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LUNMBER MERCHANDISING

Introduction

Nearly half of the United States, 822 million acres was
originally fqrested, and from the day the Pilgrims landed on
Plymouth Rock we have been cutting down trees and hewing or
sawing logs into lumber. At first these lumbering operations
were very crude and were undertaken to provide shelter and fuel,
the earliest of human needs. Our first forests were also a%
tacked as a barrier which had to be overcome before a new
civilization could be estabiished and lands cleared for the
planting of crops and pasturage. ThusAearly the lumber habit
was firmly established and we 'ave been a lumber-using people
every since. |

But it was ndt until about 1840 that lumber became es-
tablicied as an industry, conducted on a real coumercial basisg,
and attained the dignity of a large plaée in our business and

financial world. The story of lumber selling is quite brief
and has been told‘many times. The manufacturing had to come
first; and manufacturing, because it is a more definite and
concrete process in which the'costs may be very definitely
traced, was developed and analyzed in a more positive and sat-
igfactory manner than has the selling of the product. Not

only this, but the type of man attracted to the logging and
sawing of lumber was not the type that was by nature interested

in the scientific development of his selling; so the economics
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of distribution have waited for later times and a different
class of talent, and were until later tlues comparatively un-

developed.

Magnitude of the Industry

We are handling a basic and fundamental commodity. I. N.
Tate, Vice-President of Weyerhaeuser Sales Company, 1s quoted say-
ing, "it represents an investment of twelve billion dollam and

' and

employs approximately one hundred and seventy million men,'
that "among the nation's industries Lumber ranks first in numper
of employces and second in invested capital and in the value of
annual production.” There is required for building construction
in this coun'ry twenty-eight billion board feet of lumber annually
for furniiure and veneer products, airplenes, and farm implements
over one and a half billion board feet; for boxes and crates
four and a guarter billion board feet; for car congtruction
one aud a quarter billion board feet; and the ra lfoads require
three billion seven hundred and fifty million board feet for tles;
the reguirements of our pulp‘andiri?re indusirles are neerly twe
billion board feet. Our countr& produces over one-half of the
entire lumber cut in the world and for domestic purposes uses
95 per cent of its prodactibn. “he per capita use of wood
sixty years ago was two hundred and sixteen board feet, while
now it i1s three hundred and eighteen board feet.

The annual production of lumber in the United States is

now between thirty and thirty-five bil ion feet. A quarter

century ago it was 40 per cent greater. There are now about



o o

20,000 sawmills. -wenty years ago there were over 40 thousand.
About 1,000 mills, or 5 per cent in number, produce 22 billion
feet or over 60 per cent of the total production of lumbexr '
About 19,000 mills produce the remaining 40 per cent. The west-
ern states now produce nearly 50 per cent of the lumber supply
of the United S ates, and the proportion is increasing. A half
century ago they produced less tran 5 per cent. Three-quarters
a century agzo the northeastern states produced 60 per ¢ent ‘of
the lumber supply. They now produce less than 4 per cent. = The
southern states now supply over 40 pber cent. Such have been the
distinctive geographical shifts in the sources of lumber supply.

These facts are menticoned because Lhey Jjustify and emphasize
our need of g more dignified and consistent sales policy than
lumber has yet attained. We go into a store to buy sugar or
coffee and we find a very definite price assessed on thece com-
modities. We no longer question the price; we take what we want
or leave it; and ye-, even 1in this cay or more enlightened
merchandising, iumber is not entirely past the stzge or barter
and trade where each transaction is a battle of wits and where
price is too often based on the urgent'need of some mill to ralse
money io meet some past due obligation,

There are many reasons for this‘condition, and at only one
time in the lumber industry, during the inflation that frollowed
the close of the world war, was the price of lumberbmore than the
traffic should have borne. But that fact only emphasize& the need
for more orogressive and sound selling policies, where an annual

sales total of about thirty-five billion board feet of lumber is
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involved.
It is customary on manufactured artiéles of all kinds to

figure the.cost of the raw material, to add to this the cost of
the various manufacturing processes, 1o udd & aceiinite margin or
prosit, and the totul 18 set u® the soiilux wiice. 1hlp 1s NOT @
in lumber, whicn héa Deou ouiu jUou as Uhe Jarmer peiis his crop,
taking what he can get for it. .The lumber manufacturér therefore
has no real assurance that his operation for any glven time will
be ?rofitable or that a reasonable selling price may be maintained.
And it would seem that the Lumber manufurer should be oarticularly
sure of a prorit, because he must provide in advance his raw ma--
terial--the trees trom which the logs are cut--usually tor the
entire Life of the operation. We do not know any other industry
which requires in its initial outlay of caepital all its raw wa-
terial 1f its operation i1s to be assured, And once the raw ma-
terial 1g provided it must be protected throughout its Life against
Tfire and insects and the multiplicity of laws passed oy state and

national legislatures, which latter in itselt is no small task.

