

ThaT They conTacTed foresT owners only by personal visiTs or by

Telephone. Nearly 20 percenT indicaTed ThaT They infrequenle Took

The iniTiaTive in conTacTing STumpage sellers and had no policy in

This regard. Sligthy over IO percenT made conTacTs Through The

mail and noT over 3 percenT adverTised for sTumpage in newspapers

or by radio. None of The sampled producers paid commissions To

persons who informed Them of poTenTial sTumpage purchases and none

hired sTumpage buyers. Producers Took The iniTiaTive in conTacTing

STumpage sellers in sligthy over half of The conTracTs negoTiaTed.

Since producers are almosT wholly dependenT upon sawmill firms

for The resale of The sawlog maTerial They buy, iT would be
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reasonable To expecT producers To make resale arrangemenTs wiTh

sawmills prior To making sTumpage purchases. NeverTheless, approxi-

maTer 80 percenT of The sampled producers reporTed ThaT They nor-

mally had no resale agreemenTs wiTh sawmill firms prior To

execuTing sTumpage acquisiTions. This discovery is noT surprising,

however, under condiTions of a generous supply of individuals wil-

ling To produce sawlogs. Unless The sawmill's requiremenTs wiTh

regard To Species and grade are noT very resTricTive, The sawmill

operaTor would generally have To inspecT each Timber TracT before

_agreeing To buy The logs from The producer. This would, of course,

add To The sawmill firm's procuremenT cosTs. Resale agreemenTs

would also Tend To decrease The sawmill operaTor's flexibiliTy wiTh

regard To Taking advanTage of sTumpage offerings himself and The

offerings of oTher sawlog producers. AS long as There iS an abun-

danT supply of sawlogs offered by producers, There is liTTle incen-

Tive for sawmill operaTors To make resale arrangemenTs wiTh pro-

ducers excepT when They are especially inTeresTed in reTaining The

services of a parTicular producer or obTaining The Timber from a

cerTain TracT. AnoTher reason why resale agreemenTs for sawlogs

are noT very common is ThaT sawlog maTerial is only of secondary

imporTance To abouT onedThird of The sampled producers. Sawlog ma-

Terial represenTs only a minor share of The ToTal volume conTained

in many of The TracTs acquired by These firms. In These cases,

producers are primarily concerned wiTh securing markeT ouTleTs for

The mosT imporTanT Timber producTs conTained in The TracT and may

. give IiTTle consideraTion To The possible markeTs for The sawlog ma-

Terial. AlThough mosT sawlog producers do noT make resale agreemenTs
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wiTh sawmill firms before negoTiaTing sTumpage purchases, They com-

monly consulT wiTh sawmill operaTors before making sTumpage pur-

chases in order To find ouT The probable prices and The amounTs ThaT

mighT be demanded of The kind of sawTimber They anTicipaTe buying.

As a general rule, sawlog producers do noT Try To mainTain

a backlog of purchased sTumpage. Whereas sampled sawmill firms

used lump-sum arrangemenTs for a majoriTy of Their sTumpage pur-

chases, sawlog producers made arrangemenTs for paymenT on a per—uniT

basis for mosT of The TracTs They boughT. Sampled producers usually

paid The landowners for The sTumpage afTer The logs had been resold

To a sawmill firm or oTher buyer. So as noT To run ouT of sTumpage,

mosT producers negoTiaTed purchase agreemenTs from Two To six weeks

in advance of The Time They planned To iniTiaTe logging operaTions.

IT appears likely ThaT one of The reasons sawlog producers make

relaTively fewer STumpage purchases on a lump-sum basis Than saw-

mill firms is ThaT producers are generally weaker financially. Pro-

ducers also faceaamore uncerTain demand for Their sawTimber sTumpage

Than is The case wiTh sawmill firms. For insTance, during ShorT-

run periods of depressed prices for sawmill producTs, sawmill firms

may disconTinue buying sawlogs from producers and rely solely on

STumpage purchased aT a previous daTe because, in The shorT run aT

leasT, This sTumpage represenTs a source of "free" raw maTerial.

Also during The periods of depressed producT prices and reduced

sawmill oquuT, many sawmill firms, small-scale firms in parTicular,

swiTch To doing more of Their own logging and hauling To keep from

laying off Their own employees and possibly losing Them To oTher

employmenT opporTuniTies.
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ExcepT for The differences noTed above, The compeTiTive rela-

Tionshlps beTween sawlog producers and foresT landowners are abouT

The same as Those beTween sawmill firms and foresT landowners.

Because mosT privaTe foresT owners have IiTTle undersTanding of

markeT condiTions for sawTimber sTumpage, There is reason To believe

ThaT sawlog producers, like sawmill firms, generally have an ad-

vanTage over privaTe foresT owners in negoTiaTing sawTimber pur-

chases.

STumpage Purchase ConTracTs

STumpage purchase conTracTs negoTiaTed beTween sawlog pro-

ducers and foresT landowners are very similar in form and conTenT

To Those used by sawmill firms. ConTracTs for The purchase of pub-

lic sTumpage are formal, wriTTen documenTs. They are more deTailed

Than agreemenTs wiTh privaTe landowners, and The provisions are

usually specified unilaTerally by The public agency concerned.

STumpage conTracTs negoTiaTed wiTh privaTe landowners are usually

brief, do noT follow a sTandardized form, and normally conTain only

a few oral or wriTTen sTaTemenTs concerning The price or fee To be

paid, The basis for paymenT, The Time of paymenT, and The Species,

Size, and quanTiTy of Timber To be cuT.

Only abouT one-Third of The volume purchased by sampled pro-

ducers from privaTe landowners in l960 was bQUghT under wriTTen

gagreemenTs. In conTrasT, sampled sawmill firms boughT abouT Three-

fourThS of Their privaTe sTumpage under wriTTen agreemenTs. The

main reason for The difference is The facT ThaT sawmill firms buy

a much higher proporTion of privaTe STumpage on a lump-sum basis
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Than do sawlog producers. Since lump-sum paymenTs are usually made

in advance of harvesTing, buyers normally require a wriTTen con-

TracT showing The amounT received and describing The Timber To be

cuT. As noTed in The case of sawmill firms, The main difference

beTween wriTTen and oral conTracTs is noT in The provisions They

conTain buT in The Types of circumsTances under which They are

used. Producers use oral agreemenTs as a rule, buT wriTTen agree-

menTs are usually used when ToTal or parTial paymenT for The sTump-

age is made in advance of harvesTing, when The landowner is noT

TrusTed, aT The landowner's requesT, or in order To gain The con-

fidence of a suspicious foresT owner.

A brief descripTion of The provisions included in sTumpage

purchase conTracTs negoTiaTed by sawlog producers wiTh privaTe

landowners iS given below. A deTailed ouTline of The provisions

is given in Appendix C, Table 4.

Species of Timber.--Near|y 9O percenT of conTracTs make some
 

menTion of The species of Trees To be cuT. AbouT half of The con—

TracTs call for The cuTTing of all markeTabIe species and abouT one

in four Specifies The parTicular Species To be cuT.

Size of Timber.--The Size of Timber To be cuT is indicaTed in
 

abouT 8O percenT of all conTracTs. A minimum sTump diameTer, usually

ll inches or more, is by far The mosT common way of specifying The

Size of Trees To be harvesTed. Sligthy over l0 percenT of The

producers usually STipulaTe boTh a minimum sTump diameTer and a

minimum Top diameTer. Producers ThaT normally buy pulpwood usually

lagree To Take all Trees wiTh aT leasT Two bolTs which have a minimum

Top diameTer of 4 To 5 inches.
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QualiTy of Timber.--As is The case wiTh sawmill firms, nearly
 

9O percenT of The sTumpage conTracTs negoTiaTed beTween sawlog pro-

ducers and privaTe landowners make no menTion of Timber qualiTy. IT

is always explicile or impliciT y agreed ThaT cull Trees are noT

To be included in The Timber To be purchased.

QuanTiTy of Timber.--This provision is usually included; The
 

majoriTy of conTracTs menTion ThaT all markeTabIe volume is To be

Taken. For purchases made on a lump-sum basis, The quanTiTy of

Timber To be cuT is noT usually menTioned explicile, buT iT is

ordinarily undersTood ThaT all markeTable Trees will be Taken. In

mosT cases, The landowner has liTTle influence in deciding whaT is

markeTable. MarkeTable Trees are defined as Those which The pro-

ducer can resell To sawmills and oTher buyers. Thus, The markeT—

abiliTy of The differenT Species, sizes, and grades of sawTimber

changes wiTh flucTuaTions in The demand for sawlogs of various

characTerisTics.

MeThod of paymenT.—5AgreemenT on The meThod of paymenT iS
 

almosT always decided before The landowner consenTs To a STumpage

sale. AbouT half of The sampled producers pay for STumpage only on

The basis of The measured volume of Timber in Thousands of board

feeT. Fewer Than l5 percenT use lump-sum purchases exclusively.

MosT of The remainder use boTh meThods and a few pay on The basis of

The sTandard cord and oTher uniTs of measure.

Time of paymenT.--When paymenT is made on The basis of The
 

measured volume of Timber cuT, landowners are usually paid in in-

sTallmenTs as The producer receives paymenTs from The sawmill

operaTor, or a single paymenT for all The Timber cuT is made afTer
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The harvesTing has been compleTed. In some cases, a down paymenT is

made in advance of harvesTing. When STumpage is boughT on a lump-

sum basis, iT is almosT always paid for in ToTal before logging is

begun.

Place of measuremenT.--The place aT which The Timber is To be
 

measured is usually specified when paymenT is made on The basis of

The measured volume of Timber cuT. IT is noT surprising ThaT mosT

conTracTs call for measuremenT To be made aT The sawmill since

landowners are ofTen paid on The basis of The sawmiller's scale.

Period of harvesT.--The period allowed for harvesTing The
 

Timber is sTipulaTed in only 60 percenT of The conTracTs. Of The

conTracTs ThaT Specify a Time limiT, mosT allow beTween six monThs

and Two years. When a Time limiT is noT Specified iT is usually

undersTood ThaT iogging will be compleTed wiThin a reasonable lengTh

of Time--normally less Than a year.

Logging provisionS.--AbouT The same proporTion of sampled pro-
 

ducers (49 percenT) as sampled sawmill firms normally include some

provisions which govern The conducT of logging operaTions on Timber

TracTs purchased from privaTe owners. AbouT one-Third of The pro-

ducers regularly agree To repair any damage done To fences, and

abouT one-fifTh also agree To repair damage To roads, waTerways,

and oTher properTy. BeTween 5 and IS percenT of The producers also

agree To exercise care To preserve growing sTock, To clear Slash

from roads, boundaries, and fields, and/or To abide by Iandowners'

resTricTions on The locaTion of logging roads and The use of logging

equipmenT. (See Appendix C, Table 5 for deTails of provisions.)

AbouT 65 percenT of The producers ThaT do noT normally include
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provisions governing The conducT of logging operaTions indicaTed ThaT

They would accepT cerTain provisions aT The landowner's requesT. The

provisions ThaT would be accepTable are abouT The same as Those

which oTher producers commonly include in Their STumpage conTracTs.

Minimum Logging Chance

IT is generally accepTed ThaT one of The major facTors which

hinders The pracTice of profiTable foresT managemenT on mosT pri-

vaTe foresT landownerships is The small size of These ownerships.

ParT of The reason why profiTable foresT managemenT is noT pracTiced

is ThaT logging cosTs are greaTer on These small woodloTs because

more-efficienT large-scale logging meThods are precluded and fixed

cosTS are spread over a small volume of producTion. The small

TracTs are also unappealing To many buyers who are looking for

large volumes of parTicular species and qualiTy classes. To gain

some idea of The effecT which The amounT of STumpage offered for

sale has upon The number of buyers willing To bid for The sale, pro-

ducers were asked if There was a minimum volume of Timber which a

TracT musT conTain before They would be inTeresTed in buying iT. In

addiTion, To gain some undersTanding of The effecT which low sTand

densiTy has upon The markeTing poTenTiaI of sawTimber TracTs, pro-

ducers were also asked if a TracT had To conTain aT leasT a cerTain

minimum volume per acre. The proporTion of sampled producers who

reporTed ThaT sawTimber TracTs musT conTain some minimum ToTal

volume or minimum volume per acre is lisTed by size class of pro-

ducer in The following TabulaTion:
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Minimum volume Minimum volume

Producer size class per TracT per acre

(M bd.fT.) (PercenT of producers)

l - 49 45 35

50 - I49 53 40

ISO - 499 5| 36

500 or more 72 6|

All producers 5| 39

IT is almosT incredible ThaT no more Than abouT half of The

sampled producers indicaTed ThaT They would buy only TracTs which

conTained aT leasT a cerTain minimum volume and ThaT only 39 per-

cenT limiTed purchases To TracTs conTaining aT leasT a cerTain

minimum volume per acre. Based on The above TabulaTion, iT mighT

appear ThaT large-scale producer firms Tend To be somewhaT more

selecTive Than producers operaTing on a smaller scale wiTh regard

To minimum volume requiremenTs of STumpage parcels. However, The

reporTed minimum volume requiremenTs per TracT or per acre did noT

vary significanle among The Size classes of producer firms. In

spiTe of The facT ThaT no more Than half of The sampled producers

indicaTed ThaT They limiTed sTumpage purchases To TracTs conTaining

aT leasT a cerTain minimum ToTal volume or minimum volume per acre,

iT appears very likely ThaT all producers have minimum volume re-

quiremenTs, buT many of Them regard Their minimum requiremenTs as

being so low as To represenT no minimum aT all. AT The very leasT,

iT seems unqueSTionable ThaT a sTumpage parcel would have To conTain

aT leasT one Truck load in order To aTTracT any buyers.

Of Those producers who reporTed minimum volume requiremenTs,

half indicaTed ThaT TracTs musT conTain a minimum ToTal volume of

from I To 8 Thousand board feeT. As shown in The TabulaTion below,
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minimum volume requiremenTs per TracT as high as 225 Thousand board

feeT were also reporTed. Producers were in much closer agreemenT

regarding The minimum volume required per acre. Half of The

sampled producers reporTed minimum requiremenTs per acre of from

200 To l,500 board feeT.

Meap_ Median Bapge_

(M bd.fT.)

Minimum volume per TracT 2|.O 8.0 |.O-225.0

Minimum volume per acre I.8 I.5 0.2- 8.0

In view of The above informaTion, iT would appear ThaT mosT

producers would noT refuse To bid on mosT sales offered by privaTe

foresT owners because of insufficienT ToTal volume or insufficienT

volume per acre. This does noT mean, of course, ThaT The Size of

The sale or The densiTy of The sawTimber on The TracT would noT

affecT The prices ThaT producers would be willing To pay.

MarkeTing RelaTionships beTween

Producers and Sawmill Firms

 

 

Under The exisTing condiTions of easy enTry inTo The markeT,

virTually no producT differenTiaTion based on chanxTeriSTics induced

by buyers or sellers, and a large number of buyers and sellers, keen

price compeTiTion is The dominanT behavioral characTerisTic of The

markeT. ArrangemenTs beTween sawmill firms and sawlog producers To

coordinaTe Their acTiviTies or cooperaTe in achieving muTually

rewarding goals are noT uncommon buT, aT besT, They are poorly

developed. In general, TransacTions beTween producers and sawmill

firms are carried ouT in an aTmosphere of informaliTy, characTerized

by face-To-face negoTiaTions and wiTh business being conducTed
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mainly by means of oral agreemenTs.

The large number of sellers in The markeT is illusTraTed by

The TabulaTion presenTed below. SevenTy percenT of The sawmill

firms sampled boughT some of Their sawlog requiremenTs from pro-

ducers. Of These firms, small-scale firms bOUghT from an average

of 9 producers each and large-scale firms from 22 producers each in

I960. The average amounT purchased from each producer was raTher

small and represenTed only 8 percenT and 3 percenT, respecTively,

of The ToTal volume acquired on The average by each small-scale and

large-scale mill in l960.

Number of producers per mill
 

  

Sawmill Average volume

Size class Mean Median _per producer

(M bd.fT.) (M bd.fT.)

IOO - 500 9 6 l7.2

500 or more 22 :5 {43.3

Sawlog producers appear To be somewhaT more resTricTed in

Their choice of markeT ouTleTs for sawlogs Than sawmill firms are

in Their choice of suppliers. Sampled producers, for insTance, sold

on The average To only 2 sawmills each. Nearly half of The sawlog

producers sold To only one sawmill each and abouT 7O percenT sold To

no more Than Two each. In comparison, less Than l5 percenT of The

small-scale mills and less Than IO percenT of The large-scale mills

boughT from only one producer each. Large producer firms generally

sold To a greaTer number of sawmills Than smaller producer firms.

For example, nearly Two-Thirds of The producers ThaT sold less Than

50 Thousand board feeT of sawlogs sold To only one sawmill each,

whereas only abouT one-Third of The producers ThaT sold more Than

500 Thousand board feeT sold To only one sawmill each. In addiTion
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To sales To sawmill firms, abouT 9 percenT of The sampled producers

sold sawlogs To oTher markeT ouTleTs such as concenTraTion yards,

dealers, farmers and oTher noncommercial buyers. These ouTleTs ac-

counTed for only 3 percenT of The ToTal sawlog volume sold by

sampled producers in l960. In addiTion To sawlogs, Two-Thirds of

The producers handled oTher Timber producTs, nearly The ToTal

volume of which was sold To buyers oTher Than sawmill firms. These

oTher buyers represenT poTenTial markeT ouTleTs for sawlog maTerial

Since a cerTain amounT of subsTiTuTion occurs beTween sawlogs and

oTher Timber producTs.

In general, markeTing arrangemenTs beTween sawmill and pro-

ducer firms are concerned only wiTh The ShorT-run demand siTuaTion of

The sawmill firm or The shorT-run supply siTuaTion of The producer.

Very few markeTing agreemenTs involve any long-Term commiTmenTs

beTween producers and sawmill firms. Nearly all sale agreemenTs

are concerned only wiTh The exchange of a parTicular loT of sawlogs.

They are usually negoTiaTed for an esTimaTed volume which a pro-

ducer has To sell, The volume in a parTicular TracT of Timber pur-

chased by a producer, or a porTion of a sawmill firm's sawlog re-

quiremenTs for a period of several days To Two weeks. Many Trans-

acTions involve only a Single load of sawlogs.

The almosT ToTal lack of long-Term markeTing agreemenTs be-

Tween sawmill and producer firms is probably due largely To The

highly elasTic supply of sawlog maTerial. Under condiTions of

elasTic supply, sawmill firms can easily fulfill Their requiremenTs

for sawlogs by small price increases or simply by increasing indi-

vidual producer allonenTs. Avoiding long-Term commiTmenTs To
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producers allows sawmill firms To cuT off sawlog purchases from pro-

ducers during periods of depressed producT demand. ThaT The supply

of sawlog maTerial is highly elasTic is suggesfed by The STrucTural

characTerisTics of The supply side of The sawlog markeT, in parTicu-

lar, The ease wiTh which prospecTive sawlog producers can enTer The

markeT. Some evidence ThaT sawlog supply is elasTic is provided

by The responses of producers concerning The facTors ThaT affecT The

volume of sawlogs They produce. AbouT 56 percenT of The producers in

The regional sample reporTed ThaT producTion depended on The demand

for sawlogs. The supply of available sTumpage was menTioned only

occasionally. In The survey of producers in Michigan, special

aTTenTion was given To deTermine wheTher iT was The quanTiTy de-

manded or The level of sawlog prices ThaT influenced The oquuT

of sawlogs by producers. ForTy percenT of The producers reporTed

ThaT The quanTiTy of sawlogs demanded deTermined The volume They

produced, whereas 2| percenT menTioned boTh The level of sawlog

prices and The quanTiTy demanded. Nearly all of The producers in The

firsT group indicaTed ThaT They would have increased Their volume of

producTion had The quanTiTy of sawlogs demanded increased wiThouT

an increase in price. In view of The STrucTural characTerisTics

of The markeT and The responses of producers in The Michigan sample,

iT seems very likely ThaT The supply of sawlog maTerial by producers

is very elasTic.

OTher facTors which Tend To disrupT The coordinaTion of mar-

keTing acTiviTies and discourage long-Term markeTing agreemenTs be-

Tween producers and sawmill firms include: (I) variable weaTher

condiTions preclude conTinuous sawlog deliveries; (2) many firms
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disconTinue or reduce Their sawmilling or producer operaTions ac-

cording To differenT schedules while pursuing alTernaTive employ-

menT opporTuniTies; (3) The highly variable demand for some sawmill

producTs makes iT difficulT for some mills To predicT Their sawlog

requiremenTs; (4) The Supply of sawTimber is noT a conTinuous flow

and producers may be wiThouT sTumpage aT various Times; and

(5) foresT sTands are noT homogeneous, so ThaT even if a producer

has a markeTing agreemenT wiTh a sawmill firm, from Time To Time

he very likely will buy some Timber TracTs from which mosT of The

sawlog maTerial is unsuiTable for The sawmill's needs.

Sawlog ProcuremenT MeThods and ConTracTs

Full-Time sawlog producers generally mainTain conTacT on a day

To day or weekly basis wiTh several sawmill firms wiThin Their re—

specTive areas of operaTion. ExcepT for mills ThaT are inTermiTTenle

ouT of Touch wiTh The sawlog markeT, sawmill operaTors do noT normal-

ly have To seek ouT producers. However, of The sampled sawmillers

who boughT sawlogs, abouT IO percenT adverTised in newspapers

and occasionally conTacTed producers by mail. Only four sawmill

operaTors, less Than 2 percenT of Those ThaT boughT sawlogs, employed

a full-Time or parT—Time buyer.

Nearly 40 percenT of The ToTal volume of sawlogs purchased by

sampled mills in I960 was boughT wiThouT making purchase_agree-

menTs wiTh producers prior To sawlog delivery. MosT of This volume

was probably made up of TransacTions beTween producers and sawmill

operaTors who did business wiTh each oTher on a regular basis buT

did noT exchange commiTmenTs To buy or sell oTher Than whaT was
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delivered To The mill each day. AbouT half of The producers in The

sample indicaTed ThaT They normally had no sale agreemenTs wiTh

sawmill firms before They made sawlog deliveries. On The oTher hand,

abouT half of The producers reporTed ThaT They usually had oral or

wriTTen sale agreemenTs wiTh sawmill firms before sawlogs were

delivered. Sampled sawmills purchased approximaTely half of Their

sawlog requiremenTs under oral conTracTs and only I2 percenT under

wriTTen conTracTs. Five large firms accounTed for mosT of The

volume purchased under wriTTen agreemenTs. Only 6 percenT of The

mills ThaT boughT sawlogs in I960 used wriTTen sawlog conTracTs.

Only 2 mills--boTh small-scale mills--acquired all of Their saw-

log supply under wriTTen conTracTs. AlThough sawlog conTracTs help

To coordinaTe The acTiviTies of producers and sawmill firms To a

cerTain exTenT, boTh parTieS ofTen fail To abide by The provisions

of The conTracTs. In nearly all cases, sawmill operaTors and pro-

ducers do noT consider eiTher oral or wriTTen sawlog conTracTs To

be legally binding.

The majoriTy of sawlog conTracTs involve a few expliciT con-

diTions and several more undersTood or impliciT condiTions. Over

85 percenT of sawlog purchase conTracTs menTion The price To be

paid, The species and sizes ThaT will be purchased, The basis of

measuremenT, and The Time of paymenT. The price To be paid is quiTe

ofTen The only Thing menTioned in purchase agreemenTs wiTh regular

producers who are familiar wiTh The sawlog requiremenTs and pro-

curemenT policies of The sawmill operaTor. AlThough price is always

menTioned, The sawmill operaTor does noT always agree To pay a

specific price. SomeTimes The price To be paid is conTingenT upon
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The grade recovery of The lumber which can be sawn from The logs

and The markeT price for lumber aT The Time The lumber is sold.

A brief discussion of The provisions ordinarily included in

sawlog purchase agreemenTs beTween sawmill firms and sawlog pro—

ducers is given below. The conTracT Terms represenT noT only The

provisions included in purchase agreemenTs made beTween producers

and sawmill firms buT also The requiremenTs imposed by sawmill

firms ThaT buy sawlogs wiThouT making any acTual purchase agree-

menTs wiTh sawlog producers. A deTailed ouTline of The provisions

is presenTed in Appendix C, Table 6. The Table is incompleTe To

The exTenT ThaT iT does noT include many sTandard or impliciT con-

diTions which were noT always menTioned by The sawmill operaTors

in The sample. The more imporTanT of These condiTions are included

in The following discussion.

Species of sawlogs.--The species of sawlogs ThaT will be boughT
 

is menTioned in mosT conTracTs. The majoriTy of agreemenTs indicaTe

ThaT only cerTain species will be purchased. A few sawmills will

buy all Species excepT cerTain specified species.

Size of sawlogs.--AlmosT all purchase agreemenTs Specify The
 

size of sawlogs ThaT will be accepTed. A minimum Top diameTer is

nearly always menTioned. In addiTion, a minimum log lengTh--commonly

8 feeT-~is usually menTioned or aT leasT undersTood To apply excepT

in The case of some palleT and conTainer mills ThaT use a bolTer

saw. These mills commonly Specify exacT IengThs ranging from 3 To

8 feeT and a maximum log diameTer. A number of sawmills--mainly

hardwood-grade mills--will accepT only a limiTed number of 8-fooT

logs. Many palleT and conTainer mills change Their specificaTions
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for log lengThS quiTe ofTen To conform wiTh changes in demand for

differenT sizes of palleTs, boxes and craTes.

QualiTy of sawlogs.--Only one-Third of all sawlog purchase
 

conTracTs menTion sawlog qualiTy. NeverTheless, mosT sawmill opera-

Tors do have a policy of noT accepTing logs below a minimum qualiTy

sTandard. This policy is undersTood and adhered To by producers.

A higher proporTion of sofTwood-lumber mills and hardwood-grade

mills Specify The qualiTy of logs They will accepT Than do oTher

mills. AbouT l2 percenT of all sawmill operaTors buy sawlogs ac-

cording To log grades. The grading of sawlogs is mosT common among

mills ThaT produce mainly hardwood grade. The sawmiller usually

uses his own grading sTandards.

QuanTiTy of sawlog§.-—The volume of sawlogs To be purchased
 

is included in sligthy less Than half of all sawlog conTracTs.

The quanTiTy of sawlogs ThaT will be purchased is specified more

frequenle when There is an oversupply of sawlogs. Of Those saw-

mill operaTorS ThaT regularly specify The volume They will buy, mosT

of Them agree To buy a Specific volume from a producer, or a cerTain

porTion of The volume from a TracT which a producer has purchased.

Less Than 3 percenT of The sampled sawmill firms agree To buy a

periodic quoTa of sawlogs.

Basis of measuremenT.--All conTracTs, excepT Those wiTh pro-
 

ducers who are familiar wiTh The procuremenT policies of The saw-

mill operaTor, indicaTe The uniT of measure To be used. More Than

half of all sawlog conTracTs indicaTe ThaT sawlogs are To be

measured by one of The accepTed log rules. ApproximaTely one-fifTh

of The sawmill operaTors buy sawlogs on The basis of lumber scale.



