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COST CONTRuL SYSTEM FOR SMALL SAWMILLS

I.

1

Introduction

For over three quarters of a century, the

lumbering

industry has been one of Oregon's most important occupations.
It has brought many millions of dollars into the homes of

our people,

as this industry is so large and useful to us,

we should do as much in our rover as possible to aid the
lumberman.

Therefore, I have a plan to construct a system that
will aid these men, a cost control system in which the owner

or manager can see where large unnecessary expenses or costs
arise.

That would undoubtedly make a more stable enterprise.
Throughout the pacific northwest there are innumerable

sawmills, of all kinds, sir.es and condition.

The large saw

mills located in advantageous sectjons of the country are so
established and man-gee! they are able to oompute worth and
value to society.

However, there are hundreds of small

mills that very seldom know what margin of profit they are
making.

There is no way for them to see how they stand except

by guessing, which is often very inaccurate.
In other words a cost control system for these small
sawmills would be a solution to this problem.

This would

apply to mills that cut up to and around fifty thousand board

feet in an eight-hour shift.

However the system would be

applicable to larger mills if there was no definite setup to
f ollov..
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Need for cost control.

The first question that might

be asked could be, is there any need for a cost control system?

Doesn't the owner know how to handle a mill efficiently?
There are several reasons wiry it would be advisable and would

pay to install the system.

Sure, the owner knows how to handle

a milli if be didn't, he wouldn't be in that position, but
there are small points that escape his attention.
one reason for the need of such a system would be the

ignorance of cost to manufacture lumber.

There is no way in

which the owner can determine the exact cost of the sawmill
proper.

if one section of sawing has too much overhead, it

will run the cost up.

Therefore, a complete cost tabulation

of manufacture would be of great interest.

The fact that he doesn't knov; how much his costs are,

will efect the industry as a whole.

Other expenses will come

in, other costs of remanufacturing will arise, the transport
ation charges are made, and when everything is totaled, there
is a big chance of it being higher than the selling price,
jf that practice continues,

i t would

soon bankrunt the firni,

and do a great deal of harm to everybody concerned.

Not only

will all of the men have large amounts of wage money, but

they would have grocery, light, water bills to nay, which

would be impossible under those conditions.

It is an estab

lished fact that to hurt the working men will in turn hurt
everybody.

Besides the immediate community, chances are that

creditors in neighboring towns and cities have machinery-or
other items only partly paid for.

iifter reading that paragraph, the argument which
would probably arise is the fact that without a cost control
system is no sign that the sawmill concern is going bankrupt.
True enough, but there is a very large percentage of small

nills located all over the coast region of Oregon and Wash

m

ington that have no cost control system of any kind.

There

fore, why put such a system in as long as they aren't insol
vent.

The

largest point: in favor of that is the benefit

the community would receive as

the workmen could draw down

larger salaries if the mill had this system onerating, as
greater profits are realized.
one

item of easiness enterprises

that

often carries

importance or consideration is the credit rating.

The estab

lishments that are up and forging ahead of competition, watch

or guard their rating and standing as they do to many other

phases of the business,

nny concern that buys and sells

for b profit has a rating in that large credit rating firm

of Dunn & Bradstreet.

They issue rating books periodically

and reports at frequent intervals as they do to the-status
of the different firms.

Through Dunn & Bradstreet there

will be a classification of our hypothetical sawmill, and
this rating will have large influence with competitors,
creditors, and debtors as

to how much volume

of credit

etc. should be given.

Vith a cost control system installed the rating' of
the mill will be changed to a higher standing, which would

be advantageous to all concerned.

The higher the rating

is the easier to carry on business with local banks, which

plays an important role in the success of the mill when times

get tough.

often times, the bank can come through with a

loan that might save lots of trouble later on.

Reason cost control hasn't been used before.

There is

no doubt that each small mill should have some form of a cost

control system. Yvhy hasn't a larger percent of mills adopted
such a plan of control'-

one of the nrincinle reasons is the

ignorance on the nrrt of the owner that he could have such a
system and enjoy the many benefits that have been pointed out

previously.

I.e probably has no idea of the saving that could

be made by knowing the exact financial standing of his mill

at all times.
of tie

The fact of improving the standing and rating

mill never occurred to him before,

perhaps a surprise

is in store, due to the high costs of manufacturing of types
of lumber.

Many owners handle all chases of the business, namely;

buying of logs, selling the lumber, hiring men, supervising
the mill, carrying on his business relationshins.

This for

one man to handle is a day's job and the average person doesn't
feel like adding more office work to be done, hence the time

element is another reason cost control systems haven't been
introduced before.

Another reason for the absence of these systems would

be due to poor financing of many small mills. Tbey are 0rep_
ating on a low margin of profit and can't feel that they
should go to the added expense of installing this system,

although they have no idea of the expense necessary for
such procedure.