‘A Wide Open Industry

o understand properly the selling of lumber we must realize
»at the start that lumber is not a copyrighted or patented article;
that every one who owns a tree and a saw may become a lumber
manutacturer, and that his broduct is immedlately in competition
~with the world. It should bé Turther realized that there is litile
or no chance for even the largest or best mills to put into their

product any considerable degree of individuality or personality.
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The lumber in each district i1s sawn in general to the standard
gizes and graded according to the rules of _he association of the
distric. in which itiis produced. Aside from minor perfections
or imperfections in manufacture, lumber is always lumber.

The man who takes the lumber and ma es from that lumber a .
house or a desk or a boat, puts into his product a lot of individ-
uality, and that individuality, if artistic and satisfying, supplies
an added increment of value that ma; make his business very suc-
cessful. But in the bare manufacture of lumber the procecsges are
not carried far enough so that this element of individuality and
of resulting added value may be introduced. Tﬁe most a millman‘
can do is honestly Lo manufacture and grade his product. The
selling of competitive stocks is therefore reduced at once to one
of the three arguments of price or service or quality, or a com-

bination of the three.

Largely a Luxury

We shall better understand the merchandising of lumber if we
acauire an entirely new and rather startling idea of it. Because
lumber is such a basic and fundamental thing we naturally regard
it as one of the necessities of life, and tova degree 1t 1s necessity,
for we surely must have shelter, fuel, crating and innumberable
other things which come from lumber. We do not need quite all of
the lumber that is being produced except as we want larger and
better houses or stores or factories or otiher things made from

lumber. "There are enough bulldings standing today to take care of
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our population for a time in reasonable comfort, and in a period
of adversity we would use the older houses and Lhe'apart;euts
with less of modern equipment instead of paying the price to build
new and better ones. Therefore from a mercnandising standpoint 13
"1s fair to look upon lumber as a luxury, because its price is not
determined by he 60 or 80 or possibly 90 per cent that may be
used for necessity purposes. It is decided rather by that small
proportion, the last 10 per cent perhaps, which is to determine
whether the output of our mills can be shipped out eaéh year.
that pproportion is as definitely in the luxury class as our dia-.
mo:ids or theaters or radlios, and we shall better understand why
the lumber market is subject to such unreasonable fluctuation and
such 1arge reactions from small causes if we regard it as a luxury
and expect it to respond very sensiiively as our couatry or the
world‘may be passing through prosperous or adverse conditions.
We would emphasize this ac one of the real reasons for our temper-
mental lumber market. However, the primary factor in our unstable
lumber mar: ets are the result of under-capitalization of the in-
dustry and forced ligquidation,

We need no figures behind the sfatement always potentially,
and too often in realization, our industry is in a chronic state
of overproduction. Lumber is not alone in the doubtful en joyment
or this eondition: mut ithere asre viner reéasous LuP iuv viell uhe acitlal
r'oWding inco an inuus.ry, which nas in cimes past been profitable,
of ‘men and capital in the hope of wresting turther protits frrom it.
Jne of the principal causes of overproduction is that timber holding

in the in the main has been profitable--encouraging the purchase
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of stumpage. But gradually the cost of protecting timber (and
particularly the taxes on the timber) has increased to the point
where the timber can no longer be profitably held, but mud be
turned into money. The only way that it can be turned into money
usually 1s by the building ot more sawmills and the production

of more lumber, because that is the way that our forests are

naturally liquidated.

Forced Into Overproduction

And so 1t comes about that those men who are best posted
on the overproducti-n of our jadﬁery and know.the surplus .
capacity of the mills already in existence, must continue to
build large ﬁills and further overproduce our commodity in order
to realize on their investments.

Perhaps just one set of racts, because they are so start-
ling, will serve to illustrate the increase of modern taxes and
the ﬁece:.tsity under wihich some of these timber-_hom‘ing companies
are forced to build mills. One company in the northwest in 1912
bought a tract of 342,000 acres ot forest Lend and during the first
year the taxes assessed against it were $25,128., 1In 1930 the taxes
on the same property amounted to £583%,000. an increase during the
period of twenty-three years of 2,220 per cent. We nave the start-
ling and parad xiéal condition that the men whose interest in the
conservation of t;mber is largest and who are anxious, for the
perpetuation of their own industry as well as for the public'

good, 1o do what they can toward the conservation of what is
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generally called our last stand of timber, are forced by
stern necessity to build new ullls and develop larger sales or-
ganizations to make and to force on an adeguately supplied market

lumber that should be saved for future generations.