I94

Some use The sTandard cord and some pay on The basis of The number

and Size of railroad Ties yielded. A few palleT and box mills use

a face cord in buying bolTs. Doyle is The rule used mosT fre-

quenle, followed in decreasing order of imporTance by Scribner

or Scribner D.C., InTernaTional, MinnesoTa STandard, and oThers.

Time of delivery.--The Timing of deliveries is menTioned in
 

only Sligthy more Than one-Third of all sawlog purchase conTracTs.

However, mosT sawmill firms negoTiaTed sawlog purchases wiThin Two

weeks of expecTed delivery. The ShorT Time inTerval beTween con-

TracT negoTiaTion and sawlog delivery is due parle To The eager-

ness of producers To deliver The sawlogs as soon as possible and

parle To The shorT planning horizons of sawmill operaTors. The

Timing of deliveries is usually noT specified unless The saw—

miller is in urgenT need of sawlogs. When The Timing of deliveries

is specified if is usually done To encourage producers To increase

Their immediaTe deliveries of sawlogs. A schedule of sawlog de-

liveries on a weekly or monThly basis is hardly ever used.

Time of paymenT.--MosT conTracTs indicaTe The Time aT which pay-
 

menT for The sawIOgs is To be made. This provision is usually ac-

cepTed as sTandard operaTing procedure in sawlog conTracTs wiTh

regular producers. MosT sawmill firms pay for logs afTer They are

delivered and paymenT is usually made once each week. IT is noT

unusual, however, for producers To have To waiT Two or Three weeks

or unTil The logs are sawn before They are paid. A few sawmillers

regularly agree To pay for parT of The sawlogs before delivery.

Logging provisions.--ln addiTion To specifying The condiTions
 

of exchange beTween The producer and The sawmill firm, abouT 6 percenT
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of The sawlog conTracTs go even furTher and prescribe cerTain logging

pracTices which producers are To follow. Some of The logging provi-

sions prescribed are direcTed To The conservaTion of The Timber

resource. OTher provisions prescribe The proper meThod of bucking

logs in order To obTain The highesT grade and value yields. Nearly

all of The firms ThaT prescribe logging provisions produce more

Than one million board feeT annually. In view of The general

aTTiTude of sawmill firms and producers regarding The enforceabiliTy

of sawlog conTracTs, iT is highly quesTionable wheTher a serious

aTTempT is made To enforce logging provisions designed To conserve

The foresT resource.

CooperaTive ArrangemenTs beTween

Sawmill and Producer Firms

Even Though markeTing agreemenTs beTween sawmill and producer

firms are usually concerned only wiTh The exchange of a specific

IoT of sawlog maTerial, cooperaTive arrangemenTs are noT uncommon.

There are four general paTTerns of cooperaTion: sawmill operaTors

may agree in advance To buy all or parT of The sawlog maTerial

conTained on Timber TracTs purchased by producers; sawmill firms may

make advance paymenTs on sawlogs or loan funds To be used by pro-

ducers To buy sTumpage or cover oTher expenses; oTher arrangemenTs

may be made for The acquisiTion of sTumpage To be resold To sawmill

operaTors; and sawmill firms may offer oTher business aids To pro-

ducers.

Only 20 percenT of The sampled sawlog producers reporTed ThaT

They usually had resale agreemenTs wiTh sawmill firms prior To
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buying Timber TracTs. These resale agreemenTs, which generally

represenT noThing more Than an indicaTion of whaT sawmill firms

mighT be willing To buy, were discussed aT some lengTh earlier in

This chapTer and are noT given furTher consideraTion here.

Sources of crediT are severely limiTed for nearly all pro-

ducer firms. Some producers, especially Those ThaT have raTher

large, financially sound operaTions, are able To obTain financing

from sawmill firms. Sawmill operaTors are willing To loan or ad-

vance money To producers in order To geT sawlogs during periods of

criTical need, To keep producers going in order To recapTure pasT

dest, and occasionally To keep a good producer in business. MosT

loans are made noT so much To help The producer as To obTain STump-

age for The mill in The producer's name. In nearly all cases,

producers are noT charged inTeresT on loans or advance paymenTs

received from sawmill operaTors. IT Should be kepT in mind ThaT The

exTension of crediT is noT only in one direcTion—-from sanill firm

To The producer. IT is noT aT all uncommon for producers To have

To waiT several weeks before receiving paymenT for sawlogs delivered

To sawmill firms.

The following TabulaTion Shows ThaT abouT IO percenT of The

STumpage purchased in l960 by sampled producers was financed by

sawmill firms and oTher sawlog buyers. Sligthy less Than IO per-

cenT of The producers had received funds from sawlog buyers To

finance sTumpage purchases or To cover oTher expenses. The propor-

Tion of producers who had received financing from buyers was some-

whaT greaTer for large-scale producer firms Than for producers

operaTing on a small scale. AbouT l8 percenT of The sampled sawmill
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operaTors reporTed ThaT They regularly made loans or advance paymenTs

To producers. AnoTher 26 percenT reporTed ThaT They did so occasion-

ally. There was liTTle difference beTween small-scale and large-

scale sawmill firms wiTh regard To The proporTion ThaT exTended

crediT To producers. ApproximaTely half of The sawmill operaTors

reporTed ThaT They limiTed Their loans or advances To $400 for each

producer. The average size IimiTaTion reporTed by small-scale

mills was abouT $450 and for large-scale mills if was abouT $l,500.

These Two dollar limiTs represenT The maximum amounT of crediT ThaT

would be exTended, on The average, To reliable producers under good

business condiTions. The average size of loan and advance paymenT

is of course smaller. FurThermore, sawmill operaTors generally can

noT afford To loan up To The maximum To all Their producers aT one

  

Time.

Source of sawlog maTerial PercenT PercenT

acquired by producers in I960 of volume of producers

Producer's own land 6.2 24.0

STumpage purchased by producer:

 

WiThouT buyer financing 77.2 79.8

Financed by sawmill firms

or oTher buyers 9.5 9.0

STumpage purchased in producer's

name by sawlog buyer 5.3 2.6

STumpage sold To producer by

sawlog buyer I.8 2.6

IO0.0

The above TabulaTion also reveals oTher ways in which sawmill

firms cooperaTe wiTh producers in The acquisiTion of sawlog maTerial.

As indicaTed above, abouT 7 percenT of The sTumpage acquired by

sampled producers was eiTher purchased by sawmill firms or by oTher

buyers and resold To producers wiTh The agreemenT ThaT They would in
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Turn resell The maTerial as delivered sawlogs To The original buyer,

or iT was purchased in The producer's name by a sawlog buyer under

an agreemenT ThaT iT would in Turn be resold as delivered sawlogs

To The original buyer. No more Than 5 percenT of The sampled pro-

ducers had enTered eiTher Type of arrangemenT wiTh sawlog buyers

in l960. One of The mosT imporTanT reasons sawmill firms make

These kinds of arrangemenTs is To avoid workmen's compensaTion in-

surance and oTher responsibiliTies They would incur if They operaTed

Their own logging crews.

In addiTion To offering loans and advance paymenTs To pro-

ducers and oTher forms of cooperaTion in The purchasing of sTumpage,

abouT IO percenT of The sawmill operaTors in The sample reporTed

ThaT They regularly offered oTher business aids To producers. How-

ever, less Than 2 percenT of The sampled producers reporTed re-

ceiving any such business aids from sawlog buyers. The mosT common

Type of business aid exTended To producers is The lending of logging

equipmenT. A few sawmill firms sell logging equipmenT and parTs To

producers aT cosT, provide logging equipmenT on a renTal basis,

advise producers on where To buy and whaT To pay for sTumpage, or

build logging roads for producers.

AlTogeTher, The exTension of crediT by sawmill firms To pro-

ducers and oTher forms of buyer financing of sTumpage acquired by

producers accounTed for approximaTely l7 percenT of The sawlog

maTerial handled by sawlog producers and abouT 8 percenT of The

sawlog maTerial acquired by sawmill firms in l960. AT mosT, no more

Than 20 percenT of The sawmill firms or sawlog producers engaged

regularly in any of The above four Types of cooperaTive arrangemenTs.
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In general, markeTing agreemenTs beTween sawmill and producer firms

do noT go beyond a descripTion of The condiTions of exchange for

individual IoTs of sawlogs.

Pricing

Sawlog prices, like sTumpage prices, are generally deTermined

separaTely for each TransacTion Through The bargaining of indivi-

dual buyers and sellers. Pricing decisions are based primarily

upon The esTimaTes of markeT price held by producers and sawmill

operaTors. Rough esTimaTes of The "in-use" value of The sawlog

maTerial To sawmill firms and of The ToTal per—uniT cosTS incurred

by sawlog producers generally serve as The upper and lower limiTs

of an accepTable price. Sources of price and oTher markeT infor-

maTion are limiTed almosT enTirely To conTacTs beTween individual

markeT parTicipanTs. SeparaTe prices are usually esTablished for

each species, and prices generally vary from one loT of sawlogs To

The nexT depending on The qualiTy of sawlogs in each IoT. (An

individual loT of sawlogs normally consisTs of The sawlog maTerial

cuT from a parTicular TracT of Timber purchased by a producer.) In

some cases, prices may be based upon The average qualiTy of saw-

Timber in The procuremenT area, buT usually They depend upon The

average qualiTy of The logs in The parTicular IoT offered for sale.

Few sawmill firms pay separaTe prices for each grade class. For

example, only l2 percenT of The sampled sawmill firms regularly

boughT sawlogs on The basis of log grades. Whereas mosT sawmill

firms Take Species and average qualiTy inTo consideraTion when

pricing sawlogs; firms wiTh relaTively nonspecific sawlog require-

menTs, such as producers of palleTs, boxes and craTes, palleT
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maTerial, craTing, and low-grade consTrucTion lumber, pay liTTle

aTTenTion To sawlog qualiTy or species. AlThough These firms com-

monly accepT The more valuable species and sawlogs of high qualiTy,

They ofTen do noT pay a price differenTial for Them.

MosT of The sawlog maTerial purchased from producers is priced

f.o.b. mill. The vasT majoriTy of sawmill firms are apparenTIy able

To meeT Their needs for sawlogs wiThouT paying a price differenTial

for logs hauled over longer disTances. Price differenTials based

on hauling disTance and oTher price or nonprlce concessions To draw

raw wood maTerial supplies from greaTer disTances are commonly used

by pulp mills in The sTudy region (40) and in oTher parTs of The

counTry. Pulp mills granT These concessions in order To uphold The

long-run susTained yield capaciTy of The nearby foresTs, To acquire

and mainTain conTacTs wiTh more disTanT suppliers in order To

faciliTaTe evenTual expansion of mill capaciTy, and To combaT The

expansion of compeTing mills. Sawmill firms, mosT of which have

shorT planning horizons and are Too small To have an appreciable

effecT upon The sawlog supply of mills locaTed in adjacenT Timber-

sheds, generally lack These incenTives. However, a few sawmill

firms (7 percenT of Those sampled) pay a bonus for logs hauled from

more disTanT poinTS. Ordinarily, bonuses are paid only for The

more valuable Species and The higher grades of sawlogs.

Some indicaTion of The relaTive bargaining power held by

producers and sawmill firms is given in The following TabulaTion:
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MosT common meThod Purchases Purchases

of price deTerminaTion from producers from landowners
 
 

 

(PercenT of mills)

Sawmill's price 89 60

Producer's or landowner's

price I 9

NegoTiaTion 8 27

Sawmill's price and

negoTiaTion 2 3

Sealed or aucTion bid -- l

IOO I00

MeThods of price deTerminaTion are compared in The above TabulaTion

for TransacTions beTween sawmill firms and producers and beTween

sawmill firms and STumpage sellers. The daTa are based upon The

responses of sawmill firms when asked how prices were normally deTer-

mined. IT is apparenT ThaT in mosT cases producers accepT The prices

offered by sawmill operaTors. The facT ThaT negoTiaTed prices are

more common in The purchase of STumpage does noT necessarily mean

ThaT landowners generally hold more bargaining power Than producers

in dealing wiTh sawmill firms. Sawlogs represenT a more precisely

defined producT Than sTumpage and Thus There is less room for disa-

greemenT regarding The species, Size, and qualiTy composiTion of The

maTerial. TransacTions beTween sawmill and producer firms are far

more numerous Than beTween sawmill firms and landowners. Thus, in

The firsT case, The Two parTies have a much closer undersTanding of

markeT price Than in The second case.

STumpage sellers are far more ignoranT Than sawlog producers

of Their producT and markeTing pracTices; They are, Therefore, more

inclined To dispuTe offered prices. The greaTer relucTance of

foresT owners To accepT offered prices may be enTirely raTional,
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since sawmill firms, in lighT of The presumed ignorance of STumpage

sellers, may Tend To offer relaTiver lower prices for STumpage

Than for sawlogs purchased from producers. The facT ThaT STumpage

is commonly purchased on a lump-sum basis has apparenle liTTle

relaTionship To The meThod of price deTerminaTion. Of The sawmills

sampled, The meThod of deTermining STumpage prices was abouT The

same for sawmill firms ThaT normally purchased STumpage on a lump-

sum basis as for Those ThaT usually made paymenT based on The

volume of Timber cuT. These argumenTs do noT dispel The possibiliTy

ThaT bargaining-power relaTionships beTween producers and sawmill

firms are differenT Than Those beTween sawmill firms and sTumpage

sellers. Perhaps The greaTesT value of The foregoing discussion

is ThaT iT poinTS ouT The weakness of The above measure of bar-

gaining power.

AlThough The above indicaTion of relaTive bargaining power

is admiTTedly weak, There are reasons To believe ThaT sawmill firms

generally occupy a superior bargaining posiTion in dealing wiTh saw-

log producers. In The firsT place, sawIOgS are almosT always sold

on The basis of The sawmill operaTor's Tally of volume. Producers

can, of course, scale The logs before delivery is made, and ofTen

They are able To check on The sawmill operaTor as he does The

scaling. Judging from The number of complainTS lodged by sampled

producers, however, iT would appear ThaT sawmill firms normally

win ouT in dispuTes abouT The scale. The facT ThaT sawmill firms

have deTerminaTion over scaling represenTs more of an advanTage

Than may be apparenT aT firsT glance. There are aT leasT eleven

differenT log rules or oTher measures of sawlog volume which are
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commonly used in The sTudy region. This diversiTy in measuring STan-

dards puTs sawlog producers aT a disadvanTage in dealing wiTh saw-

mill firms ThaT use an unfamiliar sTandard of measure. AnoTher

equally imporTanT problem for sawlog producers is The facT ThaT a

parTicular log rule is noT applied in The same way by all sawmill

operaTors. In using The Doyle rule, for example, some firms may

include boTh barks, some may include only one bark, and sTill oTherS

may noT include eiTher bark. DeducTionS for cull and crook are

based solely on The subjecTive judgmenT of The scaler.

AlThough differences in The way log rules are applied may be

reflecTed in The prices offered, iT would seem ThaT sawmill firms

have an advanTage over producers in deTermining whaT price differ-

enTials are needed To offseT differences in The applicaTion of The

log rules. The advanTage held by sawmill operaTors is perhaps aT

iTs greaTesT when logs are purchased on The basis of a log-grade

Tally. MosT sawmill firms use Their own log—grading rules. Conse-

quenle, iT is very difficulT for producers To make comparisons

among sawmills of prices quoTed on The basis of log grades.

A second advanTage which sawmill operaTors mosT likely have

over producers is a greaTer abiliTy To accuraTely evaluaTe sawlog

qualiTy. Sawmill operaTors have The advanTage of seeing whaT sawlogs

yield afTer They have been sawn, and Therefore They are able To more

accuraTely correlaTe The exTerior appearances of The sawiog wiTh The

qualiTy of maTerial iT will yield. AnoTher facTor which affecTs The

compeTiTive relaTionship beTween sawmill and producer firms is The

facT ThaT many sawmill firms have Their own logging crews and can

elecT To do Their own logging if prices demanded by producers are
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Too high. Sawmill firms also have The alTernaTive of hiring conTracT

loggers.



CHAPTER 7

SAWLOG PRICES AND PRODUCTION COSTS

An aTTempT was made To deTermine The cosTs and profiT margins

involved in producing sawlog maTerial and To evaluaTe The profiT-

abiliTy of This operaTion. The informaTion ThaT could be obTained

for such an analysis was very limiTed. Very few sawmill or pro-

ducer firms had any records of logging or hauling cosTs or of prices

They had paid for sTumpage or received for The sawlog maTerial They

had produced. Nearly all price and cosT daTa acquired for This

sTudy were based upon The recollecTions and esTimaTes of The inTer-

vieweeS. Aside from The facT ThaT mosT firms did noT keep cosT

records and Therefore could supply only esTimaTes of Their cosTS,

There is reason To quesTion wheTher each reSpondenT included The

full value of The labor conTribuTed by himself and his family as

well as all oTher variable and fixed cosTs associaTed wiTh his pro-

ducer operaTion. AnoTher shorTcoming of The available informaTion

was The infeasibiliTy of obTaining a reasonably accuraTe esTimaTe

of average neT invesTmenT or some oTher meaningful basis againsT

which The profiT margin could be compared in order To provide an

indicaTion of profiTabiliTy. In view of These limiTaTions, The

prices, cosTS, and profiT margins presenTed in This chapTer Should

noT be viewed aS highly accuraTe esTimaTes of The magniTude of These

variables. They can be used wiTh reasonable assurance, however, as

indicaTors of relaTive differences among Species, Types of markeT

205
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parTicipanTs, and sTudy areas and in The formulaTion and iniTial

TesTing of hypoTheses abouT cerTain markeT relaTionships.

Sawlog and SawTimber STumpage Prices
 

The primary reason for collecTing price informaTion was so

ThaT The profiT margins involved in producing various Species of

sawlogs could be calculaTed and an evaluaTion made of The overall

profiTabiliTy of producing sawlog maTerial. The average prices paid

by sampled producers for sawTimber sTumpage and received for deliv-

ered sawlogs are presenTed in Tables 2| and 22, respecTively. By

way of comparison, The average prices for STumpage and delivered

sawlogs reporTed by sampled sawmill finms are given in Tables 23

and 24, respecTively. In general, a greaTer number of quoTaTions

for boTh sawlog prices and STumpage prices were received from

producers Than from sawmill operaTors, parle because some sawmill

firms relied exclusively on eiTher delivered sawlogs or sTumpage

purchases, whereas mosT producers were involved in boTh Types of

markeT TransacTions. FurThermore, The majoriTy of sawmill firms

commonly purchased sTumpage on a lump-sum basis, buT producers

usually boughT sTumpage on The basis of per-uniT prices and The

measured volume of Timber cuT. EsTimaTes of prices used in arriving

aT lump-sum offers are considerably less accuraTe Than recollecTions

of prices paid for sTumpage boughT on a per-uniT basis. Because of

The limiTaTions of The price daTa obTained from sampled sawmills,

The average prices reporTed for sawmills in Tables 23 and 24 are

based on aggregaTed daTa, whereas The prices reporTed by producers

are presenTed for Three differenT log rules in Tables 2| and 22.
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Table 2|. Average prices paid for sawTimber STumpage by sampled saw-

log producers, by species and STaTe, l960

 

Log All

Species rule Mich. Wis. Minn. Ohio lll. Iowa Mo. Kan. sTaTes

 

(Dollars per Thousand board feeT)

Hard Dyl. 44.6 ll.O 33.88

maple Scr. 26.6 27.l 24.00

lnT. 39.5 33.00

SofT Dyl. l6.2 l4.8 l7.9 l8.94

maple lnT. 7.00

Mixed Dyl. ll.7 ll.5 l2.7 9.5 |0.9O

oak lnT. 8.00

WhiTe Dyl. 2|.O l5.0 l8.00

oak

Red &

black Dyl. I3.6 l3.55

oak

Poplar, Dyl. 6.4 IO.9 l2.4 I0.0 l0.28

aspen & Scr. 8.3 6.0 6.54

coTTon- lnT. 6.0 5.0 5.90

wood

Elm Dyl. l3.3 9.0 9.7 l|.03

Scr. 7.7 l8.4 I2.47

lnT. 9.9 9.33

Bass- Dyl. 26.9 I4.0 22.32

wood Scr. l9.0 20.2 l7.45

lnT. 23.2 l9.l7

Beech Dyl. I8.0 8.7 l4.50

Scr. 8.4 8.40

lnT. l2.33

Ash Dyl. l9.00

Scr. 2|.5 4.3 l5.20

lnT. l4.33

Cherry Dyl. 34.2 40.0 36.ll

Scr. 2|.OO

WalnuT Dyl. 47.0 55.0 37.I 65.2 I48.4 76.92
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Table 2L (ConTinued)

 

Log All

Species rule Mich. Wis. Minn. Ohio III. lowa Mo. Kan. STaTes

 

(Dollars per Thousand board feeT)

 

WhiTe Dyl. 2|.67

pine Scr. 25.5 l9.0 2|.60

Red Scr. I9.3 20.l0

pine

Jack lnT. IO.7 ll.75

pine

Hem- Scr. l4.8 l4.83

lock

ShorT-

leaf Dyl. 9.3 I4.I l3.l9

pine

NoTeS:

Prices for sTaTes are rounded To The nearesT l0 cenTs. Each

price is based upon aT leasT 3 quoTaTions. Less Than 3 quoTaTions

were received for each of The Species handled by producers in In-

diana.

Doyle rule (Dyl.) includes The Doyle-Scribner rule used by 7

producers in M0. Scribner rule (Scr.) includes The Scribner D.C. and

The MinnesoTa STandard rules used by 2 producers in Minn. lnTerna-

Tional I/4" rule (lnT.) includes measuremenT by lumber Tally, reporTed

by 2 producers in Minn. and one in Ohio, and measuremenT by The sTan-

dard cord used by l4 producers in Mich. and five in Wis. Prices per

cord were converTed by mulTiplying by 2.22.
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Table 22. Average prices received for sawlogs by sampled producers,

priced f.o.b. mill, by species and sTaTe, l960

Log ' All

Species rule Mich. Wis. Minn. Ohio lll. lowa Mo. Kan. STaTes

 

(Dollars per Thousand board feeT)

Hard Dyl. 77.I 64.5 69.27

maple Scr. 52.0 59.6 55.45

lnT. 7l.8 65.60

SofT Dyl. 55.0 45.2 52.5 56.8 43.3 49.38

maple lnT. 3|.33

Mixed Dyl. 4|.l 43.6 38.I 28.8 36.7l

oak

WhiTe Dyl. 52.5 68.50

oak

Red &

black Dyl. 43.8 38.3 48.44

oak

Poplar, Dyl. 38.2 48.5 43.4 36.0 _ 3|.7 44.55

aspen & Scr. 37.0 29.2 3l.62

coTTon- lnT. 33.7 33.2I

wood

Elm Dyl. 38.I 42.5 30.5 34.2 32.7 37.00

Scr. 29.3 37.5 32.27

lnT. 3|.8 3I.57

Bass- Dyl. 65.4 36.2 57.63

wood Scr. 43.4 43.38

lnT. 55.0 43.3 48.00

Beech Dyl. 42.I 39.2 40.77

Scr. 3|.7 3l.67

lnT. 35.67

Ash Dyl. 50.0 68.l 59.|2

Scr. 40.00

lnT. 36.00

Cherry Dyl. 7I.4 90.3 84.57

WalnuT Dyl. Il3.2 88.3 225.2 |6|.7 I33.67
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Table 22 (ConTinued)

 

 

 

Log All

Species rule Mich. Wis. Minn. Ohio Ill. lowa Mo. Kan. sTaTes

(Dollars per Thousand board feeT)

WhiTe Dyl. 53.33

pine Scr. 59.0 50.8 54.55

Red Scr. 50.0 50.0

pine

Hem- Scr. 43.8 43.33

lock

ShorT-

Ieaf Dyl. 45.0 33.3 36.00

pine

NoTes:

Prices for STaTes are rounded To The nearesT IO cenTs.

price is based upon aT leasT 3 quoTaTions.

Each

Less Than 3 quoTaTions

were received for each of The species handled by producers in In-

diana.

Doyle rule (Dyl.) includes The Doyle-Scribner rule used by 7

producers in Mo. Scribner rule (Scr.) includes The Scribner D.C.

and The MinnesoTa STandard rules used by 2 producers in Minn. ln-

TernaTional l/4" rule (lnT.) includes measuremenT by lumber Tally,

reporTed by 2 producers in Minn. and one in Ohio, and measuremenT

by The sTandard cord used by l4 producers in Mich. and 5 in Wis.

Prices per cord were converTed by mulTiplying by 2.22.
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Table 23. Average prices paid for sawTimber sTumpage by sampled saw-

mills, by species and sTaTe, I960

All

Species Mich. Minn. Ohio Ind. Ill. lowa Mo. Kan. STaTes

(Dollars per Thousand board feeT)

Hard maple 4|.6 39.48

SofT maple 30.0 22.8 20.5 I4.5 22.74

Mixed oak l6.9 9.4 l3.7 39.0 l3.3 2|.2 l0.5 l4.4 l4.45

WhiTe oak 29.2 IO.2 20.6 22.67

Red and

black oak I3.8 9.9 l5.9 l7.l5

Poplar,

aspen, eTc. IO.I 4.5 22.5 63.2 lI.8 IO.3 8.2 I2.32

Elm 26.6 9.2 9.0 |6.5O

Basswood 3l.5 |l.2 l6.2 26.60

Beech |4.9 23.2 I6.00

Ash I3.0 l6.7l

Cherry 38.8 46.0 . 35.4 42.55

WalnuT 67.4 lO4.l2

Yellow birch 4|.OO

WhiTe pine 28.0 2|.6 23.l2

Red pine 22.6 23.42

Jack pine 8.8 l6.l I9.8 l7.86

Hemlock l3.0 ,l3.80

NoTes:

Prices for sTaTes are recorded To The nearesT IO cenTs. Less

Than 4 quoTaTions for each species were received from sampled mills

in Wis.