Even after they have gone to the trouble of

installing, there would be an additional expense in the upkeep
and continuance of operation. Experience has proven that

there will be a large saving if the system is operated as it
should .

one more reason why these systems aren't m practice

more is the fact that a few mill owners or managers are of

the lazy type and don't care for the more intricate features
of the lumbering industry. They belleve fcbapa ^ &^ ^
tial gain and that is good enough for them, so why not let
well enough alone.

The last reason that I have in mind is the »T don't
know" type. I believe some of the owners might answer that
they didn't knov; why they hadn't installed a cost control

system. The thought had never occurred that we could develop
a system that would be applicable to such a small mill.

Chapter II

REQUIREMENTS OF THE COST CONTROL SYSTEM

Be applicable to any type of small sawmill.

By adding

restrictions in some places, adding features in other places,

we can develop the system that will carry some requirements

that nil! make the system very desirable to our cause in
nearly all respects.

To be adequate for use, it must be applicable to any
type of sawmill.

This will be one of our hardest tasks to

construct the system so it'v.ill be suitable to each mill.
Practically every small mill is so different in operation

and management that it is impossible for anyone to design a
system that will need no alteration as it is rut to use.
Therefore, some of the slight additions or abolishments of

general features will have to be-marie by Ue manager to fit '

his ov-n setup.

For an example* different forms ar>e necessary

if the mill has a green chain for the tynes of lumber movement.
Some mills will need different tynes of labor classifi
cation which calls for a change in the labor records.

There

fore, the idea is to develop a system that with minor changes
in a few of the forms and policies will make it adequate in
any small mill located in the Douglas Fir regions.
Simple in use and application.

Along with that idea

there is another very necessary requirement, simple in use
and application.

The average mill ovmer hasn't had much

accounting and the forms must be short and easily constructed.

Each form v.orked out will give rise to a recap, showing the
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complete outlook of the plant at that time on one sheet.

It

must be very direct to the point in its results and not have

long detail which only leads to more confusion.

The skill

involved should be small in order that the average manager
would be able to handle the system in relative quick time.

The expense of installing and operating this system must be
small in amount because if it were large it would be discour

aging.

Low large the expense Qan be and still leave a good

margin of saving, will only be determined by actual one-ation.
Therefore, we must install as cheap as possible in order to
coincide with the general idea of the plan.
As stated before, the system must be constructed to

fit all types of small mills with their own conditions.

Now

the problem comes up whether to develop this cost control

with the use of a bookkeeper or not.

however, unless the

mill is extremely small, they will have some sort of a

bookkeeping plan.

Therefore, this idea will be built in

conjunction with a bookkeeper, who will be one of the main

cogs in the smooth operation.

He would be of great aid in

seeing that all the forms are properly kept and gather the
data, also to compile the results in a cost form which is to
be presented to the owner.

If there is no bookeeper in the plan, the proprietor

will have to take a few minutes off each day to see if the

forms and charts are kept up according to instructions.
Some owners might want to handle the cost accounts themselves
in order that they can see further into the results and
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locate the weak points more easily and quickly than if the

accountant were handling it.

This point will be decided by

the plant authorities at the time of installation.

Chapter Hi

FEATURES OF SYSTEM

There are many features of this system that must be

described and explained before the detail procedure can be

fully expanded.

The main prerequisite to all cost control

is the gathering of desired information.

There are seve-al

sources where this information can be found.

The sawmill log scale that is taken as the logs are

drawn up in the mill.

This will give a basis for computing

the mill overrun or underrun as the case may be.

Another

source is the board measure tally taken on the green chain or
on the dollies, depending upon the type of mill.

The board

measure tally taken here isn't usually as trustworthy as

the unit load scale on account of the haste reaulred, and

the fact that the scaler is often classed slightly more

than common labor, hence care must be taken in scaling the
loads of lumber on the dollies or unit package? made for
the carrier.

More information may be gathered from the

tally of actual lumber that is shinned away to fill orders.
This is the cest tally and is one in which confidence may be
placed as to the correct amount.

Inventories also are of

great importance in determining costs. This too is usually
accurate and the results can be used with a fair degree of
safety.
Another type of form -i q fn„^

jpe 01 ioxm is founa near the trimmer after

the lumber has gone through the planer
TM«
«. ,
*\in
MJ.cinoi.
iris as
used
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order to determine the cost of remanufaoture and see if it

really pays to go to the trouble of resawlng or planing.
The next feature that will be discussed is the cost

accounts and how they are determined.

First, the cost of

logs based on 1000 bd. ft, per log scale.