Prices are based on aggregaTed daTa. Prices per cord were con-

verTed by mulTiplying by 2.22. MosT common sTandard used in each

sTaTe: Mich.: 45 percenT lumber scale, 29 percenT Doyle; Minn.:

45 percenT Scribner, 28 percenT Minn. STd.; Mo.: 47 percenT lumber

scale, 42 p

conTenT. D

Kan.

ercenT Doyle; Iowa: 40 percenT Doyle, 4O percenT Tie

oyle used by over 85 percenT of mills in lnd., Ill., and
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Table 24. Average prices paid for sawlogs by sampled sawmills, priced

f.o.b. mill, by species and STaTe, l960

 

 

All

Species Mich. Wis. Minn. Ohio Ind. III. lowa Mo. Kan. sTaTes

(Dollars per Thousand board feeT)

Hard maple 66.8 59.2 59.9 ~47.8 64.05

SofT maple 56.7 57.3 57.5 4l.2 60.07

Mixed oak 43.2 49.9 36.0 57.7 65.7 39.| 34.8 27.4 43.8 27.27

 

WhiTe oak 48.0 27.l 52.7 38.24

Red and

black oak 42.0 27.5 40.2 36.09

Poplar, . »

aspen,eTc. 33.I 38.4 30.2 57.7 36.0 30.0 .33.l 35.89

Elm 33.2 40.2 ' 36.4’ 32.8 37.8 35.IO

Basswood 58.2 55.3 37.4 35.8 5|.5O

Beech 38.2 57.5 40.92

Ash 50.0 46.2 34.5 43.I 45.00

Cherry 66.0 88.4 75.8 63.70

WalnuT I27.0 87.5 I22.8 II7.25

Yellow

birch 88.0 85.7I

WhiTe pine 55.6 53.2 52.2 5|.87

Red pine 47.5 49.2 52.3 50.87

Jack pine 42.2 45.6 . 32.5 2‘37.55

Hemlock 40.8 55.8 49.35

NoTes:

In Wisconsin, 93 percenT of The mills used The Scribner or Scribner

D.C. log rule. For oTher noTes, see Table 23.
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AlThough a considerable amounT of variaTion is evidenT, prices

reporTed for each species by sawlog producers are neiTher consisTenT-

ly higher nor consisTenle lower, on a sTaTe-by-sTaTe comparison,

Than prices reporTed by sawmill firms. This can be Taken as an in-

dicaTion ThaT The prices reporTed by sawlog producers are noT biased

consisTenle in eiTher an upward or downward direcTion. Differences

beTween average prices based on price quoTaTions by producers and

Those based on reporTs by sawmill operaTors are mosT likely ex-

plained by The relaTively small number of quoTaTions received for

many of The species and by The facT ThaT some sawmill firms and pro-

ducers sampled in each sTaTe had had no sales TransacTions wiTh

oTher producers or mills in The sample. In an imperfecT markeT

siTuaTion, iT is noT unusual for Two individuals who make no sales

beTween Themselves To quoTe differenT TransacTion prices for The

same iTem. OTher facTors which probably accounT for some of The

differences among markeT parTicipanTs and among sTaTes wiTh regard

To The average prices reporTed for each species include differ-

ences in logging cosTs, hauling disTances, sawlog size and qualiTy,

and in oTher facTors which affecT The local demand and supply of

sTumpage and sawlog maTerial. Since markeT condiTions vary To a

conSiderable exTenT among local areas, The average prices based on

reporTs from all nine sTudy sTaTes are only indicaTive of wheTher

markeT prices in each sTudy area are above or below The average

for all sTudy areas and do noT indicaTe wheTher sawmill or producer

firms in The various sTaTes paid or received prices above or below

The average markeT price in Their respecTive areas.
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Perhaps The greaTesT value of The price daTa reporTed here is

The insighT They give regarding The sTandards of measure used by

sawmill and producer firms. For sawTimber Typical of The sTudy re-

gion, if The Doyle, Scribner, and lnTernaTional log rules are used

To measure a parTicular uniT of sawlogs and if The rules are

applied according To official prescripTions, The Doyle rule should

indicaTe abouT half as much volume as The lnTernaTional rule and

The Scribner rule Should indicaTe abouT 8O percenT as much volume

as compared To The InTernaTional rule. Therefore, if The rules are

used properly by all sawmill and producer firms, we would expecT

prices quoTed on The basis of The Doyle rule To be abouT Twice as

high as Those quoTed for The InTernaTional rule and for prices by

Scribner rule To be abouT 25 percenT higher Than prices based on

InTernaTional. Prices based on Doyle rule would also be abouT

60 percenT higher Than Those quoTed for The Scribner rule. A com-

parison of The prices quoTed for The Three differenT log rules,

as reporTed for several species by producers sampled in Michigan,

is made in Table 25. IT is apparenT ThaT prices quoTed for Doyle

and Scribner relaTive To Those quoTed for lnTernaTional are consid—

erably lower Than whaT mighT be expecTed if The rules were properly

used. However, The Doyle/Scribner price relaTionship is in general

agreemenT wiTh The conTenTion ThaT Doyle prices should be abouT

6O percenT higher Than Scribner prices if boTh rules are properly

applied. Since There is no reason To suspecT any correlaTion be-

Tween The log rule used and facTors ThaT affecT price, such as

sawlog qualiTy and The levels of supply and demand, The relaTion-

ships shown in Table 25 suggesT Two possibiliTies. FirsT, prices
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Table 25. Comparison of prices reporTed on The basis of Three

differenT log rules by producers sampled in Michigan,

 

 

 

 

l960

Log rules Poplar,

compared Hard maple aspen,eTc. Elm .Basswood Beech

(PercenT)

STumpage price raTio

Doyle/lnT. Il3 I07 I34 l|6 --

Scr./lnT. 67 I38 78 82 --

Doyle/Scr. I68 77 I73 I42 2l4

Sawlog price raTio

Doyle/lnT. IO7 ll3 I20 II9 --

Scr./lnT. 72 llO 92 - 79 --

Doyle/Scr. I48 I03 I30 l5l I33

 

Source: Based on Tables 2| and 22.
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paid for raw wood maTerial measured by The Doyle rule are equiv-

alenT To Those paid for The same maTerial measured by The Scribner

rule, buT prices based on boTh of These rules are relaTively much

lower Than prices based on The lnTernaTional rule. Second, one or

more of The log rules is noT applied according To official speci-

ficaTions so ThaT The acTuaI volumeTric relaTionships are dif-

ferenT Than Those indicaTed by sTandard volume Tables, and Thus The

observed price relaTionships may represenT a pariTy among prices

based on The differenT log rules. IT was observed earlier ThaT

many sampled producers and sawmill operaTors did noT use log

rules according To official specificaTions and ThaT The deviaTions

from The official applicaTion of The rules varied widely among

individuals. Under These circumsTances iT is highly quesTionable

wheTher pariTy exisTS among prices based on differenT log rules

or among prices quoTed for a parTicular log rule by individuals

who apply The rules differenle.

Logging and Hauling CosTs
 

In addiTion To STumpage cosTS, The cosTs of harvesTing The

Timber and TransporTing iT To sawmill siTeS represenT The major

coSTS involved in supplying The raw wood maTerial used by sawmill

firms. The cosTs of conTacTing STumpage sellers and negoTiaTing

STumpage purchases represenT a small porTion of ToTal wood pro-

curemenT cosTs and are noT included in The following analysis.

Average logging cosTs, including felling, bucking, and skid-

ding, for sampled producers and sawmill firms are presenTed in

Table 26. IT is apparenT ThaT average logging cosTs based on The
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Table 26. Comparison of average IOgging cosTsa re-

porTed by sampled sawlog producers and

sawmill firms, l960

 

. b .

Uan of measure . . Producers 7 Sawmills

 

(Dollars per M bd.fT. or per cord)

Doyle I2.87 l4.67

Scribner l3.54 l3.9l

lnTernaTional l/4" l3.35 l2.64

STandard cord 5.IO --

 

aIncludes all variable and fixed cosTs associaTed

wiTh logging—~felling, bucking, and skidding-—up To buT

noT including loading. Each average cosT is based upon

aT leasT 24 responSes. Averages noT reporTed for 3 or

fewer responses.

bScribner rule includes Scribner D.C. and Minne-

soTa STandard. lnTernaTional l/4" includes measure-

menT by lumber Tally.
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Doyle and Scribner rules are higher for sawmill firms Than for pro-

ducers, whereas The opposiTe is True for cosTs based on The lnTer-

naTional rule. Since abouT 7O percenT of boTh producers and sawmill

firms used eiTher Doyle or Scribner rules, iT appears ThaT average

logging cosTs, as reporTed by respondenTs, are generally higher for

sawmill firms Than for producers. The difference in The average cosT

of logging beTween producers and sawmill firms may reflecT acTual

differences in efficiency or iT may be due To differences in The

Species handled and logging condiTions. The dispariTy in average

logging cosTs may also be due parle To differences in menTal cosT

accounTing procedures. IT is possible ThaT sawmill firms Tend To

overesTimaTe The proporTion of ToTal sawmilling and procuremenT

cosTs ThaT resulT from logging operaTions. AnoTher possible ex-

planaTion is The facT ThaT producers generally use a higher pro-

porTion of Their own labor and family labor Than do sawmill firms.

If The labor provided by producers and sawmillers and Their families

is counTed aT a lower value Than similar labor provided by hired

help, The effecT is To underesTimaTe producers' cosTs relaTive To

cosTs esTimaTed for sawmill firms.

MosT producers and sawmill operaTors were noT able To provide

separaTe cosT esTimaTes for felling, bucking and skidding. For

Those firms ThaT did furnish separaTe esTimaTes, The breakdown be—

Tween felling and bucking cosTs and skidding cosTs was consisTenle

55 percenT and 45 percenT, respecTively.

IT is of inTeresT To noTe ThaT The cosT relaTionships among

The Three log rules lisTed in Table 26 are differenT Than whaT

would be expecTed if The volumeTric relaTionships among The log
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rules agreed wiTh Those for sTandard volume Tables. The cosT re-

laTionships presenTed in Table 26 give addiTional supporT To The

conTenTion The log rules are noT used according To officially

prescribed procedures.

In explanaTion of why barriers To enTry inTo The markeTs for

STumpage and sawlog maTerial are low, iT was briefly poinTed ouT in

an earlier chapTer ThaT economies of scale in logging and hauling

operaTions are noT subsTanTialIy greaT. FurTher evidence of This

is presenTed in Table 27. IT appears ThaT average logging cosTs

and average hauling cosTs are noT highly correlaTed wiTh size of

operaTion. A serious shorTcoming of The daTa presenTed in The

Table is ThaT The size classes are based only on The volume of saw-

logs produced raTher Than The ToTal volume of all Timber producTs.

AlThQUgh ToTal producTion is highly correlaTed wiTh sawlog produc-

Tion, some of The producer firms are misclassified for purposes of

evaluaTing scale economies of logging and hauling operaTions. IT

should also be menTioned ThaT small—scale producer firms Tend To be

more labor inTensive Than large-scale firms and ThaT producers

operaTing on a small-scale use proporTionally more of Their own and

family labor Than large-scale firms. If The labor conTribuTed by

The producer and his family is valued aT less Than full opporTuniTy

cosTs, operaTing cosTs for small-scale producer firms would be

underesTimaTed relaTive To The cosTs of larger firms. In spiTe of

The weakness of The daTa, if economies of scale were subsTanTial

iT would appear likely ThaT evidence To This effecT would be appar-

enT from The daTa presenTed in Table 27.
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Table 27. Average logging cosTs and average hauling cosTs per

mile reporTed by sampled producers, by size class, I960

 

ProducTion size class of producer

 

 

 

 

Lo ru Iea
.9

_ 500 M

l-49 50-l49 ISO-499 bd.fT.

M bd. fT. M bd. fT. M bd. fT. or more

(Dollars per M bd. fT.)

. b
Average logging cosT

Doyle I3.00 l2.50 l3.40 l|.4O

Scribner l2.80 I5.00 I3.80 --

lnTernaTional l/4" I4.5O l2.70 I4.5O --

Average hauling cosT per mileC

Doyle 0.48 0.46 0.53 0.48

Scribner 0.36 O.5l 0.48 --

lnTernaTional l/4" 0.70 0.70 0.66 --

 

aScribner rule includes Scribner D.C. and MinnesoTa STandard.

InTernaTional I/4" includes measuremenT by lumber Tally.

bIncludes all variable and fixed cosTs associaTed wiTh logging

up To buT noT including loading. Each average logging and hauling

cosT is based upon aT leasT 6 responses. Averages noT reporTed for

, 3 or fewer responses. I

CAverage ToTal hauling cosT (including loading and unloading)

divided by average hauling disTance.
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In order To calculaTe profiT margins separaTely for each sTaTe,

individual esTimaTes of average logging and hauling cosTs were com-

piled for each sTaTe. These esTimaTes for sampled sawlog producers

are presenTed in Table 28. Similar esTimaTes for sampled sawmill

firms are noT presenTed because of The difficulTy which many saw—

mill operaTors had in separaTing sawmilling cosTs from logging and

hauling cosTs, and also because The majoriTy of sawmill firms regu-

larly purchased sTumpage on a lump-sum basis and were Therefore

unable To provide reasonably accuraTe esTimaTes of sTumpage prices,

which are needed in order To calculaTe profiT margins. Differences

among sTaTes wiTh regard To The average logging and hauling cosTs

presenTed in Table 28 are mosT likely due To variaTions among sTudy

areas as To average hauling disTances, Topography, logging condi-

Tions, sawTimber species and size, sTand densiTies, and The cosT

of labor and oTher facTors of producTion.

The average cosTs presenTed in Tables 26, 27, and 28 are based

on boTh The esTimaTed cosTs of work performed by producers or saw-

mill firms and prices charged by conTracT loggers for logging and

hauling. Sampled producers esTimaTed ThaT cosTs for subconTracTed

logging were 35 cenTs per Thousand board feeT lower on The average

Than Their own logging cosTs. LiTTle difference was noTed, however,

in The cosT of hauling carried ouT by producers and The cosT of

subconTracTed hauling. The relaTionship of prices charged by con-

TracT loggers To cosTs incurred by producers who carry ouT Their

own logging and hauling has possible relevance as To The accuracy

wiTh which sawmill and producer firms esTimaTed average logging

and hauling cosTs. Unlike producers and sawmill operaTors, To
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TernaTional I/4" (lnTernaT.) includes measuremenT by lumber Tally.

Table 28. Average logging and hauling cosTs reporTed by sampled pro-

ducers, by sTaTe, l960

All

Log rule Mich. Wis. Minn. Ohio Ind. Ill. Iowa Mo. Kan. sTaTes

(Dollars per M bd. fT. or per cord)

Average logging cosT

Doyle I4.I I3.6 I5.0 l3.9 IO.4 8.I I4.3 I2.87

Scribner I2.0 l4.0 l2.4 l3.54

lnTernaT. I6.5 8.2 l3.35

STd. cord 5.2 4.9 5.l0

Average hauling cosT

Doyle l2.2 l0.6 l7.7 I2.3 9.6 8.0 l5.0 l0.90

Scribner l2.2 8.9 8.8 l0.04

lnTernaT. ll.7 7.9 6.8 I0.l4

STd. cord 4.4 3.0 4.02

NoTes:

CosTs for sTaTes are rounded To The nearesT l0 cenTs. Each aver-

age cosT is based upon aT leasT Three responses.

Scribner rule includes Scribner D.C. and MinnesoTa STandard. ln-
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whom logging and hauling operaTions are only a parT of Their ToTal

enTerprise, conTracT loggers musT aT leasT cover all of Their

logging and hauling cosTs in The long run. Thus we would expecT

cosTs based on subconTracTing To represenT a good esTimaTe of The

cosTS--including an allowance for normal profiT--of logging and

hauling operaTions. BuT even cosTs based on subconTracTing may

underesTimaTe long-run average cosTs. Many conTracT loggers are

only parT-Time operaTors. When They are noT busy wiTh oTher, more

lucraTive employmenT, They may very likely be willing To do some

subconTracT logging or hauling aT prices jusT high enough To cover

variable cosTs-—including perhaps only a nominal charge for Their

own Iabor—-wiTh someThing lefT over To apply Toward fixed equipmenT

charges. In The long run, however, They would noT be able To

operaTe full Time aT These prices. The probabiliTy ThaT many con-

TracT loggers price Their services aT less Than Their long-run

average cosTs, plus The facT ThaT many producers quoTed a conTracT

price as The esTimaTe of Their own cosTs, makeSiT doubeul wheTher

The close agreemenT beTween conTracT prices and cosTs esTimaTed by

producers lends any supporT as To The accuracy of The cosT esTimaTes.

Some indicaTion of The accuracy of esTimaTed cosTs reporTed

by sampled producers is provided by a cosT sTudy which was made

of hardwood logging operaTions in The Tennessee Valley (30). ThaT

sTudy provides Tables and formulas for esTimaTing average logging

and hauling cosTs. The coST formulas include The following var-

iables: facTor prices, Type of OperaTion, Type of equipmenT, Tree

size, Topography, Type of sale, skidding disTance, hauling dis-

Tance, and road condiTions. Based on The cosT formulas and facTor
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prices presenTed in The Tennessee sTudy, The following cosTs are

esTimaTed for logging and hauling condiTions Typical of The NorTh

CenTral Region:

Average cosT per

M bd.fT. lnT. %"
 

Felling and bucking (Wage = $I.37

 

per hour) $ 5.50

Skidding (Wage = $2.75; av. dis-

Tance = 200 fT.) I0.00

Hand loading (Wage = $I.l0 per hour) 2.50

Hauling (Wage = $l.50; 22 mi. paved,

I mi. woods roads) I4.28

Unloading (Wage = $l.50 per hour) .2l

$32.49

The above esTimaTe of average logging cosTs, including felling,

bucking, and skidding, is from one To Three dollars higher Than

Those reporTed by sampled sawmill and producer firms. Since labor

cosTs accounT for abouT 60 percenT of The average iogging cosT pre-

senTed in The above TabulaTion, differences beTween wage raTes in

The sTudy region and Those used in The Tennessee sTudy may accounT

for mosT of The difference in The average logging cosTs. Average

hauling cosTs, including loading and unloading cosTs, based on The

Tennessee daTa are abouT $6.50 higher on The average Than Those re-

porTed by sampled producers (Table 28). Only if wage raTes are

Taken aT near zero values would The average hauling cosTs based on

The Time sTudy agree wiTh The esTimaTes provided by producers sampled

in The sTudy region. The amounT by which hauling cosTs were likely

underesTimaTed by sampled producers may be less Than is apparenT

from The informaTion presenTed in The above TabulaTion and in

Table 28. The reason being ThaT Truck depreciaTion cosTs experienced
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by sampled producers were probably somewhaT lower Than Those reporTed

in The Tennessee sTudy. NeverTheless, on The basis of The above

comparison, iT appears ThaT sampled producers were somewhaT con-

servaTive in esTimaTing logging cosTs and ThaT They very likely

underesTimaTed hauling cosTs by a considerable amounT.

Comparison of CosTs and Prices
 

The cosTs and reTurns of producer operaTions are compared in

Table 29. Similar comparisons are noT made for sampled sawmill firms

because of The difficulTy of separaTing sawmilling cosTs from log-

ging and hauling cosTs and also because over half of The sawmill

firms usually purchased STumpage on a lump-sum basis and Therefore

had a poor idea of per-uniT sTumpage cosTs. Judging from The infor-

maTion presenTed in Tables 2l-24 and 26, The cosTs and reTurns as-

sociaTed wiTh producing sawlogs are noT ThoughT To be subsTanTlally

differenT for sawmill firms Than for sawlog producers.

The margins presenTed for each species by STaTe and log rule

in Table 29 were calculaTed by subTracTing average sTumpage price

and average logging and hauling cosTs from average price received

for sawlogs delivered f.o.b. mill. Assuming ThaT esTimaTed logging

and hauling cosTs include all cosTs associaTed wiTh These opera-

Tions--including full opporTuniTy cosTs of labor conTribuTed by

producers and Their families--The margins represenT The gross profiT

or loss associaTed wiTh producing l,000 board feeT of The various

Species.

Because of insufficienT informaTion abouT The cosT sTrucTure

of producer operaTions, iT is noT possible To esTimaTe average
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raTes of reTurn on invesTed capiTal. IT is possible, however, TO

compare profiT raTios, expressed as The raTio in percenT Of margin

To price received, for producing sawlogs wiTh The profiT raTios

associaTed wiTh producing OTher Timber producTs in The NorTh CenTral

Region. ProfiT raTios for producing pine and aspen sawlogs are

somewhaT higher Than The profiT raTios reporTed by ManThy and

James (40) for pine and aspen pulpwood produced in The Lake STaTes.

According TO informaTion presenTed by Massie and James (42), pro-

ducing whiTe oak sTave bOITS in Ohio appears To be considerably

more profiTable Than producing whiTe oak sawlogs. ProfiT raTios

reporTed by Massie (4|) are higher for mosT Species of qualiTy

veneer logs produced in The sTudy region Than The raTios presenTed

in Table 29 for The same species of sawlogs. However, on The

whole, profiT raTios for producing sawlogs do noT appear To be sub-

sTanTialIy differenT Than Those for The same species of OTher

Timber producTs.

IT is also possible To gain a general impression of The relaTive

profiTabiliTy Of producing various Species Of sawlogs. The raTio of

margin To operaTing cosTs appears To be a beTTer criTerion for This

Task Than The raTio Of margin To price received because The second

criTerion Tends To underesTimaTe The relaTive profiTabiliTy of pro-

ducing high—priced Species as compared To low-priced species.l On

 

IFor example, under The assumpTion ThaT logging and hauling

cosTs are The same, a producer would be as well Off wiTh a $3 margin

on a species ThaT sells for $60 as for a Species ThaT sells for $30.

There is no reason To believe ThaT risks or capiTaI requiremenTs

would be greaTer for producing The $60 Species, yeT according To The

margin To selling price criTerion, The $60 species, wiTh a profiT

raTio of 5 percenT, would appear relaTively less profiTable Than The

$30 Species, wiTh a profiT raTio of IO percenT.
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The basis of The raTios of margins To logging and hauling cosTs

presenTed in Table 29, if is apparenT ThaT ET is generally unprofiT-

able To produce elm and beech sawlogs, whereas The mosT profiTable

Species appear To be walnuT, cherry, sofT maple, whiTe pine, and

red pine. CauTion should be used, however, in making comparisons

Of profiTabiliTy among Species because, for The mosT parT, logging

and hauling cosTs were based on The average cosTs for all species

handled by producers sampled in each sTaTe raTher Than upon The

cosTs associaTed wiTh each individual Species. Since mosT sTumpage

purchases conTain several differenT species, iT is also possible

ThaT producers accepT low margins on some species by Offering a

higher sTumpage price Than whaT a parTicular species is worTh by if-

self as long as The loss is more Than made up for by higher margins

on OTher species.

The daTa presenTed in Table 29 also shed some lighT on The

pricing of sawTimber STumpage. The lasT column in The Table com-

pares The sTumpage price and conversion reTurn associaTed wiTh each

species. Conversion reTurn is defined here as The average price

received for sawlogs delivered f.o.b. mill minus average logging and

hauling cosTs. IT is made up of The price paid for sTumpage plus The

profiT margin received by The producer. Whereas prices received for

sawlogs are generally seT by The sawmill operaTor, producers have a

greaT degree of influence in esTablishing sTumpage prices. IT is

very likely, Therefore, ThaT mosT producers make esTimaTes of con-

version reTurn TO serve as guides in The pricing of sawTimber

sTumpage. WiTh The excepTion of elm and beech, for which producers

appear TO expend all, or in excess, Of The conversion reTurn for
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These species, iT appears ThaT producers generally expend beTween

50 and 80 percenT of The esTimaTed conversion reTurn for sTumpage.

AlThough iT is noT possible To make a judgmenT as To The equiTy

of The division of conversion reTurn beTween profiT margin and

sTumpage price, iT is apparenT from Table 30 ThaT sampled producers

in Michigan who used The Doyle rule generally realized a larger

profiT margin relaTive To conversion reTurn Than producers who used

The Scribner or InTernaTional log rules. In four ouT of five

species for which comparaTive daTa were available, a smaller propor-

Tion of The conversion reTurn was paid ouT as The price for sTumpage

by producers who used The Doyle rule Than by producers who used The

OTher Two rules. IT appears ThaT foresT landowners, aT leasT in

Michigan, are aT a greaTer disadvanTage when selling STumpage on The

basis of The Doyle log rule as compared TO The Scribner and lnTer-

naTional rules. In view of The landowners' lack Of undersTanding Of

The various log rules and The lack of sTandardizaTion in The appli-

caTion of The differenT rules, This conclusion seems wholly jusTi-

fled.
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Table 30. RaTio of sTumpage price To conversion reTurn for Three

differenT log rules used by producers sampled in

Michigan, I960

 

 

Species, Doyle , ..Scribner.l , InTernaTional

(PercenT)

Hard maple 88 96 9|

Poplar, aspen

and coTTonwood 54 65 69

Elm |l3 I5I I46

Basswood 69 99 87

Beech ll4 ll2 --

 

Source: Table 29.



CHAPTER 8

EVALUATION OF MARKET PERFORMANCE

MarkeT performance (efficiency) refers To The resulTs of The

compeTiTive inTeracTions among firms wiThin a markeT which direchy

affecT The welfare Of The parTicipanTs in The markeT and socieTy

as well. lndusTry performance has The same connOTaTion excepT ThaT

The uniT of inquiry is The indusTry raTher Than The markeT or mar-

keTs in which The indusTry operaTes.I For cerTain Types of markeT

sTrucTure, The relaTionship of markeT sTrucTure TO conducT and con-

ducT To performance is fairly well esTablished, aT leasT on TheoreT-

ical grounds. For example, in The case of a monopolized indusTry,

oquuT is almosT sure To be resTricTed and excess profiTs earned,

wiTh The resulT ThaT relaTively TOO few resources are employed in

The monopolized indusTry and The monopolisT receives a dispropor-

TionaTely large share of ToTal income. In markeTs which are neiTher

 

lMOST wriTers in The field of markeT sTrucTure analysis use The

Term indusTry performance inTerchangeably wiTh markeT performance,

alThough The laTTer Term is used more frequenTIy. Some performance

dimensions, such as producTion efficiency, Technological progressive-

ness, and The cosTs of sales promoTion, relaTe more To The indusTry

Than To The markeT or markeTs in which The indusTry operaTes. The

performance of The indusTry in These dimensions, however, affecTs

The welfare of OTher parTicipanTs in These same markeTs and, There-

fore, such dimensions IegiTimaTely consTiTuTe parT of The performance

of These markeTs. In keeping wiTh convenTion, Those dimensions which

refer primarily To The sawmilling indusTry raTher Than To boTh The

supply and demand sides Of The markeTs for sawlog maTerial and saw-

mill producTs are referred To as indusTry performance.

233
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purely compeTiTive nor monopolisTic in STrucTure, economic Theory is

less conclusive. IndusTrial organizaTion Theory is, neverTheless, a

useful analyTical framework for invesTigaTing The economically signi-

ficanT aTTribuTes of aTomisTic or Sligthy OligOpolisTic markeTs

and for evaluaTing The performance of These markeTs.

The evaluaTion of performance involves four sTeps: (I) iden-

Tifying The cruCial dimensions of performance, (2) measuring acTual

performance for each dimension, (3) esTablishing TheoreTical and

operaTional norms Of ideal performance, and (4) evaluaTing acTual

performance in Terms Of These norms. The dimensions of performance

recognized in This sTudy are Those which have been idenTified by The

TheoreTicians Of markeT sTrucTure analysis, Sosnick (68) and Bain (2)

in parTicular. MOST of The OperaTional norms used in This analysis

are also Taken from The work by Sosnick. The norms are operaTionaI

in The sense ThaT They refer To economic aTTribuTes which can be

verified empirically and classified as To wheTher They represenT

accepTable or unaccepTable performance. They relaTe To and in some

cases are developed from The TheoreTical norms derived from economic

Theory. The indicaTions of The acTual performance of The markeTs

for sawlog maTerial and sawmill producTs are limiTed for The mosT

parT To deducTive inferences as To The kind of performance ThaT is

likely To resulT from The observed sTrucTure and conducT Of The

markeTs. A Thorough quanTificaTion of acTual performance in any

one of iTs dimensions would consTiTuTe a formidable endeavor in

iTself and is beyond The scope Of This sTudy.

The dimensions of markeT performance which are considered

below are resTricTed To The following: The amounT and qualiTy Of
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sales promoTion, The level of earnings of sawlog producers, pro-

ducTion efficiency, Technological progressiveness, exchange effi-

ciency, producT suiTabiliTy, parTicipanT raTionaliTy, and conserva-

Tion. The discussion begins wiTh Those dimensions for which liTTle

quanTificaTion of acTual performance was possible or for which The

deducTive inferences based upon The exTanT markeT sTrucTure and

conducT were less clear. IT ends wiTh Those dimensions (producT

suiTabiliTy, parTicipanT raTionaliTy, and conservaTion) for which iT

was possible To measure or aT leasT deduce The naTure of acTual

performance wiTh a reasonable degree of reliabillTy. Four OTher

performance dimensions idenTified by Sosnick--uneThical pracTices,

labor relaTions, level of oquuT, and exTernal effecTs—-are noT

discussed. OTher Than The possibiliTy of cheaTing in The measure-

menT of sawlogs and lumber and cerTain logging meThods which deviaTe

from good conservaTion pracTices, inTerviews wiTh producers and

sawmill operaTors failed To reveal ThaT uneThical pracTices con-

sTiTuTe an imporTanT aspecT of markeT performance. InsufficienT

informaTion was obTained in order TO deTermine acTual performance

wiTh regard To labor relaTions. As for exTernal effecTs and level

of oquuT, The norms presenTed by Sosnick are more TheoreTical Than

OperaTional and do noT lend Themselves TO The kinds of TesTs ThaT

are possible in This sTudy.

ProducTion Efficiency
 

ProducTion efficiency involves such quesTions as The scale of

planTS and firms, degree of planT uTilizaTion, verTicaI inTegraTion,

conTrOl of inpuT and oquuT invenTories, uTilizaTion of by-producTs,
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equalizaTion of marginal cosTs among planTs, coordinaTion among

firms and The cosT of adapTing To uncerTainTy, The regulariTy of

operaTions, and The raTe Of Turnover among firms and oTher losses

due To disconTinuiTies. Given such a mulTipliciTy Of aTTribuTes

and a nearly infiniTe varieTy of economic siTuaTions and alTerna-

Tive ways of adjusTing To each siTuaTion, Sosnick (68) correchy

asserTs ThaT The opTimum or minimum cosT adjusTmenT in each case is

noT ascerTainable. He suggesTs ThaT alThough iT may be possible To

deTecT some gross inefficiencies wiTh regard To inTegraTion and

planT uTilizaTion, OperaTional norms should noT refer To minimum

cosTs buT should merely specify ThaT no real cosTs persisT ThaT

are clearly unnecessary To produce The goods and services ThaT are

being provided. AlThough no analysis has been made Specifically To

idenTify any such unnecessary cosTs associaTed wiTh producer and

sawmill operaTions, cerTain quesTions can reasonably be raised and

hypoTheses proposed regarding The efficiency Of These operaTions.

The facT ThaT many producers and sawmill operaTors keep no records

Of cosTs and reTurns and ThaT many operaTe only parT Time and Thus

are noT likely To acquire a high degree of managerial compeTence is

perhaps The mosT Obvious indicaTion ThaT sawmill and producer opera-

Tions are noT likely To be highly efficienT.

A considerable amounT of excess sawmill capaciTy exisTed

wiThin The sTudy region in I960 and probably sTill exisTS Today.

The survey Of sawmill firms revealed ThaT only 47 percenT of The

firms operaTed aT 75 percenT or more of capaciTy (eighT-hour shifT);

29 percenT operaTed beTween 50 To 75 percenT of capaciTy, and 24 per-

cenT operaTed aT less Than 50 percenT of capaciTy. PersisTenT
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excess capaciTy which is noT needed To meeT periodic increases in

demand is generally considered To represenT inefficiency because more

resources are allocaTed To The indusTry Than are needed and fixed

cosTs are higher Than necessary. In The case of The sawmilling in-

dusTry in The sTudy region, The imporTanT issue is wheTher new

mills going inTo operaTion are uTilized aT full capaciTy. This

does noT refer To new enTries resulTing from changes in The owner-

ship Of Old, previously exisTing sawmills because no inefficiencies

are necessarily involved in This Type of enTry--excepT for possible

Temporary inTerrupTions in producTion--as long as The new owner

values The mill aT iTs probable, less-Than-fulI-capaciTy oquuT.

CurrenT excess sawmill capaciTy may indicaTe a misallocaTion of re-

sources in The pasT; iTs persiSTence may indicaTe only ThaT Old

sawmills are worTh more in The periodic producTion Of lumber Than as

scrap iron. However, There is The likely possibiliTy ThaT ignorance

of alTernaTive invesTmenT opporTuniTies, uncerTainTy, and inerTia

againsT relocaTion of labor and enTrepreneurs prevenT many sawmill

operaTors from quuidaTing Their sawmill asseTs and reinvesTing in

more remuneraTive enTerprises.

IT is noT possible in pracTice To deTermine whaT is The opTimum

scale for sawmill or producer firms. The opTimum scale would of

course vary ThroughouT The region depending on The species, size,

and qualiTy composiTion of The foresT resource, sTand densiTies, The

conTiguiTy Of The foresT resource, The Types of producTs produced,

The degree of verTical inTegraTion, and OTher facTors. IT was

poinTed ouT in ChapTer 4 ThaT alThough some economies Of scale

exisT wiThin The regional sawmilling indusTry, They are noT as greaT
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as Those realized by The sawmilling indusTry based on The old-growTh

resource in The wesTern STaTes. IT was also revealed ThaT cosT daTa

reporTed by sampled producers failed To show any apparenT correla-

Tion beTween size Of producer operaTion and average logging and

hauling cosTs. UndoubTedly This was parle due To The facT ThaT

There was IiTTle difference in The relaTive amounTs and Types Of

equipmenT used in small producer operaTions as compared TO large

operaTions. IT is quiTe likely ThaT larger invesTmenTs in Special

loading devices, crawlers and oTher Types of TracTors suiTable for

skidding, special Skidding equipmenT, and fasTer and more powerful

Trucks would bring abouT lower average logging and hauling cosTs.

The gains To be realized from increasing The size of a sawmill

operaTion are noT so much associaTed wiTh efficiencies realized from

The manufacTuring process as They are wiTh markeTing and managerial

efficiencies. The scale economies Of a sawmill operaTion conceiv-

ably include The following: (I) The abiliTy To aTTracT a greaTer

number and varieTy of buyers; (2) a larger geographical markeT, Thus

greaTer insurance againsT flucTuaTions in local markeTs; (3) The

possibiliTy of higher average prices for large-volume orders because

Of procuremenT savings realized by buyers; (4) The feasibiliTy of

selling a greaTer prOporTion of oquuT in producT IOTS which are

homogeneous wiTh respecT TO Species, grade, and size and which

aTTracT buyers who are willing To pay premium prices for homogeneous

IoTs; (5) The feasibiliTy Of hiring lumber graders and Thus breaking

The sawmill firm's dependence on The buyer's scale; (6) a reducTion

in The volume of high-value maTerial which, because of insufficienT

volumes, is sold along wiTh maTerial of lower value; (7) The
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possibiliTy of sorTing ouT all sawlog maTerial according TO iTs mosT

suiTable producT use and eiTher reselling if or inTegraTing inTo

OTher producT lines; (8) The feasibiliTy of dividing managerial

responsibiliTies among several individuals who could Specialize in

such areas as sales and markeTing, manufacTuring, and wood procure-

menT; and (9) The abiliTy To acquire greaTer amounTs of financing--

possibly by changing To a corporaTe form of ownership-~and The

possibiliTy of obTaining financing more cheaply. AlThough The

scale economies of an individual sawmill planT are limiTed by The

increasing marginal COST of sawlog maTerial as planT scale increases,

The economies of scale of firms consisTing of several mills and

oTher faciliTies are far less resTricTed. Several large producers

of palleTs and conTainers, flooring sTock, and finished flooring

have found iT economical To operaTe several porTable or sTaTionary

mills ThaT ship Their oquuT To one or more company—owned facil-

iTies where The maTerial is graded, sorTed, usually processed fur-

Ther, and sold. In view of The small-scale, single—mill characTer

of mosT sawmill firms in The sTudy area and The possible markeTing,

managerial, and financial economies To be realized from increasing

The scale of such firms, iT appears ThaT mosT sawmill firms in The

region are operaTing aT a smaller Than opTimum scale.

ExcepT for firms ThaT produce palleTs and conTainers and

"OTher4'manufacTured producTs and The few ThaT operaTe separaTe re-

Tail yards, mosT sawmill firms in The region have noT inTegraTed

forward beyond The sTage of producing rough or surfaced lumber and

OTher remanufacTured producTs. AbouT Two-Thirds of The sawmill

firms do some or all of Their own logging and hauling, buT very few
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sawmill or producer firms supply a subsTanTial porTion of Their saw-

Timber requiremenTs from Their own lands. The advanTages of verTical

inTegraTion--in Theory aT IeaST--include: avoidance of The cosTs of

exchange such as adverTising, search, haggling, collecTing dest,

and dishoneSTy; coordinaTion in The exchange of informaTion and in

scheduling; and marginal-COST pricing (68). The economies To be

realized in The sawmilling indusTry, however, appear To be Those

associaTed more wiTh scale (as discussed above) Than wiTh verTical

inTegraTion. One advanTage ThaT is associaTed wiTh boTh of These

Two phenomena is ThaT realized by sawmill firnB Thafdo Their own

logging in order To keep Their personnel employed full Time and Thus

avoid personnel losses To jobs Offering sTeadier employmenT. Closely

relaTed TO The quesTion of verTical inTegraTion are The issues of

producT diversificaTion and The uTilizaTion of by-producTs. The

heTerogeneiTy of The foresT resource wiTh regard To The size, species,

and qualiTy of Trees and The qualiTy variaTion found wiThin indivi-

dual Sawlogs sTrongly suggesT The desirabiliTy of producT diversifi-

caTion. AlThough a diversiTy Of sawmill producTs are produced by

mosT sawmill firms in The sTudy region, There are few insTances of

The inTegraTion of sawmilling wiTh The producTion of veneer or ply-

wood, charcoal, parTicle board, wood pulp, or OTher wood producTs.

The NorTh CenTral Region has lagged behind The SouTh in The uTili-

zaTion of by-producTs such as slabs and edgings in producing pulp—

based wood producTs. A sTudy of coarse sawmill residues (Slabs,

edgings, and Trims) revealed ThaT abouT 450,000 cords Of This

maTerial were produced in The Three Lake STaTes in I959 (48). MOST

of This maTerial was eiTher given away or sold aT low prices for
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residenTial and indusTrial heaTing. The small size and widely

dispersed IocaTions of sawmills in The sTudy region make iT cosTIy

for pulp and paper planTS and oTher poTenTial, large-volume users

To procure The maTerial. IT is possible ThaT under a less aTomisTic

markeT sTrucTure, sawmill residues mighT profiTably be used in

producing producTs more valuable Than fuelwood.

ConTracTual agreemenTs and oTher devices offer alTernaTives

To verTical inTegraTion by ownership as a means of coordinaTing

markeTing funcTionS and of adapTing To uncerTainTy. IT has been

demonSTraTed ThaT TransacTion agreemenTs beTween landowners and

STumpage buyers, beTween producers and sawmill firms, and beTween

sawmill firms and producT buyers are generally considered To be

unenforceable and are usually concerned only wiTh The very shorT

run.

IT is recognized ThaT The ongoing process of firm Turnover

and disconTinuiTies in The producTion process produce social wasTes,

buT The real issue is wheTher They represenT from The social sTand-

pOinT The leasT cosle adJuSTmenTS To changes in economic condiTions.

The quesTion is unanswerable in pracTice buT some clarificaTion is

possible in The case of The sawmilling indusTry. AlThough There is

a rapid raTe of birTh and demise of boTh sawmill and producer firms,

much of The so-called Turnover represenTs The reacTivaTion and dis-

conTinuaTion of acTiviTies of inTermiTTenT operaTors. The produc-

Tion of sawlogs and sawmill producTs is highly seasonal, resulTing

mainly from seasonal changes in logging condiTions and secondarily

from seasonal opporTuniTies in alTernaTive forms of employmenT--boTh

of which depend upon weaTher condiTions. The periodic
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disconTinuaTion and reacTivaTion of sawmill and producer OperaTions

does noT in iTself consTiTuTe a diseconomy, for such behavior may

represenT The mosT efficienT adjusTmenT To changing economic con-

diTions under The exisTing markeT STrucTure. For insTance, many

sawmill firms shuT down during The poor logging season because

They are unable To finance a sufficienle large build-up of sawlogs

To carry Them Through This season. AlThough The inabiliTy of many

sawmill firms (and producers) To obTain sufficienT financing may be

an accuraTe reflecTion of The high risks of Their OperaTions, iT

also calls inTo quesTion The efficiency of a markeT which is con-

sTanle plagued by disconTinuiTieS in producTion which could be

subsTanTially reduced Through The greaTer availabiliTy of financing.

FurThermore, iT may be quesTioned wheTher adjusTmenTs in The level

of indusTry oquuT mighT beTTer be effecTed by flucTuaTions in The

oquuT of sTable, full-Time firms operaTing aT eighT-hour shifT

capaciTy mosT of The Time and aT more Than one shifT per day during

periods Of high demand. Such an indusTry sTrucTure would resulT

in a more efficienT uTilizaTion Of planT and equipmenT, buT fluc—

TuaTions in The derived demands for labor and sawlog maTerial would

noT necessarily be reduced subsTanTiaIly. Some reducTion in The

variabiliTy of The demand for labor may be expecTed because labor

inpuTs per uniT of oquuT are smaller in The case of larger, more-

capiTal-inTensive firms. Thus flucTuaTions in oquuT cause smaller

flucTuaTions in The demand for labor as compared wiTh smaller, more-

Iabor-inTensive firms.

AlThough iT is possible TO speculaTe endlessly abouT The

implicaTions which The observed markeT sTrucTure and conducT have
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wiTh regard To producTion efficiency, in facT, IiTTIe is known abouT

The acTual level of efficiency, To whaT exTenT and in whaT areas

producTion efficiency can be improved, and The degree of dispariTy

beTween acTual and opTimum efficiency. MOST of The remaining per-

formance dimensions are no less complicaTed; The norms for some,

however, are more suiTable for empirical invesTigaTion.

Technological Progressiveness
 

TechnOIOgical progressiveness is an imporTanT aspecT of an

ever changing economy. This performance dimension refers TO The

raTe aT which firms develop and adopT new or improved producTion

Techniques and producTs. No meaningful operaTional norms are avail-

able for The raTe of discovery Of new producTion meThods and producTs

because The raTe Of discovery depends upon The opporTuniTies for

discovery, which are noT only unknown buT are also unknowable. IT

is also a difficulT Task To measure The acTual raTe of invenTion and

developmenT. However, The level of expendiTures for research and

developmenT serves aT leasT as an index of The amounT of resources

devoTed To The discovery and innovaTion of new Techniques and prod-

ucTs. A recenT sTudy Of foresTry research reporTed The following

expendiTures on producT research by privaTe indusTry in The fiscal

year I959-I960: pulp, paper, and OTher fiber producTs, $42.0 mil-

lion; lumber and lumber producTs, $8.0 million; plywood, veneer,

and adhesives, $4.2 million; and all oTher foresT producTs indus-

Tries, $5.6 million (67). ExpendiTures on foresT managemenT re-

search amounTed To an addiTional $2.2 million for all foresT prod-

ucTs indusTries combined. Using These daTa, Zivnuska (I04)



244

esTimaTed ThaT The amounT invesTed in producT research for each

Thousand cubic feeT of wood used was $I7.l0 for The pulp and paper

indusTry, $5.75 for The plywood and relaTed indusTries, and only

$|.5O for The lumber lndusTry. In comparison To The ToTal amounT

spenT on research in The UniTed STaTes in I960, ToTal privaTe and

public expendiTures for research in The field of foresTry amounTed

To 0.35 percenT Of whaT The primary foresT producTs indusTries

conTribuTed To GNP, whereas all research amounTed TO 2.5 percenT

of ToTal GNP (67). Few sawmill firms and probably no sawlog pro-

ducers in The sTudy region mainTain organized research programs.

Nearly all firms in The region are financially unable To invesT in

research. Planning horizons are usually TOO shorT TO jusTify in-

vesTmenTs in research which yield subsTanTial benefiTs only afTer

years of knowledge accumulaTion. AnoTher facTor which discourages

research invesTmenTs by individual firms is The facT ThaT invesTing

firms cannoT easily prevenT research findings from being dissemin-

aTed TO compeTiTors. However, The ideal raTe of research expendi-

Tures, from a social STandpoinT, does noT depend upon The raTe ThaT

is feasible under a given markeT sTrucTure. RaTher, iT depends

upon The poTenTial benefiTs To be realized from more or less invesT-

menT inresearch. AlThough The ideal raTe Of research expendiTures

is noT ascerTainable, in view Of The facT ThaT The relaTive amounT

expended on research by The sawmilling indusTry in The sTudy region

is far below The naTional average for all research as well as for

research by The plywood and pulp and paper indusTries, iT is rea-

sonable To hypoThesize ThaT research expendiTures by The sawmilling

indusTry in The sTudy region are below a socially desirable raTe.
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Before leaving The subjecT of Technological progressiveness,

some consideraTionr should be given To Three deparTures from ideal

performance recognized by Sosnick (68). They include: errors made

in invesTmenT because inappropriaTe TesTs are used in evaluaTing

profiTabiliTy or for failure To consider or acquire informaTion

abouT benefiTs and cosTs which is available aT a reasonable cosT;

The suppression Of invenTions such as by refusing To inform OThers

or by charging exorbiTanT license fees; and The inadequaTe diffu-

sion of innovaTions. There appears To be IiTTIe conscious suppres-

sion of invenTions in The sawmilling indusTry Of The sTudy region.

On The oTher hand, if is quesTionable wheTher Technological changes

are rapidly disseminaTed ThroughouT The indusTry and wheTher inno-

vaTionS are readily inTroduced from ouTside The indusTry or region.

The same facTors which cause markeT informaTion To be inadequaTe

also impede The flow Of informaTion abouT Technological changes.

There appears To be IiTTIe doubT ThaT well-advised evaluaTions of

invesTmenT opporTuniTies are also ThwarTed by inadequaTe informa-

Tion abouT cosTs and reTurns.

Earnings of Sawlog Producers
 

IT is a commonly accepTed conTenTion in economics ThaT profiTs

in excess of a "normal" or "socially desirable" profiT raTe should

noT persisT and ThaT losses should be only moderaTe and ShorT-

lived. Prolonged excess profiTs are considered To be undesirable

because enTerprise owners receive a disproporTionaTely large share

of ToTal income and because, under monopolisTic or oligOpOlisTic

markeT sTrucTures, excess profiTs are ThoughT To be associaTed wiTh
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oquuT resTricTion. Likewise, persisTenT losses indicaTe a failure

of markeT forces To effecT a relocaTion of resources To more prof-

iTable endeavors, and severe losses may resulT in bankrupTcy and The

spread of losses To crediTors. However, neiTher periodic excess

profiTs nor moderaTe, shorT-lived losses are undesirable. ModeraTe

losses are TherapeuTic To The exTenT ThaT They help To eliminaTe

excess capaciTy. Periodic excess profiTs are noT generally ThoughT

To be undesirable, especially if They represenT windfall profiTs

or resulT from invenTion or innovaTion.

Since whaT consTiTuTes a socially desirable profiT raTe is a

maTTer Of debaTe and since acTual profiT raTes for The sawmilling

indusTry are unknown, a nonn for The profiTabiliTy of producer Opera-

Tions is suggesTed which refers To The gross earnings of producers

and Their employees raTher Than To profiTs. The reTurn To The labor

conTribuTed by The producer and his family is wiThouT doubT The major

source of income realized in mosT producer OperaTions. On The basis

of The sTudy Of logging cosTs in Tennessee (30) iT is esTimaTed ThaT

labor consTiTuTes abouT 53 percenT of ToTal logging and hauling

cosTs. Producers and members Of Their families usually conTribuTe

The major Share of The labor Themselves. For insTance, nearly Two-

Thirds Of The sampled producers were noT assisTed on a full-Time

basis by eiTher family or non-family members. Of The full-Time

laborers hired, 45 percenT were members of The producer's immediaTe

family. A reasonable norm for judging wheTher reTurns from producer

operaTions are accepTable from a social STandpoinT is wheTher The

average income by labor in This indusTry is comparable To ThaT

received by similar labor in oTher indusTries and aT leasT equal To
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The minimum wage esTablished by The federal governmenT.

The TabulaTion which follows Shows The percenTage disTribuTion

for 40 sampled producers--Those who received all of Their income

from producing Timber producTs and hired no full—Time family or

non-family employees--according To The esTimaTed average gross

income received for The labor conTribuTed by The producer. (Sim-

ilar informaTion for producers who hired full-Time family or non-

family employees is noT meaningful because full-Time employees of

producers who operaTed only parT of The year may have received in-

come from oTher sources.) The esTimaTes are based upon The weighTed

average logging and hauling cosTs reporTed by sampled producers and

The proporTion of ToTal cosTs represenTed by labor as reporTed by

The Tennessee sTudy (30). AfTer deducTing an allowance of 6 percenT

reTurn on invesTmenT, iT is esTimaTed ThaT on The average labor

accounTs for $I2.45 of average logging and hauling cosTs. Adding

To This The weighTed average margin realized per Thousand board feeT

of $5.95 gives $I8.4O as an esTimaTe of The average amounT payable

To labor per Thousand board feeT. (The margin--average price re-

ceived for delivered sawlogs minus average cosTs for sTumpage,

logging, and hauling-~supposedly represenTs The reTurn on invesTmenT

plus economic profiT. IT is highly quesTionable, however, wheTher

cosT esTimaTes by producers included all cosTs--especially all labor

cosTs.)
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Gross income PercenT

per producer of producers

(Dollars)

Less Than 2,600 3|

2,600 - 3,999 I5

4,000 - 4,999 2

5,000 - 7,499 30

7,500 - 9,999 l2

l0,000 or more _19_

IOO

According To The above TabulaTion, approximaTely 3| percenT

of The sampled producers who received no income from oTher sources

and hired no full-Time employees received incomes smaller Than The

annual equivalenT of The Federal minimum wage of $l.25 per hour.

In comparison To The naTion—wide average income Of $3,820 received

by nonsupervisory employees Of logging camps and conTracTors (8|),

abouT 45 percenT of The above group of producers received a lower

income. Comparisons wiTh OTher indusTries are TOO hazardous be-

cause labor inpuTs vary Tremendously in qualiTy from indusTry To in-

dusTry. In spiTe Of The facT ThaT The incomes reporTed in The above

TabulaTion are noT neT of wages paid TO parT-Time employees, The daTa

suggesT ThaT sawlog producers in The sTudy region receive incomes

comparable To Those received by loggers ThroughouT The naTion.

NeverTheless, iT appears ThaT an unreasonably high prOporTion Of

The above group Of producers received smaller incomes Than a so-

cially accepTable minimum. IT is noT known wheTher The above group

Of producers k5 represenTaTive of The enTire region or wheTher

some failed To reporT social securiTy, welfare or OTher income or

were jusT having a bad year. The available evidence suggesTs,
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however, ThaT a significanT proporTion of sawlog producers earn less

Than The esTablished minimum wage. To The exTenT ThaT producers

earn subminimum wages because They are ignoranT of alTernaTive em-

ploymenT opporTuniTies, fraughT wiTh uncerTainTy abouT relocaTing

for more IucraTive employmenT opporTuniTies, or financially unable

To meeT The cosTs of relocaTion, markeT performance, or perhaps

more accuraTely, The performance of The whole economy is less Than

ideal.

Sales PromoTion
 

The quesTion of sales promoTion, as a dimension of markeT

performance, is concerned wiTh The level of adverTising expendiTures,

The conTenT and objecTives of adverTising, The use of salesmen, and

expendiTures on disTribuTive Services in excess of whaT cusTomerS

would be willing To pay for if They had a choice. The lasT Two

issues also represenT aspecTs of The performance dimensions: ex-

change efficiency and producT suiTabiliTy. AlThough some poliTical

economisTs condemn high raTios of adverTising cosTs To ToTal cosTs

or To ToTal sales revenue, The generally accepTed norm for adver-

Tising is ThaT informaTive adverTising, for insTance, ThaT which is

found in newspapers and which conTains informaTion abouT prices,

The availabiliTy Of new STyles or new producTs, new markeT ouTleTs,

and changes in business ownership or locaTion, is desirable and

necessary. On The OTher hand, persuasive adverTising, especially

rivalrous adverTising Of esTablished producTs, and misleading ad-

verTising are wasTefuI and undesirable from a social STandpoinT.
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ThroughouT The naTion as a whole, The lumber indusTry, in

comparison wiTh many or mosT oTher manufacTuring indusTries, ex-

pends a small proporTion of ToTal operaTing cosTs on sales pro-

moTion (l02). In comparison wiTh The STone, clay, and glass

producTs indusTry group, which compeTes in many markeTs wiTh saw—

mill firms, adverTising cosTs by The lumber and wood producTs

indusTry group averaged 0.4 percenT of ToTal sales revenue during

The period I952-58, whereas The raTio for The compeTing indusTry

group ranged from 0.7 To 0.9 percenT (49). AdverTising cosTs

amounTed To only 0.2 percenT of sales revenue for The lumber and

wOOd producTs group during The years l945-48 (49), as compared wiTh

I2 ouT of 20 indusTries sTudied by Bain (2) which had raTios of

adverTising cosTs To sales of from I To I0 percenT during approximaTe-

ly The same period. Similar daTa are noT available for The sTudy

region, buT since The vasT majoriTy of sales promoTion expendiTures

by The naTional lumber indusTry are made by' a relaTively few large

firms locaTed in The WesT, iT is apparenT ThaT sales promoTion cosTs

represenT an insignificanT porTion of The ToTal operaTing cosTs of

sawmill firms in The sTudy region.

The facT ThaT sales promoTion cosTs are relaTively small does

noT mean ThaT The indusTry performs well in This regard. The qual—

iTy of sales promoTion and The relaTionship Of social benefiTs To

social cosTs associaTed wiTh more or less sales promoTion musT also

be considered. On The firsT accounT, wiTh apparenle IiTTIe or no

persuasive or misleading adverTising for sawlog maTerial or saw-

mill producTs, markeT performance appears To be very good indeed.