If the mill buys

all of its logs that cost is already determined, but if the

mill is doing its own logging there are many other factors
that must be taken in and included,

however, it is the prac

tice of the majority of small mills to purchase the logs,
either in the v.oods or delivered to the pond.

Second, the cost of manufacture.

That is, sawing

based on the board foot measure, as this is called the mill
cut.

This cost is analyzed in the office and is one of the

most important pisses of the system.

Third.

The cost of handling and shipping lumber will

perhaps require a little more guess work than some of the

other forms and accounts.

The reason is that the men working

in the yard or on the docks often do jobs not in direct

accordance with the account of yard and loading, and allowance
should be made to take care of this offset.

Fourth, the cost of selling and administration.

This

would include office expense, salesman salary, and other
expense that affect this phase of the business.

Other features which are also present besides these

accounts are. payroll system for keeping the labor classifi

cation, warehouse supplies which are released through requis
ition or orders from the foreman in charge. That will show

11

for the

particular item was used.

The last feature is the

maintenance costs that should be evenly distributed to all
phases of the costs.

one expense that won't be considered in this text is

the shut-down overhead.

If this plan was applicable to large

mills as well, then it would be necessary to make that compu
tation.

Many of these same mills are often shut down for

weeks or sometimes a month or two which can't be helped,
hence, the expense that is incurred by this factor is allow
cated over the entire year.
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CPAPIER IV

DETAILS OF OPERATION

Each of the forms that are to be shown and explained
are filled out at the proper time and compiled at the end

of the month. Some of the forms will be gathered, everyday
while other charts will be picked up once a week or there
abouts. The explanation of the forms will be as follows:
1. —Log haul scale record.

This tally is located near the

end of the bull c! ain, in a clean and convenient Place.
Such a form will give a basis for figuring the amount of scale
that was cut for the day, also to serve as a check on the

amount of over run obtained during that period of saving.
(See porm #1. )

2.--<Green chain tally record,

in determining this tally

a ticket system would be in all probability more adequate
than any other method.
man.

Each load is scaled by a competent

He then tags each unit as to the amount of lumber

present and where it is to go.

He also keeps a carbon copy

for the office use, in keeping account of the amount of lum

ber on hand.

(See Form #2.)

This method gives an accurate

total of the lumber that is sent to the yard and the amount

sent to the planer or direct to the car for loading.

If

the piling of yard stock is raid by the thousand, this

would be an accurate way of measuring the amount piled.

3.--Lumber handling chart.

This will include all of the

piling, stacking and unstacking lumber, moving the units
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about the plant, whether up to the planer or to loading car
or in the yard.

Some of the information for chart #2 will be

gathered on some of the other forms.

4.--Planing Mill Chart.

This chart will be constructed in

the office at the end of the month for determining the remanufacturing costs.

(See Chart #4.)

Material for this chart is

obtained from form #5, daily load tags from the green chain,
payroll system, and the maintenance and supplies report.
5.--Sawmill Expense Record.

This is one of the most important

and delicate features of the whole system.
ured once a month in the office.

This sheet is fig

The information for this

chart is gathered from several forms.

It includes all the

labor, mill and miscellance expense items such as deprec

iation if any, insurance, safety and accident, and possibly
rent, and. any other item that might be included.

(See Chart

#6.)

6.—payroll System.--All of the labor items are in the pay
roll bible, which is a regular time book with the names listed

dovn the page and the days of the month listed across the top.
There v.<ill be a separate page for each of the following:

mill

labor, lumber handling, miscellaneous, and maintenance labor.

The total for that page is the amount to be charged to that
department.

If a common labor works one-half day for mill and

the other half for maintenance, his name will be listed on

two pages in the payroll bible, with the number of hours worked
in each. case.

These labor expenses are totaled in their

respective pages and placed in the chart for computing the cost
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per thousand.

There are other types or forms that could be

used if a particular system is already in operation.
On the mill labor section, the wages are placed in two

columns, direct and indirect.

The former is responsible for

the sawing of the boards and the latter includes foreman, or

millright, watchman, maintenance labor, and any other type
of labor that might arise.

7.-Maintenance and Supplies Control.-That composes the amount
of various products used for operation in the different parts
of the plant. The amount used is recorded on Form #7. (see
chart #7.) The cost price is figured at the end of the month
and used in the other charts. That pa^t 0f labor used in
maintenance is gathered from the payroll bible.

The form

#7 is placed in a convenient place in the supply house where
everything may be accounted for.

8.—Selling Expenses.--The general expenses that wouldn't be

classified as mill or handling costs a-e grouped together
such as the owner's salary, office expense, office labor, if
any traveling expenses of salesman or ovner. This information

would be obtainable in any bookkeeping system. The total is
divided by the amount of lumber sold which gives the cost of
selling per thousand. This data is used in chart #8.