The lack of persuasive or brand—name adverTising is noT aT all
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surprising in view Of The small size and financial weakness of mosT

sawmill and producer firms and The difficulTy of inscribing sawlog

maTerial and sawmill producTs wiTh firm—associaTed characTerisTics.

On The second accounT, however, iT is quesTionable wheTher adequaTe

informaTion or desired services are provided. Whereas specialized

sales personnel and deparTmenTs, regional and naTional neTworks

of sales offices and lumber yards, Special Telephone and TeleType

connecTions beTween buyers and sawmill firms, price and sTock IisTs,

and reasonably adequaTe markeT news reporTing are Typical of The

wesTern lumber indusTry, such disTribuTive acTiviTies and facili-

Ties are sorely lacking inThe sawmill-producTs markeT in The NorTh

CenTral Region. QuesTions regarding The adequacy Of disTribuTive

services and Of informaTive adverTising and OTher forms of markeT

informaTion are relaTed more specifically To The performance dimen-

sions: producT suiTabiliTy and parTicipanT raTionaliTy. They will

be discussed in somewhaT greaTer deTaiI laTer on in This chapTer.

Exchange Efficiency
 

Exchange efficiency is concerned wiTh The cosTs Of Transfer-

ing inpuTs and producTs among markeT parTicipanTs. IT involves

such issues as The cosTs Of disTribuTion and assembly, cross—

hauling, price flexibiliTy, The disTribuTion among buyers and

sellers of The gains of Trade, and such Transfer cosTs as brokers'

commissions, yardage, record keeping, and Taxes. Sosnick (68)

offers several proposiTions which provide a basis for aT leasT a

parTial evaluaTion Of exchange efficiency wiThin The limiTaTions

Of This sTudy. (I) Firms should noT persisTenle ship essenTially
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perfecT subsTiTuTes inTo each OTher's markeT areas. (2) The cosTs

of price formaTion and The pairing of buyers and sellers should

noT be needlessly inflaTed as a resulT Of prolonged haggling, an

unreasonable number of free price esTimaTes, or inadequaTe infor-

maTion abouT markeT prices or abouT The demands and offerings Of

buyers and sellers. (3) Prices for an essenTiaIly homogeneous

commodiTy aT any Two SpaTially separaTejpoinTs should noT differ by

more Than The per-uniT TransporTaTion cosTs beTween The poinTs.

In general, sawmill firms and producers acquire Their sawlog

requiremenTs wiThin a procuremenT radius of 25 To 30 miles. The

Timbersheds of several firms may overlap in parT, buT wiTh The ex-

cepTion of a few firms ThaT specialize in The upper grades Of The

more valuable species, IiTTIe sawlog maTerial is TransporTed across

inTervening Timbersheds To more disTanT mills. ConsTrucTion lumber

and OTher sawmill producTs for home and farm use are usually sold

direchy To final consumers wiThin The viciniTy of The individual

mills. ExcepT for a few large sofTwood-lumber manufacTurers in The

Lake STaTes, There is apparenle IiTTIe inTerpeneTraTion of These

local markeTs by firms locaTed in The sTudy region. Of course, mosT

of The lumber used in consTrucTion wiThin The region is imporTed

from wesTern sTaTes, buT This lumber is considerably differenT Than

ThaT produced wiThin The sTudy region wiTh regard To Species, size,

and grade composiTion, seasoning, and availabiliTy in large-volume

IoTs. The largesT share of The volume Of sawmill producTs produced

wiThin The sTudy region is used in manufacTuring or for shipping

purposes. LiTTle is known abouT The procuremenT areas Of commer-

cial buyers of sawmill producTs. However, The disTribuTion
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paTTerns and shorT shipping disTances reporTed by sampled sawmill

firms suggesT ThaT manufacTurers and indusTrial users generally

obTain Their requiremenTs for sawmill producTs from sawmills so siT-

uaTed as To minimize assembly cosTs. ExcepT for The real possibil-

iTy ThaT near-by buyers and sellers may be ignoranT of each OTher's

exisTence, cross-hauling in These highly aTomisTic markeTs for

sawlog maTerial and sawmill producTs does noT appear To be a problem.

WiTh regard To The OTher Two operaTional norms Of exchange

efficiency lisTed above, The marketsfor sawlog maTerial and sawmill

producTs do noT fare so well. The SpaTial separaTion of markeT

TransacTions, The infrequency Of sales, The large number Of buyers

and sellers, The lack of adequaTe markeT news reporTing, and The

inadequacy of sTandardizaTion of measuremenTs and exchange provi-

sions--all increase The cosT of buyer-seller pairing and price for-

maTion. For insTance, if was demonSTraTed in ChapTer 6 ThaT sawmill

operaTors and producers were able To reach agreemenT on price more

quickly beTween Themselves Than wiTh landowners, parle because

landowners were much more ignoranT Than eiTher producers or sawmill

operaTors abouT markeT condiTions, buying pracTices, and sTandards

of measure. The inadequacy Of markeT informaTion also calls To

quesTion wheTher prices for idenTical Species and grades Of sawlogs

and sawmill producTs aT all sawmills differ only by uniT TransporTa-

Tion cosTs. Since many full-Time producers make conTacT wiTh several

differenT sawmill firms aT fairly frequenT inTervals, iT would ap-

pear ThaT The relaTionship among sawlog prices paid by differenT

sawmill firms would approximaTe The ideal. On The OTher hand, con-

TacTs beTween sawmill firms and The commercial buyers of sawmill
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producTs are noT as easy because of The greaTer spaTiaI separaTion.

Exchange Of informaTion abouT producT prices among sawmill firms is

probably less frequenT and less Thorough Than The exchange of price

informaTion among sawmill firms and producers simply because mosT

sawmill firms are noT dependenT upon each oTher for goods and

services. In view of The inadequacy of markeT news reporTing and

The limiTed number of conTacTs beTween sawmill firms and commercial

buyers, iT would seem ThaT commercial buyers of sawmill producTs

would be able To esTablish prices wiTh a considerable degree of im-

muniTy TO The prices received by OTher sawmills.

ProducT SuiTabiliTy
 

This dimension of markeT performance embraces The general

level of producT qualiTy, The raTe and frequency of producT change

and improvemenT over Time, and The adherence of producTs To size

and grade sTandards. Again, Sosnick (68) offers Three norms for

evaluaTing markeT performance: (I) producT invenTions, wheTher

new producTs or improvemenTs on Old producTs, should noT be sup-

pressed; (2) sellers Should Offer no less Than The highesT qualiTy

ThaT is available for a given price; and (3) worThIess and boTher-

some differences among compeTing producTs should noT persisT.

The problem Of firms suppressing discoveries of new producTs

or producT improvemenTs is hardly a concern in an indusTry which

Spends very IiTTIe on research of any kind. The sTrucTure of The

indusTry obviously has a depressing effecT upon invenTions and in-

novaTions of all Types, buT whaT is aT issue here is wheTher indivi-

dual firms suppress invenTions Of new producTs in order To preclude
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Their producTion by compeTiTorS or To mainTain a STaTuS quo more

favorable To The invenTing firm. In view Of The almosT ToTal ab-

sence of research in The sawmilling indusTry of The sTudy region, iT

would appear ThaT The absence of subsTanTial improvemenTs in The

indusTry'S producTs over Time is an indicaTion neiTher Of The oppor-

TuniTies for producT invenTion and improvemenT nor of The suppression

of invenTions; raTher, iT indicaTes a lack of efforT devoTed To in-

venTion and innovaTion.

WheTher sawmill firms and sawlog producers offer The maximum

qualiTy of producT ThaT is available aT a given cosT is a maTTer of

speculaTion. Empirical evidence bearing on This quesTion is

resTricTed To The following example. Sawlog qualiTy is deTermined

noT only by The inherenT qualiTy of The wood conTained in The Tree

buT also by The way ThaT The Tree is cuT up inTo individual sawlogs.

MOST sawlog producers do noT Specialize in any one Type of Timber

producT such as high-qualiTy sawlogs, and mosT producers have fewer

opporTuniTies Than sawmill operaTors To Observe The relaTionship

beTween sawlog characTerisTics and lumber-grade yields. Consequenle,

many sawmill firms ThaT use predominanle high-qualiTy sawlogs do

mosT of Their own logging because They cannoT depend on producers To

supply The highesT qualiTy Of sawlog maTerial ThaT can be derived

from The Timber resource. Since iT is no mOre expensive To cuT up a

Tree SO as To yield The highesT grade recovery Than To cuT one up

indiscriminaTely, sawlog producers, properly insTrucTed as To

bucking Techniques which yield The highesT grade recovery, would be

able To increase The qualiTy and value of sawlogs Offered wiTh

virTually no increase in cosT. NeverTheless, fewer Than 6 percenT
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of The sampled sawmill operaTors indicaTed ThaT They provided such

insTrucTions for producers. In This one insTance aT leasT, There

is a clear indicaTion ThaT sawmill and producer firms fail To prO-

vide The highesT qualiTy ThaT is available for a given cosT.

An ofTen heard criTicism naTionally Of The lumber indusTry is

The failure of The indusTry To provide adequaTe qualiTy conTrOI.

A recenT sTudy of wood producTs manufacTurers ThaT boughT sawmill

producTs from sawmill firms locaTed in The NorTheasT reporTed ThaT

many sampled firms indicaTed ThaT The lumber They purchased ofTen

failed TO meeT grade, size, or seasoning specificaTions (99). Be-

cause Of similariTies in markeT sTrucTure, iT is very likely ThaT

The markeTs for sawmill producTs in The sTudy region are plagued

wiTh many of The same problems ThaT occur in The NorTheasT. Sub-

sTanTial variaTion wiThin producT grades is a prime example in

The sawmilling indusTry of The kind of worThIess and Troublesome

producT variaTion which should noT persisT. DeviaTions from sTan-

dard wiTh regard To producT dimensions and moisTure conTenT is TO

be expecTed from The anTiquaTed equipmenT so common in The sTudy

region. Failure To meeT overall grade specificaTions would be a

likely resulT of The small size of mosT sawmill firms and, as a

consequence, Their inabiliTy To hire compeTenT graders. The failure

To even consider measures To improve reTurns by improving sawTimber

qualiTy is well documenTed for The supply side of The sTumpage mar-

keT. WhaTever The causes and whaTever The degree of poor producT

performance, The facT ThaT many sawmill operaTors and producers

are in business only periodically To supplemenT Their incomes from

OTher employmenT or social securiTy suggesTs ThaT The regional
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sawmilling indusTry does noT aTTracT enTrepreneurs and managerial

personnel who vigorously pursue every profiTabIe opporTuniTy To

increase producT qualiTy and reduce annoying variaTions in producT

characTerisTics.

ParTicipanT RaTionaliTy
 

Choices in The markeTs for sawlog maTerial and sawmill prod-

ucTs do noT depend To any greaT exTenT upon The TaSTes of buyers

and sellers; raTher, They depend largely upon appraisals of how well

The sawTimber, sawlogs, or sawmill producTs measure up To quanTi-

TaTive producT characTerisTics. The opporTuniTy TO make raTional

comparisons among prices and producT characTerisTics requires ThaT

The following be adequaTe: sTandards of idenTiTy and measuremenT,

grading, sTandardizaTion Of quoTaTions, price pOSTing, markeT news,

and producT inspecTion and TesTing.

Lumber and mosT oTher sawmill producTs are sold by volume

measured in Thousands Of board feeT. PalleTs, railroad Ties, and

some OTher producTs are sold by The piece. Uniform sTandards of

measure are used ThroughouT The region. Uniform grade sTandards, aT

leasT for lumber, are also used in all parTs of The sTudy region.

Many sawmill operaTors are incapable of applying The grade sTandards,

buT This appears To be a resulT Of insufficienT insTrucTion and

experience raTher Than an indicaTion of a deficiency in The sTan-

dards.

In conTrasT To The accepTable measuremenT and grading sTan-

dards for lumber, measuremenT sTandards for sawlogs and sawTimber

are snarled wiTh a diversiTy of sTandards and a lack of uniformiTy



258

in The use of The differenT sTandards. AT leasT eleven differenT

measuremenT sTandards are used: The Doyle, Scribner or Scribner D.C.,

InTernaTional, Doyle-Scribner, MinnesoTa STandard, and Wisconsin

STandard log rules, The sTandard cord, face cord, lumber Tally, Tie

conTenT, and Tonnage. AlThough a single log rule usually predom-

inaTes in any given area, sufficienT inTermixTure Of sTandards occurs

ThrOUghouT The region To cause serious problems in making price

comparisons. This is especially True for The average landowner who

sells sTumpage so infrequenle ThaT he is noT only ignoranT of The

conversion relaTionships among The various sTandards buT does noT

even know ThaT differenT sTandards exisT. The lack of uniformiTy

in The applicaTion of The various measuremenT sTandards probably

represenTs an even greaTer hindrance To parTicipanT raTionaliTy.

Producers and especially foresT landowners cannoT easily make

raTionaI comparisons of The prices Offered by Two sawmill operaTors

using The same log rule if one measures inside The bark and The oTher

includes boTh barks in The measuremenT. RaTional comparisons are

impossible if The seller is unaware ThaT measuring pracTices differ,

which is probably The rule raTher Than The excepTion in The case Of

foresT landowners. The facT ThaT sTumpage is sold by Two differenT

meThods-~price per measured uniT and lump—sum paymenT for an un-

specified volume--also conTribuTes To The sTumpage seller's

problem Of choosing among alTernaTive offerings. Each meThod has

boTh advanTages and disadvanTages, buT The use of boTh meThods in

any given area adds TO The problem of evaluaTing alTernaTives.

A lack of sTandardizaTion of sawlog grades is even more pre-

valenT. MOST sawmill and producer firms do noT use sawlog grades,
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and Those ThaT do usually use Their own grading sysTem raTher Than

sTandards published by The U.S. ForesT Service or STaTe agencies.

Comparisons among alTernaTive offerings are confounded noT only

by The greaT number of differenT sTandards used buT also because

The individual sTandards are ill-defined, OfTen known To only one

Of The parTies, and noT infrequenle subjecT To self-inTeresTed

manipulaTion. WheTher The greaTer use of a uniform log-grade STan-

dard, as opposed To The presenT siTuaTion where mosT logs are sold

ungraded, would increase markeTing efficiency is a mOOT poinT. In

view of The Tremendous heTerogeneiTy of The Timber resource, how-

ever, if seems ThaT uniform log grading, especially where qualiTy is

imporTanT, would Offer many opporTuniTies To reduce uncerTainTies

abouT producT characTerisTics and To sharpen price-producT compar-

isons.

The inadequacy of informaTion abouT prices and OTher markeT

condiTions for sawmill producTs, sawlogs, and sTumpage has been

discussed aT some lengTh in This chapTer and in ChapTer 4. Under

condiTions of spaTially separaTed markeT TransacTions, many buyers

and sellers parTicipaTing in The markeT only infrequenTIy, very

IiTTIe adverTising, and infrequenT, daTed, and oversimplified

markeT news reporTing, parTicipanTs in The markeTs for sawmill

producTs, sawlogs, and sTumpage frequenle have inadequaTe informa-

Tion To make well-advised choices among compeTing alTernaTives.

All Things considered, There is no doubT ThaT The markeTs for saw-

log maTerial and sawmill producTs perform poorly wiTh regard To

The opporTuniTies Offered buyers and sellers for making raTional

markeTing decisions.
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ConservaTion
 

ConservaTion, as a dimension Of performance, refers To The

appropriaTe producTion Techniques and The opTimum Time paTTern of

producTion and invesTmenT spending needed To maximize neT social

benefiTs over Time. Ideal conservaTion performance cannoT be deTer—

mined mainly because The sum Of all possible social benefiTs and

cosTs and The social raTe of Time preference--how sTrongly presenT

saTisfacTions are preferred To fuTure saTisfacTions--can be only

rOUghly esTimaTed. This does noT mean ThaT There are no meaningful

normaTive concest or criTeria for idenTifying good and bad conser—

vaTion pracTices.

OuesTions regarding foresT conservaTion have TradiTionally been

concerned wiTh Three general areas: wood uTilizaTion, foresT manage—

menT pracTices, and harvesTing pracTices--one of The mosT imporTanT

aspecTs of managemenT. Good conservaTion wiTh regard To wood uTili-

zaTion involves The inTroducTion of equipmenT and producTion Tech-

niques To uTilize mill residues and To reduce wood wasTes during

logging and milling operaTions, and appropriaTe scales of operaTion

and markeTing meThods To insure ThaT all sawlog maTerial and sawmill

producTs are sold for Their mosT valuable uses. Good conservaTion

requires ThaT The producTive capaciTy of The foresT land and grow-

ing sTock be aT leasT mainTained and preferably improved and ThaT

all invesTmenTs be underTaken which yield a raTe of reTurn which is

aT leasT equal To The lowesT raTe Of reTurn accepTed on oTher in-

vesTmenTs of equal risk. HarvesTing pracTices should noT impair

The producTive capaciTy Of The foresT resource. CurrenT invesTmenTs

and oTher expendiTures should noT be curTailed TO The poinT ThaT
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fuTure cosTs are raised disproporTionaTely. Examples of pracTices

ThaT impair The producTive capaciTy of The foresT resource or raise

fuTure cosTs disproporTionaTely include: failure To provide ade-

quaTe waTershed prOTecTion during logging, Thus resulTing in soil

erosion; delaying reseeding or planTing Of cuT-over siTes unTil

brush has been esTablished and Therefore making reforesTaTion more

expensive; and failure To remove weed species and wolf Trees wiTh

The resulT ThaT The growing space available for markeTable Species

declines. Using The above criTeria, several proposiTions regarding

The relaTionships beTween markeT sTrucTure and conservaTion per-

formance may be explored.

I. The majoriTy Of The commercial foresT land in The sTudy re-

_ gion is held in Thousands Of privaTe ownerships. WiTh an average

Tenure Of from l0 To I5 years, The owners of These properTies have

raTher shorTsighTed goals and generally find iT difficulT To jusTify

invesTing in foresT managemenT pracTices which commonly yield no

benefiTs for The firsT IO or more years. Likewise, average life

expecTancy, based on The sampled firms, is abouT l2 years for prO-

ducer firms and IS years for sawmill firms. Because Of The shorT

life expecTancy, There is IiTTIe incenTive for The average producer

or sawmill firm To incur any greaTer logging cosTs which mighT be

associaTed wiTh good conservaTion pracTices or TO forego currenT

consumpTion of Timber which would resulT in greaTer yields only in

The disTanT fuTure.

2. AbouT 60 percenT of The commercial foresT land occurs in

small holdings of less Than 500 acres in Size. MOST of These small

holdings are noT only below an opTimum size for maximum profiTabiliTy
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buT They are OfTen associaTed wiTh farming and OTher enTerprises

which yield a low reTurn. Small-woodland owners wiTh low incomes

and high propensiTies To consume are generally noT inTeresTed in

making invesTmenTs in foresTry, mosT of which yield raTher low and

disTanT reTurns. ProfiTs received by producers and sawmill firms

are believed To be only moderaTe aT besT. Under condiTions Of low

profiTs, few firms are willing To give up presenT consumpTion of

Timber or To assume higher harvesTing cosTs in order To receive

prOporTionally larger reTurns in The fuTure. FurThermore, profiTs

received by mosT sawmill firms apparenle are noT large enough To

provide subsTanTial invesTmenT funds, and loans are boTh difficulT

To obTain and cosle because of The limiTed collaTeral and high raTe

Of Turnover of sawmill firms. As a resulT of The high cosTs of in-

vesTmenT funds, sawmill firms are furTher discouraged from making

invesTmenTs in new sawmilling equipmenT ThaT would reduce saw curf

and wasTes resulTing from mismanufacTuring, and oTher equipmenT

such as barkers and chippers needed To uTilize residues.

3. EnTry inTo The markeTs for sawlog maTerial and sawmill

producTs is very easy and Thus compeTiTion wiThin These markeTs is

very keen. CompeTiTion is especially sTrong for The limiTed and

dwindling invenTory of high-qualiTy sawTimber. Because compeTiTion

is unresTricTed, firms are likely To adopT The philosophy of cap-

Turing as much Of This resource as possible before compeTiTors do

likewise. This kind of compeTiTive behavior Typically leads To

high grading and, as a resulT, a deTerioraTion in sTand composi-

Tion and decline in producTiviTy.
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4. LocaTional flexibiliTy-—The abiliTy of sawlog producers,

porTable sawmills, and many small "sTaTionary" sawmills To easily

relocaTe--has boTh a direcT and indirecT effecT on conservaTion

performance. IT affecTs conservaTion indirechy by lowering The

barriers To boTh enTry inTo and exiT from The markeTs for sawlogs

and sTumpage. Lowering The barriers To enTry may encourage exces-

sive compeTiTion and poor conservaTion performance as a resulT.

On The OTher hand, lowering The barriers TO exisT (relocaTion)

enables firms To leave areas Of overcuTTing in favor of OTher markeT

areas where Timber supply is more abundanT. The ease wiTh which

sawlog producers and many sawmill firms are able To relocaTe Their

operaTions may also have a direcT and adverse effecT on conserva-

Tion performance if a "cuT ouT and geT ouT" philosophy resulTs.

5. A large proporTion of The foresT landowners receive only

a minor Share of Their incomes from Their foresT properTies. Ap—

proximaTely 40 percenT Of The sampled producers received less Than

half of Their income from producing Timber producTs and abouT 30

percenT of The sawmill operaTors received some income from sources

oTher Than sawmilling. Those individuals who receive only a minor

prOporTion of Their ToTal income from foresTry-based acTiviTies are

apT To be indifferenT Toward even Those conservaTion pracTices

ThaT would produce greaTer incomes in The near fuTure.

6. MOST foresT owners, sawlog producers, and sawmill firms have

IiTTIe undersTanding of foresT managemenT and The effecT which cuT-

Ting pracTices have on fuTure foresT yields.

7. Only a small prOporTion of The ToTal commercial foresT land

in The sTudy region is owned by sawmill firms and full-Time sawlog
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producers. Sawmill firms and producers obTain 90 percenT or more of

Their sawlog requiremenTs from properTies owned by oTher individuals.

Because of shorT planning horizons, producers and sawmill firms very

likely are IiTTIe concerned abouT The fuTure producTiviTy of These

properTies.

8. Because of The small size of Their OperaTions, sawmill

operaTors and sawlog producers are likely To believe ThaT Their

individual acTs Of conservaTion or wasTe have no appreciable effecT

on The ToTal resource. FurThermore, The small size of foresT owner-

ships and of sawmill firms OfTen resulTs in The producTion Of such

small quanTiTies Of scarce, high-value sawlogs and sawmill producTs

ThaT They cannoT be sorTed ouT and sold for The highesT-paying uses

of These producTs. These producTs, Therefore, are parle wasTed

because Their highesT use pOTenTial is nOT realized.

On The basis of The above proposiTions, iT is apparenT ThaT

The markeT sTrucTures for sawmill producTs and sawlog maTerial do

noT favor good conservaTion performance. ObservaTionS of The Trends

in The foresT resource and of The effecTs of cuTTing pracTices pro-

vide addiTional evidence ThaT conservaTion performance is far from

ideal. IT was poinTed ouT in ChapTer 3 ThaT The volume of hardwood

sawTimber in Grade No. l and Grade No. 2 logs decreased by 5 per-

cenT and 25 percenT, respecTively, from l953 To I963 while The

volume in Grade No. 3 logs increased by ll percenT. ToTal saw-

Timber volume increased by IO percenT, buT This can hardly be Taken

as an indicaTion of good conservaTion when The increase is accom-

plished in parT by less-valuable Timber Taking The place of more-

valuable Timber. The decline in sawTimber qualiTy was due parle
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To a decline in Tree size, which does noT necessarily indicaTe poor

conservaTion unless growing Trees To larger Sizes would acTually be

more profiTable. If however, The decline in qualiTy reflecTs overall

deTerioraTion of The resource as a resulT of poor managemenT prac-

Tices, Then poor conservaTion is indicaTed. This laTTer proposi-

Tion is supporTed by Two sTudies in Michigan of The silviculTural

effecTs Of logging pracTices on recenle cuT TracTs. Yoho, James,

and Quinney (IOl) classified cuTTing pracTices on 60 percenT of

The privaTely owned TracTs of The norThern half of The Lower Penin-

sula as being poor--expecTed To resulT in sTand deTerioraTion.

James (29) found cuTTing pracTices To be poor on abouT half of all

privaTe and public holdings ThroughouT The sTaTe.



CHAPTER 9

SUMMARY AND CONCLUSIONS

The objecTives Of This sTudy are To idenTify and describe The

imporTanT elemenTs Of The sTrucTure and conducT of The markeTs for

sawTimber, sawlogs, and sawmill producTs in The NorTh CenTral Re-

. gion, To provide an analyTical framework for invesTigaTing The

performance Of These markeTs, and To evaluaTe performance on The

basis of norms adapTed To empirical invesTigaTion. The major

recenT Trends in The foresT resource and in The sawmilling indus-

Try Of The sTudy region, The imporTanT elemenTs Of markeT sTrucTure

and conducT, The apparenT qualiTy of markeT performance produced

by The observed markeT sTrucTure and conducT, and The policy

implicaTions of These findings are summarized below.

RecenT Trends in Lumber ProducTion and

COnsumpTion and in The ForesT Resource

 

 

Since I939, The level of regional lumber producTion and The

regional share Of naTional producTion have been fairly consTanT

from decade To decade. ProducTion Of hardwood lumber has fluc-

TuaTed around 80 percenT of ToTal regional producTion. In The pasT

30 years, The region's share of naTionaI hardwood producTion has

remained around 20 percenT while iTs share of sofTwood producTion

has amounTed To only I To 3 percenT.

266
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IT is esTimaTed ThaT ToTal annual consumpTion of lumber wiThin

The region has remained abouT The same since I940 and ThaT The re-

, gion's share of naTional lumber consumpTion has decreased sligthy.

ApproximaTely 90 percenT or more of The sofTwood lumber consumed in

The region is imporTed. The majoriTy Of The imporTed volume comes

from wesTern sTaTes and mosT of The remainder comes from souThern

sTaTes and Canada. In conTrasT, regional producTion and consumpTion

of hardwood lumber are approximaTer equal. IT is esTimaTed ThaT

half or more of The hardwood lumber consumed wiThin The region is

also produced wiThin The region. SomewhaT more Than half of The

lumber produced in The region is used in The manufacTure of wood

producTs; mosT of The remainder is used in The consTrucTion indusTry.

The manufacTure of palleTs, wooden conTainers, and furniTure repre-

senT The major manufacTuring uses Of lumber produced in The sTudy

region. The volume of lumber consumed annually in The manufacTure

of palleTs wiThin The region has increased Tremendously Since I948,

while The amounTs consumed by The oTher Two major uses have probably

declined or remained abouT The same.

ToTal sawTimber volume on commercial foresT lands in The re-

, gion increased from I08.5 billion board feeT in l953 To Il9.3 billion

board feeT in I963. The prOporTion of hardwood volume decreased

sligthy from 86 percenT To 84 percenT. AlThough sawTimber volumes

of mosT of The more valuable species have increased since l953, cur-

renT growTh-drain relaTionships suggesT ThaT some of These species

may noT hold Their own in The near fuTure. While sawTimber volume

per acre has increased, average size and qualify of sawTimber Trees

have decreased subsTanTially since I953. OTher Than a slighT
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decrease in proporTion of ToTal commercial foresT land owned by

farmers, There have been no subsTanTial changes in The paTTern of land-

ownership in The pasT I0 years.

The STrucTure of The Sawlog and

Sawmill-ProducTs MarkeTs

 

 

Sawmill firms operaTing in The sTudy region are, wiTh few ex-

cepTions, small, localized enTerprises, are usually owned by indivi-

dual proprieTors, and usually consisT of only one sawmill per firm.

The highly aTomisTic sTrucTure Of The sawmilling indusTry is illus-

TraTed by The facT ThaT, of The 9,035 acTive sawmills in The region

in I958, less Than 2 percenT employed 20 or more workers and only

7 mills employed l00 or more employees apiece (79, 80). Moreover,

The vasT majoriTy of sawmill firms produce less Than 500 Thousand

board feeT annually. Of The sampled mills ThaT produced more Than

500 Thousand board feeT in I960, less Than 2 percenT produced more

Than 4 million board feeT. Only I5 percenT of The sampled sawmill

firms indicaTed ThaT They owned more Than one mill and less Than 5

percenT claimed ownership of more Than 2 mills. The low degree Of

concenTraTion in The producTion of sawmill producTs is furTher in-

dicaTed by The concenTraTion raTios for The geographical area

acTually covered by The sawmill survey. IT was esTimaTed ThaT The

four largesT firms produced abouT 7 percenT, The eighT largesT firms

produced abouT IO percenT, and The 20 largesT accounTed for approxi-

maTely l6 percenT of The ToTal lumber producTion in The surveyed

area. ConcenTraTion raTios for The enTire sTudy region are un-

doubTedly much smaller Than These esTimaTes.
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The number and size disTribuTion of producer firms exhibiT an

even more highly aTomisTic sTrucTure Than ThaT for sawmill firms.

The Typical producer operaTion is owned and managed by one person;

iT usually consisTs of one Truck, a TracTor, one or Two chain saws,

and ordinarily noT more Than one employee. There are an esTimaTed

20,000 To 30,000 sawlog producers in The region. Nearly Three-

fourThS of The sampled producers handled less Than I50 Thousand board

feeT of sawlogs in l960. On The average, sampled sawlog producers

sold I3I Thousand board feeT of sawlogs in l960 and abouT Il6 Thou-

sand board feeT Of OTher producTs such as pulpwood, veneer logs,

cooperage bolTs, fuelwood, posTs, poles, and piles. Nearly Two-

Thirds of The sampled producers reporTed ThaT They hired no full-Time

employees, and only One-fifTh reporTed hiring more Than one full-Time

worker. AbouT half of The sampled producers employed parT-Time per-

sonnel.

The demand side of The markeTs for sawmill producTs produced

in The sTudy region is characTerized by a large number Of differenT

Types of firms and a low degree Of concenTraTion. LocaTed wiThin The

sTudy region are Thousands of noncommercial final consumers and re-

Tailers and hundreds Of wholesalers, brokers, manufacTurers and

indusTrial users. However, because of The small size of Their

OperaTions and limiTed informaTion abouT markeT ouTleTs, mosT saw-

mill firms sell TO no more Than Two or Three commercial buyers.

ApproximaTely I.2 million privaTe foresT ownerships and a few

hundred federal, STaTe, counTy, and municipal ownerships make up The

supply side of The sTumpage markeT. PrivaTely owned holdings con-

Tain 72 percenT of The ToTal commercial foresT land and 8| percenT
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of all sawTimber volume in The region. ForesT ownerships Of less

Than 500 acres in Size conTain 6| percenT of all commercial foresT

acreage. AssociaTed wiTh The large number of small, independenle

owned foresT ownerships are The following disadvanTages: higher cosTs

Of search, sales negoTiaTion and logging, and greaTer variabiliTy

and uncerTainTy Of sawTimber supply as a resulT of diverse manage-

menT objecTives, shorT planning horizons, and uncoordinaTed cuTTing

schedules.

The foresT resource is perhaps The mosT imporTanT STrucTural

elemenT of The markeTs for sawlog maTerial and sawmill producTs.

In The sTudy region The foresT resource consisTs of a large number Of

small, nonconTiguous sTands which are generally poorly sTocked and

conTain several Species and a greaT varieTy of qualiTy classes. The

small size of The sawTimber, small and scaTTered woodloTs, and rela-

Tively sparse sTocking conTribuTe To The higher logging, hauling, and

milling cosTs, limiT economies of scale in logging and milling, and.

encourage small, flexible producer and sawmill operaTions. The

producT mix of sawmill firms and The varieTy Of Timber producTs

handled by producers are deTermined largely by The species, size and

qualify composiTion of The Timber resource, The considerable varia-

biliTy of sTand composiTion, and The variabiliTy of qualiTy wiThin

The individual sawlogs. Moreover, The heTerogeneiTy Typical of mosT

sTumpage purchases complicaTes logging OperaTions, The regulaTion

Of sawlog and lumber invenTories, and milling and shipping Opera-

Tions. Finally, The scarciTy and lack of concenTraTion Of highly

valued species and qualiTy classes OfTen resulT in The use of This

maTerial aT lower Than iTs maximum poTenTial value.
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CondiTions of enTry inTo and exiT ouT of The markeTs for saw-

Timber, sawlogs, and sawmill producTs are very easy. The major

facTors which are responsible for easy condiTions of enTry are The

absence of producT differenTiaTion based on firm-associaTed charac-

TerisTics and The lack of subsTanTial economies of scale. Since

The manufacTure Of sawmill producTs resulTs in a Tremendous loss of

weighT and since The raw maTerial is geographically dispersed, The

producTion of sawmill producTs is carried ouT aT numerous, small,

widely scaTTered processing planTs. The economies of scale in manu-

facTuring are limiTed by The small size and variabiliTy of The

sawlog maTerial. AS sawmill scale increases, rising cosTs of raw

maTerial assembly soon ouTsTrip any economies Of scale realized in

manufacTuring. Since economies Of scale are noT subsTanTial for

eiTher logging or milling OperaTions, invesTmenT requiremenTs are

raTher |ow--Iess Than $20,000 for a new sawmill and frequenle less

Than $5,000 for a producer firm. Moreover, a firm enTering The

markeT has no appreciable effecT on supply and markeT price, and Thus

esTablished firms do noT Try To prevenT new enTries. OTher facTors

which conTribuTe To easy enTry condiTions include: (I) many sawmills

and all producer OperaTions are highly mobile; (2) locaTional require-

menTs, especially for producers, are easily meT; (3) The Technology

involved in logging and milling is simple and easily acquired;

(4) wood-using firms own or conTrOl only a small prOporTion of The

ToTal Timber resource; (5) long-Term or exclusive markeTing agree-

menTs for eiTher sawlogs or sawmill producTs are uncommon; and

(6) There are no severe shorTages of any criTical facTors of pro-

ducTion.
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MarkeT informaTion, ThaT is, The availabiliTy, disTribuTion,

and adequacy of informaTion abouT prices, buyers' demands, and mar-

keT ouTleTs, ranks in imporTance wiTh foresT-resource characTeris-

Tics and ease of markeT enTry as an elemenT of markeT STrucTure.

The undesirable qualiTy of markeT informaTion is exemplified by:

(I) inadequaTe means of communicaTing specific informaTion beTween

buyers and sellers--hiparTicular, The overwhelming reliance on

face-To-face encounTers--and (2) markeT news reporTs which occur

raTher infrequenTIy, are a monTh or more ouT of daTe, and lack

sufficienT deTaiI. Basic facTors which underlie The difficulT

problem of communicaTing markeT informaTion abouT sTumpage, sawlogs,

and sawmill producTs include: The difficulTy Of idenTifying qualiTy

variaTions wiThin These producTs, The difficulTy Of describing and

measuring These producTs in boTh quanTiTaTive and qualiTaTive Terms,

The proliferaTion of measuring sTandards and lack of uniformiTy in

Their applicaTion, The infrequency of markeT TransacTions (in parTi-

cular, sTumpage sales by landowners), The high proporTion of parT-

Time producers and sawmill operaTors who are ouT of Touch wiTh The

markeT for long periods, The greaT variabiliTy of The Timber re-

source, and The spaTial separaTion Of markeT TransacTions.

Several addiTional sTrucTuraI facTors are noTeworThy because

Of Their influence on one of The dominanT characTerisTics Of saw-

mill and producer OperaTions: seasonal and cyclical insTabiliTy.

ElemenTs of markeT sTrucTure which fosTer disconTinuiTies in The

producTion of sawlogs and sawmill producTs include: The divisi-

biIiTy of The producTion process inTo separaTe sTeps; good sTorage

qualiTies of logs and sawmill producTs; The low raTio Of fixed To
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ToTal cosTs; poor financial sTrengTh of mosT producer and sawmill

firms; a small degree of verTical inTegraTion backward Through

foresT landownership and consequenT lack of conTrOl over sTumpage

supply; and The highly variable demand for some sawmill producTs.

MarkeT ConducT in The ProducTion and

MarkeTing of SawmilT’PrOdUCTs

 

 

MOST sawmill firms produce Two or Three differenT producTs or

groups of similar producTs--The differenTiaTion being based pri-

marily on species and grade. The producT diversificaTion Typical

of The indusTry does noT represenT an aTTempT To reduce The risks

associaTed wiTh flucTuaTions in The demand for various producTs;

raTher, iT represenTs a passive reacTion To The variabiliTy in The

species and grade composiTion of The sawlog supply. Few firms

limiT sawlog procuremenT To only cerTain species and grades of saw-

logs which are suiTable for producing a parTicular line of prod-

ucTs. Hardwood grade, craTing and blocking, hardwood consTrucTion

lumber, railroad Ties, and palleTs accounTed for abouT Two-Thirds

of The ToTal volume produced by sampled mills in l960.

In addiTion To producing a varieTy Of sawmill producTs, many

sawmill firms engage in oTher enTerprises. Nearly half Of The sam-

pled small-scale firms and abouT I6 percenT of The large-scale

firms reporTed working parT Time as farmers, common laborers, prO-

ducers of sawlogs and OTher Timber producTs, conTracT loggers, and

as wholesalers of sawmill producTs produced by oTher firms. The

prevalence of alTernaTive occupaTions is due parTIy To The facT

ThaT many occupaTions-~especially farming--are complemenTary wiTh

sawmilling in Their use of labor and equipmenT so ThaT a
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combinaTion of sawmilling and anoTher enTerprise will ofTen yield

a higher neT reTurn Than eiTher enTerprise separaTely. Many saw-

mill operaTors also do cusTom sawing and acT as dealers Of raw

wood producTs. AbouT half of The sampled sawmills did some cusTom

sawing, The sum Of which amounTed To only 4 percenT of ToTal pro-

ducTion in I960. Sligthy more Than one-fourTh Of The sampled firms

sorTed ouT and resold some of The raw wood maTerial received by

Them. The volume resold amounTed To 4 percenT of The ToTal volume

received in l960.

One of The dominanT characTerisTics Of The sawmilling indusTry

in The sTudy region is The highly seasonal naTure of iTs operaTions.

Seasonal variaTions in The raTe of sawmill oquuT, sawlog deliver-

ies, and in The level Of producT and sawlog invenTories are caused

primarily by The effecTs of The weaTher on logging condiTions and

secondarily by seasonal variaTions in The opporTuniTies for alTer-

naTive employmenT and in The demand for sawmill producTs. The

necessiTy of mainTaining low invenTories Of sawlogs and sawmill prod-

ucTs during The summer in order To reduce losses due To degrade also

affecTs The seasonaliTy of OperaTions. FlucTuaTions in The volumes

of sawmill producTs and sawlogs produced are effecTed largely by

changes in The number of acTive firms, in The number of employees

per firm, or in The number Of days worked per week, raTher Than by

changes in The number of shifTs operaTed per day by a consTanT num-

ber of acTive firms.

The greaT variabiliTy of The raTes of sawmill oquuT and saw-

log deliveries inTensifies The problems of invenTory managemenT.

AbouT one-fifTh of The sampled sawmill operaTors reporTed ThaT
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financial limiTaTions and The opporTuniTy cosTs of mainTaining producT

and sawlog invenTories OfTen prevenTed Them from mainTaining desired

invenTory levels. LimiTaTions of sTorage space were also menTioned

by abouT The same number of firms. LimiTaTions imposed by biological

facTors such as STain, checking, and insecTs were reporTed by abouT

half of The firms sampled.

The vasT majoriTy of The volume produced by sampled sawmill

firms in l960 was sold wiThin The sTudy region To manufacTurers,

indusTrial users, and wholesalers. The markeT shares for five Types

of buyers were as follows: manufacTurers, 4| percenT; wholesalers,

l9 percenT; indusTrial users, 20 percenT; and The remaining 20 per-

cenT was sold To noncommercial final consumers and reTailers. Few

sawmill firms fiT The classic example of The "capTured mill" con—

Trolled by a producT buyer Through parTial ownership or financial

ObligaTions. However, because of The small size Of mosT sawmill

operaTions and The inadequacy of markeT informaTion, sales accounTs

wiTh commercial buyers are generally limiTed To only Two or Three

accounTs. For example, 90 percenT of The small-scale firms sampled

and abouT Two-Thirds of The large-scale firms sold To less Than five

manufacTurers apiece in l960, and over 60 percenT of boTh size

classes sold To no more Than one indusTrial user, wholesaler, or

reTailer. The average size of commercial accounT ranged beTween

30 and 55 Thousand board feeT depending on size of sawmill. IT is

esTimaTed ThaT mosT sawmill firms make no more Than Two or Three

sales per commercial buyer in The course Of a year.

The majoriTy of sawmill firms reach only The markeT ouTleTs

locaTed wiThin Their respecTive home STaTes, and very few reach
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markeTs ouTside The sTudy region. The maximum disTance The sampled

firms shipped Their producTs in I960 averaged I72 miles. The small

size of markeT TerriTories may be parle due To The relaTively small

volume of sawmill producTs sold TO wholesalers. Increased sales To

wholesalers would seem To Offer sawmill firms a greaTer choice of

poTenTial markeT ouTleTs and an efficienT means of improving Their

knowledge of markeT condiTions.

Nearly all producT sales are made aT The mill, and They are

usually handled by The sawmill operaTor who acTs as boTh producTion

manager and sales manager. Very few sawmill firms operaTe a sepa-

raTe reTail or wholesale yard or a sales office aparT from The mill.

Only The largesT firms have an organized sales deparTmenT which

mainTains conTinuous conTacT wiTh major wholesale markeTs. The use

of price or sTock IisTs and adverTising in Trade publicaTions are

uncommon among all buT The largesT sawmill firms.

MOST sawmill firms, excepT Those ThaT produce primarily palleT

maTerial and craTing, and palleTs, boxes and craTes, sell ouT of

producT invenTories raTher Than on a prior-order basis. In pricing

producT offerings, IiTTIe aTTenTion is given To operaTing cosTs;

pricing decisions are based almosT enTirer on The firms' undersTand-

ing of currenT markeT prices. Knowledge of currenT markeT condiTions

is usually poor because mosT sawmill firms make sales infrequenle

and markeT news reporTing is inadequaTe. On The oTher hand, pricing

of producTs sold on a prior-order basis depends primarily on The

sawmill firm's esTimaTe of operaTing cosTs. PalleTs, boxes, and

craTes are OfTen sold on The basis of bids submiTTed by compeTing

sawmill firms. WiTh few excepTions, prices for producTs sold To
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commercial buyers are esTablished by The buyers. The sales exper-

iences of sampled sawmills indicaTe ThaT The greaTer The number of

buyers a sawmill firm deals wiTh, The more knowledge iT will have Of

markeT condiTions, and The beTTer will be iTs bargaining posiTion.

MarkeT ConducT in The ProcuremenT

of Sawlog MaTerial

 

 

Sawmill firms acquire sawlog maTerial from Their own land, by

sTumpage purchases from OTher landowners, and by sawlog purchases

from producers and occasionally from dealers. Sawmill firms and pro-

ducers generally handle all markeTable species in Their wood pro-

curemenT areas, yeT They Tend To concenTraTe on cerTain species de-

pending upon The markeT ouTleTs They have developed. AlThough

qualiTy specificaTions vary according To The principal producTs

produced, mosT sawmill firms do noT have highly resTricTive qualiTy

specificaTions and generally accepT all grades above a cerTain

minimum.

Sawmill firms acquire Their sawlog requiremenTs from smaller,

more localized markeT areas Than The markeT areas for The producTs

They produce. The wood procuremenT acTiviTies of mosT sawmill

firms are confined To a 30-mile radius of The mill. Large mills

and mills ThaT buy scarce, high~value sawlogs generally have

larger procuremenT areas Than oTher mills. ProcuremenT areas of

sawlog producers are similar in size To Those of sawmill firms.

Sligthy over half of The sampled producers had procuremenT areas

of no more Than 20 miles in radius in l960 and less Than l0 percenT

operaTed in an area greaTer Than 50 miles in radius. Sligthy over
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90 percenT of The sawlog maTerial delivered To sampled mills in I960

was TransporTed by Truck. Railroads accounTed for 5 percenT of The

ToTal volume delivered.

IT is esTimaTed ThaT boTh sawlog producers and sawmill firms

acquire abouT 6 percenT of Their sawlog requiremenTs from Their own

lands. The vasT majoriTy of sawlog maTerial is obTained from oTher

privaTely owned land and less Than 20 percenT is acquired from

public landownerships. Sawlog producers provided nearly half of

The sawlog maTerial procured by sampled mills in l960. Nearly 90

percenT of The volume acquired from producers was purchased on a

f.o.b. mill basis. Sawmill firms logged and hauled somewhaT over

40 percenT of Their sawlog requiremenTs Themselves; conTracT loggers

provided nearly I0 percenT; and dealers provided less Than half of

one percenT. Many sawmill firms, especially Those ThaT produce

hardwood grade, conducT Their own logging operaTions because They

have more skill and experience Than The average producer in locaTing,

buying, and logging The highly valued species and grades ThaT are

preferred. MOST small sawmills do Their own logging and hauling in

order To uTilize Their employees more efficienle and also To reTain

compeTenT employees by using Them for boTh The milling and logging

operaTions and Thus Offering Them longer periods Of employmenT.

AbouT Three-fourfhs of The sampled sawmill firms and nearly

all buT The smallesT producer firms acquired parT or all Of Their

sawlog requiremenTs in l960 Through sTumpage purchases. Sawlog

producers and sawmill firms use essenTially The same meThods in

procuring sawTimber STumpage. Purchases of privaTely owned STump-

age are almosT always negoTiaTed by a face-To-face encounTer wiTh
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The landowner. SawTimber from public lands is acquired eiTher by

bidding in compeTiTion wiTh oTher buyers or by bilaTeraI negoTia-

Tion wiTh The public agency. The vasT majoriTy of sawmill and

producer firms rely enTirer on personal conTacTs in locaTing po-

TenTial STumpage sellers. Less Than 2 percenT of The sawmill firms

sampled and none of The producers hired sTumpage buyers or regu-

larly paid commissions To persons who informed Them of pOTenTial

sTumpage sellers.

Producers and sawmill operaTors generally follow similar

sTumpage conTracT provisions. However, sawmill firms use lump-sum

purchases more frequenle Than sawlog producers. Purchases of

public sTumpage are almosT always covered by formal, deTailed,

wriTTen conTracTs specified unilaTeraIly by The public agency con-

cerned. STumpage conTracTs negoTiaTed wiTh privaTe landowners are

usually brief, do noT follow a sTandardized form, and normally con-

Tain only a few oral or wriTTen sTaTemenTs concerning The price or

fee To be paid, The basis for paymenT, The Time of paymenT, and The

species, size, and quanTiTy of Timber To be cuT. WriTTen conTracTs

are usually used when parTial or full paymenT is made in advance

of harvesTing, when The landowner is noT TrusTed, aT The landowner's

requesT, or in order To gain The confidence of a suspicious foresT

owner.

STumpage prices are deTermined Through negoTiaTions beTween a

buyer and seller for each individual sale raTher Than by a markeT

price esTablished by The unresTricTed inTeracTion of all buyers and

sellers in The sTudy region. Each TracT has iTs pecular characTer-

isTics wiTh regard To The Species, size, and qualiTy composiTion of
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The Timber, The ease wiTh which The TracT can be logged, and The

disTance To The nearesT sawmill. IT is essenTial, Therefore, ThaT

landowners receive price quoTaTions from several buyers or aT

leasT The advice Of a knowledgeable appraiser when making STumpage

sales. MOST landowners, however, make sTumpage sales on The basis

of only one price quoTaTion and wiThouT any oTher means of judging

The reasonableness of The Offer. Sawmill operaTors and producers,

who normally make from 5 To 20 sTumpage purchases per year, have

far more experience Than privaTe landowners in evaluaTing The in-

herenT worTh of various sawTimber sTands, and They are more famil-

iar wiTh markeT condiTions. There is IiTTIe doubT ThaT producers

and sawmill firms generally occupy superior bargaining posiTions

when negoTiaTing sTumpage purchases from privaTe foresT owners.

MarkeTing agreemenTs beTween sawmill and producer firms are

generally concerned only wiTh The shorT-run demand siTuaTion of The

sawmill firm or The shorT-run supply siTuaTion Of The producer.

MOST agreemenTs are negoTiaTed for an esTimaTed volume which a pro-

ducer has To sell, The volume in a parTicular TracT of Timber pur-

chased by a producer, or a porTion of a sawmill firm's sawlog

requiremenTs for a period of several days To Two weeks. Under con-

diTions Of elasTic supply, long Term sawlog purchase agreemenTs

offer IiTTIe advanTage To sawmill firms because sawlog requiremenTs

can easily be fulfilled by small price increases or simply by in-

creasing individual producer allonenTs. The high variabiliTy of

The supply and, TO a lesser exTenT, The demand for sawlogs also

discourages long-Term markeTing agreemenTs beTween producers and

sawmill firms.
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Nearly 40 percenT of The ToTal volume of sawlogs purchased by

sampled mills in l960 was bOUghT wiThouT making purchase agree-

menTs wiTh producers prior To sawlog delivery. MOST of The remain-

der was purchased under oral agreemenTs. WiTh few excepTions, boTh

oral and wriTTen sawlog conTracTs are noT considered by eiTher

parTy TO be legally binding. MOST conTracTs menTion The price To be

paid, The species and sizes ThaT will be purchased, The basis Of

measuremenT, and The Time of paymenT.

AlThough markeTing agreemenTs beTween sawmill and producer

firms are usually concerned only wiTh The exchange of a specific

IoT of sawlog maTerial, cooperaTive arrangemenTs are noT uncommon.

AbouT one-fifTh of The sampled producers reporTed ThaT They ordi-

narily had resale agreemenTs wiTh sawmill firms prior To buying

Timber TracTs. SlighTIy less Than l0 percenT of The producers

reporTed receiving financing from sawmill firms and OTher buyers.

A few producers also reporTed ThaT buyers purchased sTumpage in The

producer's name or sold sTumpage To producers wiTh The agreemenT

ThaT They would in Turn resell The maTerial as delivered sawlogs To

The original buyer. Sawlog maTerial which was financed in some way

by sawmill firms or OTher buyers amounTed To l7 percenT of The ToTal

volume handled in l960 by sampled producers.

Sawmill firms appear To occupy a superior bargaining posiTion

in dealing wiTh sawlog producers. In The firsT place, sawlogs are

almosT always sold on The basis of The sawmill operaTor's scale.

MOST sawmill firms probably have a greaTer abiliTy Than The average

producer TO accuraTely evaluaTe sawIOg qualiTy. In general, saw-

mill firms have The opTion Of doing Their own logging or hiring a
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conTracT logger if prices demanded by producers are Too high. How-

ever, sawlog producers are noT wholly dependenT on sawmill firms.

Two-Thirds of The sampled sawlog producers handled OTher Timber

producTs which accounTed for sligthy less Than half of The ToTal

volume of raw wood maTerial handled in l960. Moreover, nearly 60

percenT Of The producers indicaTed ThaT They worked aT OTher occu-

paTions or operaTed OTher business enTerprises. MOST producers

have a considerable degree Of IaTiTude in swiTching from one Tim-

ber producT To anoTher as relaTive prices change or in alTernaTing

beTween Their producing OperaTions and OTher employmenT as oppor-

TuniTies change.

Sawlog Prices and ProducTion COSTS
 

The cosT and price esTimaTes obTained from sampled firms are

useful primarily in The formulaTion and iniTial TesTing of hypoTh-

eses abouT The pariTy of prices quoTed on The basis of The Three log

rules mosT commonly used in The sTudy region. On The basis of The

volumeTric relaTionships among The Three log rules as indicaTed by

sTandard volume Tables for Timber Typical of The sTudy region, iT

would be expecTed ThaT prices based on Doyle Should be abouT Twice

as high as prices based on InTernaTional and 60 percenT higher Than

prices based on Scribner. Scribner prices should be abouT 25 per-

cenT higher Than prices quoTed for lnTernaTional. Comparisons for

boTh sTumpage and sawlog prices for five common species in Michigan

revealed ThaT Doyle prices were only slighTIy higher Than lnTer-

naTional prices and Scribner prices were generally somewhaT lower

Than prices based on The lnTernaTional rule. The relaTive prices
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for Doyle and Scribner, however, were abouT as would be expecTed

based on sTandard volumeTric relaTionships. These findings suggesT

ThaT eiTher:(l) prices based on The Doyle rule are equivalenT To

prices based on The Scribner rule, buT prices based on boTh of These

rules are relaTively much lower Than prices based on The lnTerna-

Tional rule; or (2) one or more of The log rules is noT applied ac-

cording To Official specificaTions so ThaT The acTual volumeTric re-

laTionships among The rules are differenT Than Those indicaTed by

sTandard volume Tables, and Thus The Observed price relaTionships

may represenT a pariTy among prices based on The differenT log

rules.

Comparisons of sTumpage prices as a percenTage Of conversion

reTurn for four common species in Michigan revealed ThaT a much smal-

ler proporTion Of conversion reTurn was paid for sTumpage for all

four species when purchased by Doyle rule Than when purchased by

eiTher Scribner or lnTernaTionaI rule. IT would appear ThaT, aT

leasT in Michigan, foresT landowners are aT a greaTer disadvanTage

when selling sTumpage on The basis of The Doyle rule as compared To

The Scribner and lnTernaTional rules.

MarkeT Performance
 

The evaluaTion of markeT performance in This sTudy is based

primarily on deducTive inferences as TO The kind of performance ThaT

is likely To evolve from The Observed markeT sTrucTure and conducT

and secondarily on qualiTaTive and quanTiTaTive measures of acTual

performance. Poor markeT performance is sTrongly indicaTed on The

basis of The following dimensions: producTion efficiency,
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Technological progressiveness, exchange efficiency, producT suiTa-

biliTy, parTicipanT raTionaliTy, and conservaTion. MarkeT perfor-

mance wiTh regard To sales promoTion and The earnings Of markeT par-

TicipanTs is noT clearly eiTher good or poor.