9.-Final Cost Control Record .-Practice lly all the informa
tion needed can be obtained by the method and charts u,at

have been drawn and explained. The way of final assembling
may be done several ways, depending upon the person making
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the survey.

For an example, the daily load tickets may be

totaled on separate sheets each day in the office for future

use or they may be put in pigeon holes and totaled at the

end of the month. Either method would work in conjunction
with the inventory which is closely with the bookkeeping
system.

The final tabulation of the cost of manufacturing is
shown on this main form.

(See chart #8.) This should be

saved from one month to the next to compare any increases or

decreases in the costs ver thousand and where savings could
be made during the next month.

On the chart is a reference

shoving where each of the different costs were computed.
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Chapter V

CONCLUSION

It would be easier to comprehend the details of opera

tion, if a brief explanation follows.

In the operation of

this cost control system all of the cost items and other

information is assembled as easily and accurately as possible.
This is done through the use of the forms and charts that

have been explained and illustrated in the appendix.

This data

is gathered from day to day and separated at the end of the

month into the proper divisions.

These charts, showing the

cost per thousand, include the main items found in that par

ticular operation.

Some items, such as insurance compensation,

depreciation, safety, rent or taxes, are allocated to the
various accounts and placed in the miscellaneous section of
their respective chart.

All of the costs per thousand are then transferred to

the final recap of the month chart #8 and Presented to the
owner for his interest.

It must be remembered that such a report is not a

bookkeeping system, and will not show any sales, purchases,

profits or losses, but will merely show the cost in making

lumber usable to the public.

By this, may he guide his oper

ation to the fullest of economic ideals and the highest
derived value possible.

The system is so designed as to not add any large
expenses to the business nor to take up many hours of extra

labor.

The largest expense would be the printing of forms
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and charts and tie labor of the bookkeeper, which would
amount to a few minutes each day and several extra hours
at the end of the month.

The value of a cost control system is large if the
enterprise takes an active interest and cooperates in the

goodwill of such an undertaking.

From such actions, help

to build up the American lumber industry, making it a sound
and profitable organization in the business world.
In conclusion, may we say, "as the Forester protects

the trees, may the Lumberman protect the sawmill."
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Material in this section includes examples of the
following figures;

Porm #1-

Log Paul Reoord

#orm $2

Daily Load Tags

Chart #3

Lumber Handling Chart

Chart #4

Planing Kill Record

F°™ #5

Daily Planing Mill Record

Chart #6

Sawmill Record

Form #7

Maintenance and Supplies Control

Chart #8

Final Cost Control Record

Note.

The size of these forms may be changed to

meet the exact requ irements.

form

No.

HAUL

LOG

I

RECORD
Date

Workman

No.

Total

Scale

No.

Scale

Total

No.

Total

Form

DAILY

of

LOAD TA6
Date

Stock

and

No.

Total

No. 2

Scaler

Kind

Scale

Amount

Scale

Chart

No. 3

LUMBER HANDLING RECORD
Date
AMOUNT

ITEM

Labor

Carrier

Expense

Car Loading
Misc.

Expense

Tbta 1 Ha nd 1i ng

Amount

of

Cost

Cut

Co&t
of Handl/nq
Lumber <pe.r M

Chart

PLANINCi

No .4

MILL

RECORD

Dqte
ITEM

AMOUNT

Labor

Machine

Expense

Misc,

Tcrfcal

Planing

Amount
Planed

Cost

of

per M

Expense

Lumber

Form

DAILY

No. 5

PLANING-MILL RECORD

Name
Item/Stock

Date
of

Items
StocK.

of

Items of

Items of

Stock

StocK

Total

Total
Total

Tota 1

Chart

No. 6

SAWMILL

RECORD
Date

Name

Labor
Labor

5

di'rect

^ indirect

Supplies

Used

Maintenance

Operating

Expenses

Miscellaneous
Total

Mill

Cost

Cost

Cut

per t*1 of

SavWng

Form

No. 7

MAINTENENCE and

Date

Mill

Item

i

Tota 1

Cost

Yard

SUPPLIES

Planer

CONTROL

M isc.

Signature

Chart

FINAL COST

No, 8

CONTROLLED

Compiled

RECORD

kry

Date

Re ference

Item

Amount

Lumber
Over

Chart

Scaled

Chart

Sawed

Run

No. »

No.6

Percent

Under Run

Cost

of

Logs

per M

Sawing

per

Cost

of

Cost

of

Handling

Cost

of

Planing

Selling

M
M

per ri

and Administration
Cost

Total

per

B_y Contract

Cost

of

per

M\

Mfg. per M

Oiart

No. 6

Chart

No. 3

Chart

No. ^

Com puted

A mount