The sTrucTure and conducT of The markeTs for sawlog maTerial

and sawmill producTs suggesT ThaT performance wiTh regard To pro-

ducTion efficiency is poor. IT would appear ThaT misTakes are com-

monly made in The allocaTion of resources in view Of The facT ThaT

many producers and sawmill firms keep no records of cosTs and re-

Turns and many operaTe only parT Time and Thus are noT likely To

acquire a high degree of managerial compeTence. A considerable

amounT of excess sawmill capaciTy exisTs. This may indicaTe noThing

more Than a misallocaTion of resources in The pasT, buT exTanT in-

efficiency is indicaTed To The exTenT ThaT sawmill operaTors are

prevenTed from leaving The indusTry because of ignorance of alTer-

naTive employmenT or invesTmenT opporTuniTies, uncerTainTy, and

inabiliTy To finance The cosTs Of relocaTion. FurThermore, iT is

also apparenT ThaT mosT sawmill firms and, To a lesser degree, pro-

ducer firms could realize subsTanTial markeTing, managerial, and

financial economies by expanding The scale of Their OperaTions.

Finally, The sawmilling indusTry in The sTudy region has lagged

behind some oTher regions of The counTry in The uTilizaTion of mill

residues for oTher Than low-value fuelwood.

Due TO The financial weakness, shorT planning horizons, and

lack of markeT power Typical of nearly all sawmill and producer

firms in The sTudy region, The proporTion Of ToTal expendiTures de-

voTed To research by The regional sawmilling indusTry is far below
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The naTional average for The sawmilling indusTry, The plywood in-

dusTry, and pulp and paper indusTry. AlThough There appears To be

no conscious suppression of invenTions, in view Of poor cosT ac-

counTing and poor channels of communicaTions iT is quesTionable

wheTher accuraTe evaluaTions Of invesTmenT opporTuniTies are gen-

erally possible and wheTher innovaTions are readily inTroduced and

rapidly disseminaTed ThroughouT The indusTry. For These reasons,

Technological progressiveness is judged To be poor.

The aTomisTic STrucTure of The markeTs for sawlog maTerial and

sawmill producTs and The exisTence of considerable excess capaciTy

suggesT ThaT profiT raTes would Tend To be no more Than, and very

likely less Than, The norm Of pure compeTiTion. ObservaTions Of

40 full-Time producers who hired no full-Time employees indicaTed

ThaT nearly one-Third of The producers earned less Than The minimum

wage Of $l.25 per hour. MarkeT performance, or perhaps more accuraTe-

ly,The performance of The regional or naTional economy is less Than

ideal if producers earn subminimum wages because They are ignoranT

of employmenT alTernaTives, immobilized by uncerTainTy, or finan-

cially unable TO meeT The cosTs Of relocaTion.

On The quesTion Of sales promoTion, The absence of persuasive

or misleading adverTising of sawmill producTs and sawlog maTerial

indicaTes good performance. IT is quesTionable, however, wheTher

informaTive adverTising of prices and of The demands and offerings

Of buyers and sellers is adequaTe.

Performance wiTh regard To The adherence Of producTs TO size

and grade sTandards and The raTe and frequency of producT change

and improvemenT over Time appears To be poor. Research
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expendiTures for producT developmenT and improvemenT, in boTh abso-

luTe and relaTive Terms, lag far behind expendiTures by oTher indus-

Tries as well as by The lumber indusTry Of The WesT. SaWIOg producers

ofTen fail To obTain The highesT grade recovery possible because

They use improper bucking meThods. Moreover, worn-ouT milling equip-

menT, small size of firms and consequenT inabiliTy To hire compeTenT

graders, and The parT-Time naTure of many firms undoubTedly lead To

poor qualiTy conTrOI.

The abiliTy To make raTional comparisons among prices quoTed

for sawlogs and sTumpage is severely hampered by The following: aT

leasT eleven differenT measuremenT sTandards are used; individual

sTandards of measure are noT applied uniformly; and sawmill firms

and producers usually devise Their own sawlog grade sTandards.

ForesT landowners in parTicular are aT a disadvanTage under These

circumsTances because mosT landowners are noT only ignoranT of The

conversion relaTionships among The various log rules, buT They also

do noT even know ThaT differenT rules exisT. In addiTion To inade-

quaTe sTandardizaTion Of measuremenTs and exchange provisions, OTher

facTors such as inadequaTe markeT news reporTing, The SpaTial

separaTion of markeT Transachons, The infrequency Of TransacTions Of

many of The markeT parTicipanTs, and The large number Of buyers and

sellers conTribuTe To The problem Of making raTional choices among

alTernaTives and add To The cosT Of buyer-seller pairing and price

formaTion.

Poor conservaTion performance is indicaTed by The facT ThaT

sawTimber qualiTy has decreased subsTanTially since l953, and

sTudies Of cuTTing pracTices have reporTed ThaT half or more of The
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logging OperaTions invesTlgaTed were expecTed To resulT in sTand

deTerioraTion (29, lOl). Poor conservaTion performance is also

suggesTed by The following aspecTs of markeT sTrucTure and conducT:

(I) average foresT land Tenure and average life expecTancy Of saw-

mill and producer firms are shorT; (2) mosT foresT holdings are

Too small for maximum efficiency; (3) many landowners have low

incomes and high propensiTies To consume; (4) apparenT low profiTs

and high cosTs of financing of sawmill firms discourage invesT-

menT in new equipmenT To reduce residues and uTilize wasTes;

(5) very easy markeT enTry inviTes desTrucTive explOiTaTion of The

foresT resource; (6) high firm mobiliTy is likely To encourage a

"cuT ouT and geT ouT" philosophy; (7) mosT foresT landowners and

many producers and sawmill operaTors receive a small share of

Their ToTal incomes from foresTry-based acTiviTies and Therefore

are noT likely TO be willing To incur higher cosTs or forego

presenT consumpTion in order To preserve fuTure income from foresTry;

(8) The vasT majoriTy of landowners, producers, and sawmill Opera-

Tors have IiTTIe undersTanding of foresTry; (9) sawmill and pro-

ducer firms obTain mosT of Their sawlog requiremenTs from land which

They do noT own and Therefore are noT likely TO be concerned abouT

iTs fuTure producTiviTy; and (I0) because of The aTomisTic sTruc-

Ture Of The indusTry, sawmill operaTors and producers probably

believe ThaT Their individual acTs of conservaTion or desTrucTion

have no appreciable effecT on The foresT resource.
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Public Policy ImplicaTions
 

Several elemenTs Of markeT STrucTure and conducT which appear

To resulT in poor markeT performance have been idenTified. The

policy implicaTions of These findings cannoT be fully deTermined

wiThouT furTher sTudies in depTh of The various sTrucTure-conducT-

performance relaTionships idenTified in This sTudy. IT is possi-

ble, however, To disTinguish The areas in which public policy mosT

likely should be concerned. The recommendaTion of alTernaTive pro-

V grams and The selecTion of Those which are likely To be mosT suc-

cessful musT necessarily depend upon deTailed analyses of The

various problems and iniTiaI TesTs of alTernaTive remedial pro-

grams.

The inadequacy Of markeT informaTion is one of The major defi-

ciencies of The markeTs for sTumpage, sawlogs, and sawmill producTs.

Programs To increase The frequency, accuracy, and deTail of markeT

reporTs for local areas Should be considered. ParTicular aTTenTion

should be given TO exploring ways Of making markeT informaTion avail-

able TO a greaTer number of markeT parTicipanTs. AlThough price

reporTing for sTumpage may be infeasible, beTTer knowledge Of de-

livered sawlog prices would be useful To landowners who are able To

do Their own logging and hauling or hire a conTracT logger. Regu-

laTory legislaTion and programs To reduce The number of measuremenT

and grading sTandards for sawlogs, To enforce uniform applicaTion

of The sTandards, and To promoTe greaTer sTandardizaTion of ex-

change provisions should also be considered.

Many Of The problems Of The indusTry sTem from The small size

of foresT holdings, conTinuing deTerioraTion of Timber qualiTy,
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and relaTively low sTand densiTies. Programs To educaTe and assisT

landowners in foresT managemenT and Timber markeTing apparenle

have noT been especially successful. The consolidaTion of foresT

ownership would appear To offer a soluTion, buT presenT Trends in

landownership do nOT indicaTe ThaT landownership consolidaTion

could be accomplished wiThouT public incenTive programs Of major

proporTions. Research as To The advanTages of greaTer consolida—

Tion of foresT ownership and The barriers To consolidaTion would

be useful. ConsideraTion should also be given To invesTigaTions Of

The advanTages Offered by foresT landowner cooperaTives, especially

wiTh regard TO managerial abiliTy, diversified markeTing, and The

assimilaTion and use of markeT informaTion. DesTrucTive cuTTing

pracTices represenT a major obsTacle TO profiTable foresT manage-

menT and The conservaTion of The foresT resource. Measures To con-

Trol desTrucTive compeTiTion, such as selecTive licensing of sawmill

and producer firms, and TO regulaTe cuTTing pracTices should noT be

overlooked.

STudies of The markeTing, managerial, and financial advan-

Tages Of large, diversified sawmill firms would be useful. Special

aTTenTion should be given To raw maTerial requiremenTs and OTher

locaTional facTors, opTimum producT combinaTions, and The poTenTial

markeTs for primary producTs and by-producTs. ConsideraTion should

also be given To The problems Of sawmill operaTors and producers

who are willing buT are unable To leave The sawmilling indusTry

and relocaTe for oTher, more remuneraTive occupaTions.
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APPENDIX A.

SAWMILL FIRM INTERVIEW SCHEDULE



DaTe
 

CONFIDENTIAL Recorder

STaTe
 

NCM-27 ProjecT

SAWMILL SCHEDULE'

Name of firm

Address

 

A. General:

 

 

 

I. Is your sawmill porTable or sTaTionary? PorTabIe

STaTionary

2. How many years has your firm been operaTing aT This locaTion?

(For porTable mills eliminaTe phrase "aT This locaTion")

years.

3. Does your firm operaTe OTher wood-using mills? Yes No

If YES, how many?

If YES, how many in The sTudy area?

4. Is your firm engaged full Time in The processing Of Timber

producTs? Yes No

If NO, whaT OTher business or occupaTion is your firm en-

gaged in? (specify)

If NO, whaT percenTage of your firm's gross revenues in l960

was realized from The sale of foresT producTs? percenT.

5. WhaT were The principal final producTs of your firm aT This

locaTion in l960?

6. How many full-Time employees did you have aT This locaTion in

l960?

7. How many seasonal employees did you have aT This locaTion in

l960?

8. Were any of your wood receist in l960 (sawlogs or OTher wood

producTs) resold in The same form in which They were received?

Yes NO
 

If YES, whaT species, producTs, and amounTs?

If YES, why was This wood noT processed aT your mill?

 

|The inTerview schedule presenTed here has been abbreviaTed by

deleTing spaces for recording daTa for many of The quesTions.
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B. OuanTiTies of sawlog receist: (volume by log rule)
 

I. WhaT was The ToTal volume of sawlog receist aT your mill in

I960? (LisT volume by species.)

2. WhaT was The seasonal paTTern in volume of sawlog receist aT

your mill in l960? I

a. Peak-use monThs and amounTs (aver.)

b. LowesT-use monThs and amounTs (aver.)

c. OTher monThs and amounTs (aver.)
 

3. DO you consider The seasonal paTTern in volume of sawlog re-

ceist aT your mill in l960 To be a Typical paTTern? Yes

NO

If NO, why noT?

 

4. DO you prefer seasonal variaTions in The volume Of sawlog re-

ceist aT your mill? Yes NO

If YES, whaT is your preferred paTTern of receist?

 

5. How do you explain The seasonal variaTions in The Typical

paTTern of sawlog receist aT your mill?

6. WhaT percenTage change in The annual volume Of your sawlog

receist has Taken place in The lasT five years?

No change

Increase %

Decrease %

7. Did your mill do any cusTom sawing of logs in I960?

Yes NO
 

If YES, whaT species, producTs, and amounTs?

If YES, did you receive aspaymenT a porTion of The wood

processed? Yes NO
 

If YES, whaT percenTage? percenT.

C. lnvenTories Of sawlpgs:
 

I. WhaT was The seasonal paTTern in sawIOg invenTories on hand

aT your mill in l960?

a. Peak-invenTory monThs and amounTs (aver.)

b. LowesT-invenTory monThs and amounTs (aver.)

c. OTher monThs and amounTs (aver.)
 

2. DO you consider The seasonal paTTern in sawlog invenTories aT

your mill in l960 To be a Typical paTTern? Yes NO
 

If NO, why noT?

3. DO you prefer seasonal variaTions in The volume Of sawlog in-

venTories on hand aT your mill? Yes NO
 

If YES, whaT is your preferred paTTern of invenTories?
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If NO, do you have an objecTive of mainTaining a fixed raTio

in The volume of sawlog invenTories To annual receist?

' Yes NO
 

If YES, whaT is The raTio?

If NO, do you have an objecTive of mainTaining a fixed

raTio in The volume of sawlog invenTories TO annual manu-

facTured producT sales? Yes No
 

If YES, whaT is This raTio?

4. Is There a limiT To The volume of sawlog invenTories ThaT can

be STored in yard economically? Yes No
 

If YES, whaT is The naTure Of The limiTaTion?

If YES, whaT is The maximum volume?

5. Is There a physical and Time limiT TO The volume Of sawlog in-

venTories ThaT can be STored in yard because of insecTs,

fungi, eTc.? Yes NO
 

If YES, whaT is The naTure Of The limiTaTion?

If YES, whaT is The maximum volume?

D. Sources of sawlog receist:
 

l. WhaT was The l960 sawlog supply area for your mill? (LisT

counTies or sTaTes. STaTe radius of operaTions in miles.)

a. CounTies or sTaTes.

b. Radius of operaTions (maximum).

 

2. Have There been any significanT changes in The sawlog supply

area for your mill in The lasT five years? Yes NO
 

If YES, whaT were The changes?

3. WhaT is The ownership Of The foresT land from which The l960

sawlog supply was obTained? (EsTimaTe volume of wood or per-

cenTage of ToTal volume obTained from each source.)

  

  

Volume §_ Volume §_

a. Own Iand* d. NaT. foresT

b. Farmer e. STaTe foresT

c. OTher privaTe f. OTher public
  

*lnclude subsidiary company ownership.

4. Have There been any significanT changes in The sawlog supply

obTained from differenT foresT landownership sources in The

lasT five years? Yes No
 

If YES, whaT were The changes?

If YES, whaT explanaTions can you give for These changes?

5. From which sources was your l960 sawlog supply obTained? (Es-

TimaTe volume of wood or percenTage of ToTal volume obTained

from each source.)
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Volume

I
N

 

a. Employees on own firm's payroll:

(I) From own lands ‘

(2) From OTher lands

b. Producer

c. Dealer

d. OTher agenT (Specify)

 

 

 

 

 

 

6. Have There been any significanT changes in The above sources Of

your sawlog supply in The lasT five years? Yes NO

If YES, whaT were The changes?

If YES, whaT explanaTions can you give for These changes?

 

E. SawIOg procuremenT meThods and policies:
 

I. WhaT percenTages Of your firm's I960 sawlog purchases were Ob-

Tained under The following Types Of agreemenTs? %

a. WriTTen conTracT ' I _-

b. Oral conTracT

c. NO prior agreemenT

QUESTIONS 2 T0 6 APPLY ONLY T0 WRITTEN CONTRACTS FOR SAWLOG PUR-

CHASES. IF THERE WERE NO SUCH CONTRACTS, SKIP TO QUESTION 7.

2. How far in advance of The beginning of sawlog deliveries are

conTracTs usually negoTiaTed?

3. WhaT are The deTaiIs of sTandard wriTTen conTracTs for sawlog

purchase? (ObTain prinTed copies where possible. Check The

following iTems which are included in conTracT specificaTions;

Then describe as much as possible.)

 
 

 
 

 
 

  

 
 

 
 

a. Kind of wood

b. AmounT of wood

c. Size Of wood

d. QualiTy of wood

e. Time or period of delivery

f. MeThod of paymenT

9. Time of paymenT
  

4. Are There any differences in The sawlog purchase conTracTs

made wiTh differenT groups of suppliers? Yes NO

If YES, whaT are These differences?

 

5. Does The sTandard sawlog purchase conTracT specify any logging

provisions under which Timber is TO be harvesTed? '

Yes NO
 

If YES, whaT are The condiTions?

6. How binding are The provisions of sTandard wriTTen conTracTs

for sawlog purchases (i.e., how much leeway is given suppliers
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in compleTing Terms of conTracT and how much leeway does your

firm allow iTself in TerminaTing conTracTs)?

QUESTIONS 7 TO II APPLY ONLY T0 ORAL CONTRACTS FOR SAWLOG PUR-

CHASES. IF THERE WERE NO SUCH CONTRACTS, SKIP TO QUESTION I2.

7

How far in advance of The beginning Of sawlog deliveries are

conTracTs usually negoTiaTed?

. WhaT are The deTails of oral conTracTs for sawlog purchases?

(Check The following iTems which are included in agreemenTs;

Then describe as much as possible.)

Kind of wood

. AmounT of wood

Size of wood

QualiTy of wood

. Time or period of delivery

MeThod of paymenT

Time of paymenT

  

  

  

  

  

  

(
D
-
h
C
D
Q
O
O
’
Q
I

  

. Are There any differences in The oral conTracTs for sawlogs

purchases made wiTh differenT groups of agenTs? Yes INO

If YES, whaT are These differences?

 

Does The oral conTracT for sawlog purchases specify any logging

provisions under which Timber is To be harvesTed?

Yes No
 

If YES, whaT are The condiTions?

. How binding are The provisions Of oral conTracTs for sawlog

purchases (i. e.., how much leeway is given suppliers in com-

pleTing Terms of conTracT and how much leeway does your firm

allow iTself in TerminaTing conTracTs)?

QUESTIONS I2 T0 l6 APPLY ONLY TO SAWLOG STUMPAGE PURCHASES BY YOUR

FIRM.

l2.

I3.

IF NO STUMPAGE PURCHASES ARE MADE, SKIP TO QUESTION l7.

WhaT percenTages of your firm's l960 sawlog sTumpage purchases

(in Terms of volume) were obTained under The following Types of

g

pagreemenTs?

a. WriTTen conTracT wiTh public landowners

b. WriTTen conTracT wiTh privaTe landowners

c. Oral agreemenT

WhaT are The deTails Of your firm's sTandard conTracTs for saw-

log sTumpage purchases from privaTe landowners? (Check The

following iTems which are included in agreemenTs; Then describe

as much as possible.) I

a. Species
 

b. AmounT of Timber
  





I4.

I5.
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c. Size of Timber

d. QualiTy of Timber

e. Time or period of harvesT

f. MeThod of paymenT

, 9. Time and basis of measuremenT
  

If The sTandard conTracT for sawlog sTumpage purchases from

privaTe landowners is a wriTTen ConTracT, and if oral con-

TracTs are also made, how does The oral conTracT differ in iTs

provisions from The wriTTen conTracT?

Are There any differences in The deTails of sawlog sTumpage

purchase conTracTs made wiTh differenT groups of privaTe land-

owners? ' Yes No

If YES, whaT are The differences?

 

. Does The sTandard conTracT for sawlog sTumpage purchases from

privaTe landowners specify any IOgging provisions under which

Timber is To be harvesTed? " Yes No

If YES, To whaT percenTage of your I960 privaTe purchases do

These specificaTions apply? percenT.

If YES, whaT are The specificaTions?

If NO, are There any harvesT condiTions your firm will ac-

cepT in conTracTs for sawlog sTumpage purchases upon a

privaTe landowner's insisTence? '

If YES, whaT are The condiTions?

 

QUESTIONS I7 TO 23 APPLY TO ALL SAWMILLS

I7.

20.

WhaT percenTages of your sawlog purchases (when firsT iniTiaTed)

were obTained Through negoTiaTions iniTiaTed by your firm or

iniTiaTed by sellers? Sawlog

Sawlogs STumpage

(percenT) (percenT)

a. Mill

b. Sellers

c. IndefiniTe

. When your firm Takes The iniTiaTive in negoTiaTing sawlog pur-

chases, whaT are The meThods you use in conTacTing poTenTiaI

suppliers?

. When your firm Takes The iniTiaTive in negoTiaTing sTumpage

purchases, whaT are The meThods you use in conTacTing poTen-

Tial suppliers?

From how many differenT persons or agencies was your l960 saw-

h d?log supply purc ase No. No.

a. Nonproducer landowner c. Dealer

b. Producer d. OTher agenT
 

(specify)
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Was I960 a Typical year? Yes No

If NO, why noT?

 

2|. WhaT quanTiTies of your l960 sawlog receist were purchased on

The sTump, roadside, and delivered?

QuanTiTy E_

On The sTump

Roadside

F.o.b. railroad

Delivered To mill

22. Did The poinTs of purchase of I960 sawlog receist vary by per-

sons or agencies supplying sawlogs? Yes No

If YES, how did They differ?

 

23. To whaT degree does your firm perform The following funcTions in

regard To sawlog procuremenT?

 

 

a. Logging?

b. Hauling?

24. Are many producers offered paymenTs (loans) in advance of Time

of paymenT specified in a sTandard conTracT? Yes No

If YES, is This The usual procedure adopTed by your firm?

Yes No

If YES, does The producer pay inTeresT on such prepay-

menTs or loans? Yes No
 

If YES, whaT is The size limiTaTion on The prepaymenTs

or loans offered?

25. Are any producers offered oTher business aids by your firm?

 

Yes No

If YES, is This The usual procedure adopTed by your firm?

Yes No
 

If YES, whaT are These business aids?

QUESTIONS 26 AND 27 APPLY ONLY TO SAWLOG PURCHASES FROM DEALERS

OR EQUIVALENT AGENTS.

26. Are any dealers offered paymenTs (loans) in advance of Time of

 

 

paymenT specified in sTandard conTracT? Yes No

If YES, is This The usual procedure adopTed by your firm?

Yes No

If YES, does The dealer pay inTeresT on such prepaymenTs

or loans? Yes No
 

If YES, whaT is The size IimiTaTion on The prepaymenTs

or loans offered?

27. Are any dealers offered oTher business aids by your firm?

 

Yes No

If YES, is This The usual procedure adopTed by your firm?

Yes No
 

If YES, whaT are These business aids?
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F. Prices:

I. WhaT prices were paid per uniT of volume (price scale aT end of

I960) for wood purchased by your firm? (Fill in as many iTems

as possible, by species and qualiTy classes.)

Species and qualiTy classes
 

a. STumpage

b. Roadside

c. Trucked aT yard

2. Are There any differences in prices paid for delivered wood on

basis of disTance of haul? Yes No

If YES, whaT are These differences (and which disTances do

The prices quoTed in lTem I above refer To?)

 

3. Are The prices you pay for sawIOgs mosT ofTen The resulT of:

(check The correcT explanaTion below)

a. your offered price? c. negoTiaTion?

b. The seller's price? d. oTher (specify) ?

4. Are The prices you pay for sTumpage mosT ofTen The resulT of:

a. your offered price? c. negoTiaTion?

b. The seller's price? d. oTher (specify) ?
 

5. Are The prices received for your principal producTs sold mosT

ofTen The resulT of: (check The correcT explanaTion below)

a. your price? c. negoTiaTion?

b. The buyer's price? d. oTher (specify) ?

 

6. WhaT prices per uniT of volume were obTained by your firm aT

The end of l960 for The processed producTs you sold? (LisT

by principal producTs.)

7. Have The prices you paid for sawlogs changed frequenle during

The 3-year period I958-60? Yes No

If YES, how many Times have The prices changed? Times.

 

8. Have The prices received for The principal producTs sold by

your firm changed frequenle during The 3-year period I958-60?

' Yes No

If YES, how many Times have The prices changed? Times.

 

9. WhaT was The ToTal dollar value of sawlogs (including sTumpage,

logging and hauling) delivered To your mill in I960?



307

G. CosTs:

WhaT logging cosTs (felling and bucking and skidding) per uniT

of volume applied To sawlogs delivered To your mill aT The end

of l960? (EsTimaTe prevailing conTracT raTes, if logging cosTs

were noT paid for direchy by your firm.) '

. WhaT Truck hauling cosTs per uniT of volume applied To sawIOgs

delivered To your mill aT The end of l960? (EsTimaTe prevail-

ing conTracT raTes, if hauling cosTs were noT paid for direchy

by your firm.)

(I) Average cosT?

(2) Min. cosT?

(3) Max. cosT?

(4) CosT by disTance zones?

 

 

 

 

 

 

3. Do Truck hauling cosTs above include The cosT of loading?

Yes ' No

If NO, whaT is The esTimaTed loading cosT per uniT or

volume?

lf N0, who pays The cosT of loading?

4. Do Truck hauling cosTs direcT To mill include The cosT of un-

loading? Yes No

If NO, whaT is The esTimaTed unloading cosT per uniT of

volume?

If NO, who pays The cosT of unloading?

5. WhaT was your cosT per uniT of volume for wood purchasing acTi-

viTies (noT including The price of wood) in I959?

H. TransporTaTion:
 

2.

3.

WhaT percenTages of The volume of your sawlog receist in l960

were delivered To your mill by differenT meThods of Transpor-

TaTion? __

a. Truck

b. Railroad

c. OTher (specify

 

WhaT were The Truck-hauling disTances To your mill in l960 in

direcT-To-mill wood haulS?

Miles

a. Average disTance

b. Min. disTance

c. Max. disTance

WhaT changes in The disTances of haul for Truck deliveries of

sawlogs To your mill have occurred in The pasT five years?
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I. Sales of processed producTs:
 

WhaT was The ToTal volume of producTion aT your mill in I960?

(LisT by producTs.)

 

 

 

2. WhaT percenTage of mill capaciTy did your l960 producTion repre-

senT? ' percenT.

3. WhaT was The gross sales value of processed producTs aT your

mill in l960?

4. WhaT was The seasonal paTTern of producTion aT your mill in

l960 (in Terms of volume)?

a. Peak-producTion monThs and amounTs (aver.)

b. LowesT-producTion monThs and amounTs (aver.)

c. OTher monThs and amounTs (aver.)

5. Do you consider The seasonal paTTern of producTion aT your mill

IO.

in I960 To be a Typical paTTern? Yes No

If NO, why noT?

 

WhaT was The seasonal paTTern in processed producT invenTories

on hand aT your mill in I960?

a. Peak-invenTory monThs and amounTs (aver.)

b. LowesT-invenTory monThs and amounTs (aver.)

c. OTher monThs and amounTs (aver.)

 

 

 

. Do you consider The seasonal paTTern in processed producT in-

venTories aT your mill in l960 To be a Typical paTTern?

Yes No
 

If NO, why noT?

. Do you prefer seasonal variaTions in The volume of processed

producT invenTories on hand aT your mill? Yes No

If YES, whaT is your preferred paTTern of invenTories?

If NO, do you have an objecTive of mainTaining a fixed

raTio in The volume of processed producT inVenTories To

producT sales? Yes No

If YES, whaT is This raTio? '

 

 

Is There a limiT To The volume of processed producT invenTories

ThaT can be sTored in yard economically? Yes No

If YES, whaT is The naTure of The limiTaTion?

If YES, whaT is The maximum volume?

 

Is There a physical and Time limiT To The volume of processed

producT invenTories ThaT can be sTored in yard because of in-

secTs, fungi, eTc.? Yes No

If YES, whaT is The naTure of The limiTaTion?

If YES, whaT is The maximum volume?
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ll. WhaT percenTages of The volume of your principal producTs in

I960 were produced To fill previously obTained orders?

ProducT

I
B
Q

l2. WhaT area did your sales TerriTory cover in l960? (LisT by

principal producTs. LisT counTies or ciTies, or ouTermosT

sTaTes or ciTies. STaTe Maximum disTances.)

l3. Have There been any significanT changes in The producT markeT

areas for your firm in The pasT five years? Yes No

If YES, whaT were The changes?

 

l4. To which Types of buyers did sales of your principal producTs

in l960 go? (EsTimaTe, by producTs, The volume or percenT of

ToTal volume.) -__

Volume % Volume % Volume %

. ManufacTurer '_ -_ _-

. Wholesaler

. ReTailer

lndusTrial user

. OTher (specify)C
D
Q
O
C
‘
Q
)

l5. Have There been any significanT changes in The volumes of

producTs going To differenT Types of buyers of your principal

producTs in The pasT five years? Yes No

If YES, whaT were The changes?

If YES, whaT explanaTions can you give for These changes?

 

I6. How many differenT buyers of your producTs did you sell To in

I960?

No. No.

a. ManufacTurer _—_' d. lndusTrial user __-

b. Wholesaler e. OTher (specify)

c. ReTailer
 

l7. Have There been any significanT changes in The numbers of

buyers of your principal producTs in The pasT five years?

Yes No
 

If YES, whaT were The changes?

If YES, whaT explanaTions can you give for These changes?

l8. WhaT is The Typical Time inTerval beTween receipT of an order

from a buyer and The filling of ThaT order? (LisT separaTely

by principal producTs, if Time inTerval varies.)

a. How much variaTion from The Typical Time inTerval occurs?

b. WhaT are The causes of variaTions from The Typical Time

inTerval?

J. Producer or agenT sources of sawlogs, l960:
 

Name Address
 



APPENDIX B.

SAWLOG PRODUCER INTERVIEW SCHEDULE



CONFIDENTIAL DaTe
 

Recorder

STaTe

 

 

NCM-27 ProjecT

TIMBER PRODUCER-SAWLOGSI

Name of Timber producer
 

Address
 

A. General:

How many years have you been operaTing as a Timber producer?

 

years

2. Are you a full-Time Timber producer? Yes No

If N0, whaT oTher business or occupaTion are you engaged in?

a. Sawmill operaTor d. Farmer

b. OperaTor of oTher e. Wage earner

wood-using mill f. OTher (specify)

(specify)

c. STore operaTor

If NO, whaT percenTage of your gross revenues in I960 was

realized from your business as a Timber producer? percenT.

3. WhaT were The principal raw Timber producTs you handled in l960?

Is your Timber-producing business Typically a year-round

business? Yes No

If NO, whaT are The Typical monThs of operaTion?

 

. How many full-Time employees (including family members) in your

Timber-producing business did you have in I960? employees.

How many members of your family? employees.

. How many seasonal employees in your Timber-producing business

did you have in l960? employees.

How many are members of your family? employees.

 

. WhaT volume of sawlogs did you produce in l960? (Volume by

log rule).

Species Volume Species Volume
 

 

IThe inTerview schedule presenTed here has been abbreviaTed by

deleTing spaces for recording daTa for many of The quesTions.

3II
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B. QuanTiTies of sawlog sTumpage purchases: (volume by log rule)
 

I. Did you purchase any sTumpage as a basis for your sawlog-

 

 

producing business in l960? Yes No

If YES, whaT volume, by species, was purchased as sTumpage

in l960?

Species Volume Species Volume

Was I960 a Typical year? Yes No
 

If NO, why noT?

. Sources of sawlog supply:
 

I. Where was your l960 sawlog supply area locaTed? (LisT coun-

Ties.“ STaTe radius of operaTions in miles.)

a. CounTies

b. Radius of operaTions (maximum)

 

 

2. Have There been any significanT changes in your sawlog supply

area in The lasT five years? Yes No

If YES, whaT were The changes?

 

'3. WhaT is The ownership of The foresT land from which your l960

sawlog supply was obTained? (EsTimaTe % of ToTal volume from

each source.)

7!» %

a. Own land _' d. NaTional foresT '—

b. Farmer e. STaTe foresT

c. OTher privaTe f. OTher public
  

4. Have There been any significanT changes in your sawlog supply

from differenT foresT landownership sources in The lasT five

years? Yes No

If YES, whaT were The changes?

If YES, whaT explanaTions can you give for These changes?

 

. Sawlog procuremenT meThods and policies:
 

I. WhaT percenTages of your I960 sawlog supply were obTained by

The following sTumpage acquisiTion meThods?

. STumpage from own lands

. STumpage purchased by you

. STumpage sold To you by buyer of your sawlogs

. STumpage purchased in your name by buyer of

your sawlogs

E

Q
O
U
’
Q
)

 

QUESTIONS 2 TO I5 APPLY ONLY TO SAWLOG STUMPAGE PURCHASES BY PRO-

DUCER. IF NO STUMPAGE PURCHASES WERE MADE, SKIP TO QUESTION l7.
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2. WhaT percenTages of your l960 sawlog sTumpage purchases (in Terms

of volume) were obTained under The following Types of agree—

menTs?

a. WriTTen conTracT wiTh public landowners

b. WriTTen conTracT wiTh privaTe landowners

c. Oral conTracT
 

3. WhaT are The deTails of your sTandard conTracTs for sawlogs

sTumpage purchases from privaTe landowners? (Check The fol-

lowing iTems which are included in agreemenTs; Then describe

as much as possible.)

a Species

b AmounT of Timber

c. Size of Timber

d. QualiTy of Timber

e

f

 

 

 

 

 

 

Time or period of harvesT

MeThod of paymenT

9. Time and basis of measuremenT

 
 

 
 

 
 

4. If The sTandard conTracT for sTumpage purchases from privaTe

landowners is a wriTTen conTracT, and if oral conTracTs are

also made, how does The oral conTracT differ in iTs provisions

from The wriTTen conTracT?

5. Does your sTandard conTracT for sawlog sTumpage purchases from

privaTe landowners specify any logging provisions under which

 

Timber is To be harvesTed? Yes No

If YES, To whaT percenTage of your l960 purchases do These

specificaTions apply? percenT

If YES, whaT are The specificaTions?

lf NO, are There any harvesT condiTions your firm will ac-

cepT in conTracTs for sawlog sTumpage purchase upon a pri-

vaTe landowner's insisTence? I Yes No
 

If YES, whaT are The condiTions?

6. How binding are your conTracTs for sTumpage purchase (i.e., how

much leeway do you allow yourself in TerminaTing conTracTs)?

7. How far in advance of The beginning of harvesT operaTions are

sawlog sTumpage purchase conTracTs usually negoTiaTed?

8. Do you buy sawlog sTumpage only when you hold a conTracT for

The sale of producTs? I Yes No

If NO, explain your policy of sTumpage purchases in ad-

vance of conTracTs for The sale of producTs.

9. WhaT percenTages of your l960 sawlog sTumpage purchases were

obTained Through negoTiaTions iniTiaTed by you or iniTiaTed

by landowners? ‘ %

a. Producer

b. Landowner

c. IndefiniTe
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. When you Take The iniTiaTive in negoTiaTing sawlog sTumpage

purchases, whaT are The meThods you use in conTacTing poTen-

Tial supplies?

How many sawlog sTumpage purchase agreemenTs did you make in

l960? ' agreemenTs.

Was l960 a Typical year? Yes No

If NO, why noT? '

 

 

. From how many differenT persons or agencies did you obTain your

 

sawlog sTumpage purchases in I960? ‘ persons or agencies.

Was l960 a Typical year? Yes No

If NO, why noT?

Is There a minimum volume per acre below which you will noT

consider sawlog sTumpage purchase? Yes No
 

If YES, whaT is This minimum?

Is There a minimum volume per TracT below which you will noT

consider sawlog sTumpage purchase? Yes No

If YES, whaT is This minimum?

 

Is There a minimum value of sawlog sTumpage per TracT below

which you will noT consider sTumpage purchase? Yes No

If YES, whaT is This minimum?

 

. Did you receive funds from any of your sawlog buyers for sTump-

age purchases in l960? Yes No

If YES, whaT porTion of your ToTal sawlog sTumpage purchases

in l960 did These funds cover?

 

SUBSEQUENT QUESTIONS REFER TO ALL SAWLOG PRODUCERS

Did you subconTracT some or all of The logging operaTions in

 

your sawlog-producing business in l960? ' Yes No

If YES, whaT percenTage of The volume handled was subcon-

TracTed? percenT.

If YES, did subconTracTing apply To:

a. Felling and bucking? Yes No

b. Skidding? Yes No

 

 

If YES, why didn'T you handle all The logging operaTions

yourself? (Check. If more Than one reason, number in order

or imporTance.)

 

 

 

 

 

(a) Lacked necessary equipmenT

(b) Lacked logging experience

(c) InadequaTe family or hired labor available

(d) Believed subconTracTing To be The cheaper meThod

(e) Producer's Time more valuable for oTher purposes

(f) OTher demands on producer's Time
 

(g) OTher (specify)
  



I8.

I9.

20.
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Did you subconTracT some or all of The hauling operaTions in

 

your sawlog-producing business in l960? Yes No

If YES, whaT percenTage of The volume handled was subcon-

TracTed? percenT.

If YES, why didn'T you handle all of The hauling operaTions

yourself? (Check. If more Than one reason, number in or-

der of imporTance.)

 

 

 

 

 

(a) ‘ Lacked necessary equipmenT

(b) Lacked hauling experience

(c) lnadequaTe family or hired labor available

(d) Believed subconTracTing To be The cheaper meThod

(e) Producer's Time more valuable for oTher purposes

,(f) OTher (specify)
 

 

Did you receive in I960 funds from any sawlog buyers in ad-

vance of Time of paymenT specified in a sTandard conTracT To

faciliTaTe your logging or hauling responsibiliTies?

' ' Yes No
 

If YES, for whaT purposes?

Did you receive in l960 any oTher business aids from any saw-

log buyers To faciliTaTe your logging or hauling responsibili-

Ties? ’ I Yes No

If YES, whaT aids?

 

E. Prices Received:
 

WhaT prices did you receive per uniT of volume for sawlogs you

sold in l960? (Fill in as many iTems as possible, by Species

and qualiTy classes.)

Species and qualiTy classes

a. Roadside

b. Trucked To mill

To which agenTs did you sell The species and qualiTy classes

lisTed above? (Check appropriaTe cells.)

(a) Dealer

(b) ConcenTraTion yard

(c) OTher lnTermediaTe agenT

(d) Sawmill I

(e) OTher producer

(f) OTher (specify)

Did you have difficulTy in obTaining sufficienT markeT price

informaTion as a basis for your business decisions?

a. On The sTumpage you have To buy? Yes No

b. On The sawlogs you have To sell? Yes No

If YES To a. or b., explain.
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F. CosTs:
 

I. WhaT sTumpage cosTs per uniT of volume applied To The sawlogs

2.

you handled in l960? (EsTimaTe cosT impuTed by you if you used

your own sTumpage.)

Species and qualify Purchased Own

classes sTumpage sTumpage
 

WhaT logging cosTs (felling and bucking and skidding) per uniT

of volume applied To The sawlogs you handled in l960? (EsTi-

maTe cosT impuTed by you if you performed your own logging.)

Species and qualiTy SubconTracTed Own

classes logging logging

. WhaT Truck-hauling cosTs per uniT of volume applied To The saw-g

logs you handled in l960. (EsTimaTe cosT impuTed by you if you

performed your own hauling.)

Species and qualiTy SubconTracTed Own

classes hauling logging
  

CosT DisTance CosT DisTance
 
 

G. Sales of sawlog producTs:
 

2.

WhaT was The gross sales value of sawlogs sold by you in l960?

WhaT were The seasonal variaTions in your sawlog deliveries in

l960?

a. Peak monThs and amounTs (aver.)

b. LowesT monThs and amounTs (aver.)

c. OTher monThs and amounTs (aver.)

. Do you consider The Timing in your sawlog deliveries in l960 To

be a Typical paTTern? Yes No

If N0, why noT?

 

. Was The Timing in your sawlog deliveries in l960 required by

 

your producT buyers? Yes No

If YES, would you have preferred a differenT Timing of de-

liveries? YeS‘ No '
 

If YES, whaT is your preferred Timing of deliveries?

If NO, how do you explain The Timing of your deliveries?
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5. Have There been any significanT changes in The annual volume of

your sawlog sales in The pasT five years? Yes No

If YES, whaT were The changes?

 

6. WhaT explanaTions can you give for annual flucTuaTions in your

sawlog sales?

- 7. To which Types of buyers did sales of your sawlogs in l960 go?

(EsTimaTe by % of ToTal volume)

% %

a. Sawmill 0. Dealer

b. ConcenTraTion yard d. OTher (specify)

 

8. Have There been any significanT changes in The annual volumes

of your sawlogs going To differenT Types of buyers in The pasT

five years? ‘ Yes No

If YES, whaT were The changes? A

If YES, whaT explanaTions can you give for These changes?

 

9. How many differenT buyers of your sawlogs did you sell To in

 

I960?

No. No.

a. Sawmill -__— c. Dealer _—_-

b. ConcenTraTion yard d. OTher (Specify)

 

IO. Have There been any significanT changes in The numbers of

buyers of your sawlogs in The lasT five years? Yes No

If YES, whaT were The changes? I

If YES, whaT explanaTions can you give for These changes?

 

ll. Did you have a conTracT (5) To sell prior To your harvesTing

of sawlogs in I960? Yes No
 

l2. WhaT is The Typical Time inTerval beTween daTe of a sale agree-

menT wiTh a buyer and sawlog delivery?

a. How much variaTion from The Typical Time inTerval occurs?

b. WhaT are The causes of variaTions from The Typical Time

inTerval?

H. OTher producers of sawlogs, l960:
 

Name Address
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DETAILS OF PRODUCT GROUPS AND OF PURCHASE

CONTRACTS FOR STUMPAGE AND SAWLOGS



Table I.
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Number of sawmills sampled in each producT

_ group, by sTaTe, l960

 

 

 

ProducT groupa Mich.Wis..Minn.lnd.Ohio III. Iowa Mo. Kan. ToTal

(Number of sawmills)

Hardwood grade 32 I3 ' 3 'I7 l7 5 9 . 3 8 IO7

PalleTs, boxes,

and craTes 20 2 l -- 8 2 2 7 2 44

PalleT

maTerial l3 4 ll 5 6 6 l 6 l 53

and craTing

ManufacTured

producTs

excepT palleTs, . 3 3 I 2 -- -- -- 4 -- l3

boxes, and

craTes

Low-grade

hardwood 5 -- 8 ll l2 I3 4 I6 5 74

lumber

SofTwood

lumber 5 I3 30 -- -- -- -- I 7 -- 55

Railroad Ties -- -- -- I 6 -- IO 26 -- 43

Flooring sTock -— -- -- -- l -- -- l3 -- l4

Unclassified -- 7 -- 2 8 -- -- -- 4 2|

ToTal 78 42 54 f 38 58 26 26 82 20 424

 

a . .
ProducT groups are based upon The producT or group of Similar

producTs which represenTed The largesT porTion of The firm's ToTal

value of producTion.

Hardwood_grade:

mainly for furniTure sTock.

PalleTs, boxes, and craTes:

The following definiTions were used:

includes predominanle #20 and beTTer, sold

PalleT maTerial and craTing:

ial, blocking, and dunnage.

ManufacTured producTs excepT palleTs, boxes, and craTes:

includes palleTs, boxes, and craTes

of any size made from lumber or sawn veneer of any Thickness.

also includes box and craTe maTer-

includes

producTs oTher Than palleTs, boxes, and craTes which are proc-

essed beyond The sTage of flaT surfaced lumber, e.g., flooring,

furniTure and furniTure parTs, cabineTs, and grain doors.
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Table I.(ConTinued)

Low-grade hardwood lumber: includes low-grade lumber, usually

rOUgh, which is noT included in The above caTegories and is

usually used for consTrucTion.

SofTwood lumber: mosle rough or surfaced consTrucTion lumber,

and oTher lumber from coniferous species noT included in above

caTegories.

Railroad Ties: also includes mine Ties.

Flooring sTock: unmanufacTured hardwood lumber of various sizes,

usually 3A or beTTer in qualify, and sold for flooring sTock.

Unclassified: insufficienT informaTion To classify.
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Table 2. DeTails_of sTumpage purchase conTracTs nego-

 

 

 

 

 

 

 

 

 

 

TiaTed by sampled sawmill firms wiTh privaTe

landowners

Provision PercenTa

Species of Timber:

NoT included l5.4

All markeTable species 44.9

Only specified species 27.9

All excepT specified species 3.l

Provision included; no explanaTion 8.7

IO0.0

Size of Timber:

NoT included |3.l

Minimum sTump diameTer 53.2

Minimum sTump diameTer; differs by species I.8

Minimum DBH 6.4

Minimum sTump diameTer; minimum Top diameTer 8.9

Minimum DBH; minimum Top diameTer 0.7

Provision included; no explanaTion _12;9_

IO0.0

QualiTy of Timber:

NoT included 87.9

ToTal number ThaT included provision l2.l

IO0.0

QuanTiTy of Timber:

NoT included 28.6

All markeTable volume 55.0

Specific volume of specified species 5.6

EsTimaTed number of Trees 2.4

Provision included; no explanaTion ' 8.4
 

I00.0
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Table 2. (ConTinued)

 

 

Provision PercenTa

MeThod of paymenT:

NoT included 6.4

Per M bd. fT. 22.5

Lump sum 34.2

Per sTandard cord 0.4

Per M bd. fT. and lump sum 25.4

Provision included; no explanaTion ll.l

IO0.0

Time of paymenT:

NoT included 2.9

Per-uniT purchase:

ToTal paymenT afTer harvesTing ll.6

ToTal paymenT before harvesTing 0.4

ParTial paymenT before harvesTing 4.l

Lump-sum purchase:

ToTal paymenT before harvesTing 23.6

ParTial paymenT before harvesTing I.2

Lump-sum: ToTal paymenT before harvesTing;

per-uniT purchase: ToTal paymenT afTer

harvesTing I5.7

Lump-sum: ToTal paymenT before harvesTing;

per-uniT purchase: parTiaI paymenT

before harvesTing 2.l

Lump-sum: parTial paymenT before harvesTing;

per-uniT purchase: ToTal paymenT afTer

harvesTing 0.8

Lump-sum and per-uniT purchase: parTiaI pay-

menT before harvesTing 37.6

 

  

 

l00.0
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Table 2-(ConTinued)

 

. . a

PrOVISIon PercenT

 

Place of measuremenT:

 

NoT included 48.4

Scaled in woods 9.9

Scaled aT mill 27.4

Scaled in woods or aT mill 3.7

Provision included; no explanaTion l0.6

IO0.0

 

 

Period of harvesT:

 

 

NoT included 2|.3

Less Than 6 monThs 0.4

Six monThs To l year 26.8

One year To 2 years 34.2

More Than 2 years 7.0

Provision included; no explanaTion IO.3

IO0.0

aPercenTage of sampled sawmill finms ThaT usually included The

indicaTed provision in sTumpage purchase conTracTs wiTh privaTe

landowners.
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Table 3. Logging provisions commonly prescribed in

privaTe sTumpage purchase conTracTs by sampled

sawmill firms

 

PercenT of

 

Logging provision sawmills

I. Exercise care To preserve growing sTock 7.5

2. Clear slash from roads, boundaries, eTc. 3.9

3. Repair damage To fences and gaTes ll.0

4. Repair damage To roads, waTerways, fences, eTc. ll.O

5. Agree To locaTion of logging roads and resTricTions

To Travel across fields 2.l

6. Numbers 2 and 3 ’ 2.5

7. Numbers 2 and 4 2.8

8. Numbers 2 and 5 3.9

9. Numbers 3 and 5 I.4

l0. Numbers 4 and 5 4.6

II. Numbers 2, 4, and 5 4.3

l2. No provisions included 45.0
 

IO0.0
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Table 4. DeTails of sTumpage purchase conTracTs

negoTiaTed by sampled sawlog producers

wiTh privaTe landowners

Provision PercenTa

Species of Timber:

NoT included ll.2

All markeTable species 44.5

Only specified species 24.3

All excepT specified species 3.3

Provision included; no explanaTion _l§;Z_

IO0.0

Size of Timber:

NoT included 20.9

Minimum sTump diameTer 45.9

Minimum DBH 2.9

Minimum sTump diameTer; minimum Top diameTer l0.2

Trees wiTh l or 2 bolTs To a 4" or 5" Top diameTer 9.0

Provision included; no explanaTion ll.I

|O0.0

QualiTy of Timber:

NoT included 88.9

ToTal number ThaT included provision ll.I

lO0.0

QuanTiTy of Timber:

NoT included 28.3

All markeTable volume 54.l

Specific volume of specified or unspecified species 5.3

EsTimaTed number of Trees 4.I

Provision included; no explanaTion 8.2
 

|00.0
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Table 4. (ConTinued)

 

 

Provision PercenTa

MeThod of paymenT:

NoT included I.7

Per M bd. fT. 50.5

Lump sum I3.0

Per sTandard cord 4.7

Per M bd. fT. and lump sum |9.0

Per sTandard cord and lump sum 2.l

Provision included; no explanaTion 9.0

IOO 0

Time of paymenT:

NoT included 0.7

Per—uniT purchase:

ToTal paymenT afTer harvesTing 53.2

ParTial paymenT before harvesTing 5.

Lump-sum purchase:

ToTal paymenT before harvesTing l5.6

ParTial paymenT before harvesTing l.

Per-uniT purchase: ToTal paymenT afTer har-

vesTing; lump-sum purchase: ToTal

paymenT before harvesTing 2|.3

Per-uniT purchase: ToTal paymenT afTer

harvesTing; lump-sum purchase: parTial

paymenT before harvesTing 0.7

Provision included; no explanaTion 2.l

 

 

O O O
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Table 4-(ConTinued)

 

. . a

PrOVISIon _ PercenT

 

Place of measuremenT:

 

NoT included 22.4

Scaled in woods l4.2

Scaled aT mill 55.2

Scaled in woods or aT mill 3.6

Provision included; no explanaTion 4.6

IO0.0

 

 

Period of harvesT:

 

NoT included 39.6

Less Than 6 monThs 2.7

Six monThs To l year 30.2

One year To 2 years l6.2

More Than 2 years I.8

Provision included; no explanaTion 9.5

lO0.0

 

 

 

aPercenTage of sampled sawlog producers ThaT usually included

The indicaTed provision in sTumpage purchase conTracTs wiTh pri-

vaTe landowners.
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Table 5. Logging provisions commonly prescribed in privaTe sTumpage

purchase conTracTs by sampled sawlog producers

 

PercenT of

 

Logging provision producers

I. Exercise care To preserve growing sTock 5.l

2. Clear slash from roads, boundaries, eTc. 6.4

3. Repair damage To fences and gaTes ll.5

4. Repair damage To roads, waTerways, fences, eTc. l2.7

5. Agree To locaTion of logging roads and resTricTions

To Travel across fields 4.3

6. Numbers 2 and 3 0.8

7. Numbers 2 and 4 0.8

8. Numbers 2 and 5 0.4

9. Numbers 3 and 5 I.7

l0. Numbers 4 and 5 0.8

II. Numbefi52, 4, and 5 4.7

l2. No provisions included 50.8
 

|00.0
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Table 6. DeTails of sawlog purchase conTracTs of sampled sawmills

 

Provision PercenTa

 

Species of sawlogs:

 

 

 

NoT included I4.0

Only specified species 37.4

WhaTever species are in demand 7.8

All excepT specified species .3

Only high qualiTy hardwoods I.7

Low qualiTy hardwood only wiTh high qualiTy hardwoods 2.2

Only low qualiTy hardwoods 3.9

Hardwoods only 2.2

SofTwoods only 0.6

Provision included; no explanaTion 22.9

IO0.0

Size of sawlogs:

NoT included 5.l

Minimum Top diameTer 34.2

Minimum Top diameTer; minimum lengTh of 8 fT. 26.7

Minimum Top diameTer; maximum lengTh of 8 fT. l.I

Minimum Top; maximum buTT diameTer; maximum

lengTh 8 fT. 2.3

Minimum Top diameTer; minimum lengTh 8 fT.; limiTed

percenT of 8 fT. logs 5.7

Minimum Top diameTer; lengTh specified 9.6

Provision included; no explanaTion l5.3
 

O O O
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Table 6.(ConTinued)

 

Provision PercenTa

 

QualiTy of sawlogs:

 

 

 

 

 

NoT included 66.l

High qualiTy only

Low qualiTy only wiTh high qualiTy .6

Pays on The basis of log grades and:

Buys high qualiTy only 5

Buys low qualiTy only wiTh high qualiTy 4

Buys high qualify and low qualiTy 4.5

Provision included; no explanaTion 20.3

IO0.0

QuanTiTy of sawlogs:

NoT included 56.3

Yearly quoTa 0.6

MonThly quoTa ' 0.6

Weekly quoTa l.I

Specified volume or porTion of producers' supply

aT irregular inTervals 20.9

Provision included; no explanaTion 20.5

IO0.0

Basis of measuremenT:

NoT included l2.0

Per M bd. fT., log rule 53.I

Per sTandard cord 5.5

Per M bd. fT. and cord 7.6

Provision included; no explanaTion 2|.8
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Table 6-(ConTinued)

 

Provision . . , PercenTa

 

Time of delivery:

 

NoT included 6|.9

No seT paTTern, varies wiTh circumsTances l2.0

Specified quanTiTy per week or day 0.5

Specified quanTiTy by specified daTe 0.5

EsTimaTed quanTiTy for coming week 0.5

Specify deliveries To sTarT wiThin l5 days 2.2

Provision included; no explanaTion 22.4

lO0.0

 

 

Time of paymenT:

NoT included lI.O

AfTer delivery of logs:

 

 

AfTer each load of logs .0

Each day 3.5

Each week 38.5

Every 8 To 2| days .6

Every 22 To 35 days .6

OTher 22.l

AfTer ToTal quanTiTy specified in purchase agreemenT

has been delivered I.7

ParT before delivery, remainder afTer delivery 2.9

Provision included; no explanaTion 8.I

IO0.0

aPercenTage of sampled sawmill firms ThaT usually included The

indicaTed prOvision in sTumpage conTracTs wiTh privaTe landowners.
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