The Freight Burden

The unrest of the lumber industry caused by its constant
migration from one district to another as the remaining timer 1is
cut down is a fauziliar issue. This constant shifting of pro-
duction brings with each change new factors into the distribution
of lumber, because with e ch move the production of lumber is
farther away from the center of population and from the largest
consuming centers. Tie annual freight bill for the distribution
Qf lumber, which ultimately the consumer must pay, 1ls ‘enormous.
The average freight per thousand feet in 1905, to make the state-
ment more definite, was $3.25 per Lhousand bdard feet. BZy the
year 1932 this had increased to $18.12 per thousand board feet.
Now on many items of fairly good grades of wesl coast lumber tie
transportation charge paid to the railroads is more than the re-
mainder that the mill receives for the lumber. The annual rail-'
road bill of freight is approximately one hundred and seveuty
million dollars for transporting over 10 per cent of thke total
tonnage of the rallroads.

When oVer 60 per cent of the revenue shipuents frowm the north--

west eastward over the mountains consist of lumber, we wonder what



£

those roads will substitute if tite lumoer is permitted to be cut
out; andiw;en 65 per cent of the population of an entire state is
dependent upon the lumber, we wonder what occup&ation wilil be found
for those men and what support for their families, i1f lumber is not
made a permanent acset. And when as much as 85 per cent of certain
large districts in the west are unsulted for agricultural purposes,
we must surely advocate reforestation of those districts by our
government; because even if private capita were avallable in.
sufficient quantity, private investuents are eﬁt‘mled to more as-
surance of an adequate return than ean now be promised for this 1n-

vestment, and it cannot walt fifty years or more for that return.

Con@etitive Ebb and Flow

However, our particular interest today in the I'reightproblem
is the knowledge that the producing disirict which pays the suall-
est freight rate to its mariet can, because of the consequen£
higher mill re2iization, conrol thal merkeu suau uvakKé such pourivivn
vf whm=y, marrer'g inmber oraérs as 1t can nantie O acVanuage.
There 1s constant ravairy ror orgers rrom the various producing
distriet to eompete i1or bueiness, When a targe amount or lumber
1s being consumed the near-by mills will surrender this inter-
mediate territory because they can sell their product more proflt-
ably nearer howe, and therefore with a smaller frelght charge
against it. As consumption decrfeses they will reach bac: into
this intermediate territory, drive out the competition that is

handicapped by the longer freigiht rates, and re-establish their
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product in that territory, making it necessary for the retail

lumberman in such ®rritory often to carry duplicate stocks of

different soecies, and constantly to be shifting his source of
supply from one producing district to another.,

The tendency in esch producing district as its lndustry pros-
pers and it reaches tne point where it can profitably market its
output against those district that heve preceded lt--because they
were closer to zheir-margets 6r because their logging conditions
were more favorable, or the quality of their lumber permiited 1ts
being cut at an earlier time--1s tc get into stronger hands and
more definitely establishi itself. Thie makes for more intelligent
selling, because the stronger milts do not have to reatize each
week on thelr . product to meet their payroiis enc oinher exnenses,
and they can carry & mofe aceguate stock and thus ship lumber tha

is properly dried and prepared for immediate use.

When the Small liill Comes In

But there is an interesting sequel to this story. As each
district cuts out its supply of timber and the large mills are
dismantled, there still remain small tracts of timber, usually
seccnd- growth stands, which could not be profitably marketed at
the time the large mills were ready for them, and there follows
a period when again small mills appear and the small.pperator hag
another inning, and lumber merchandising from the district takes
a step backward, because the small operator of necessity cannot

maintein as efficient a selling organizetion.
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'he distribution of lumber is compliczted and the problem
is made very much hafdef by a number of self- evident facts with
which we are familiar but that it may be well to mention, so that
it may be well to:-have them in mind in considering our seling
problems.

It has often been said that if lumber could be produced
like iron or steel in a foundry so that each plece would come
out of the process exactly like every other piece, or even so that
each piece of finish might come out like every other piece of
finish, and so that every every piece of dimension or shiplap or
sheathing would be like every other piece, this would be an ideal
condition, because: we would then have a very definite basis of
values; the stocks would a2l. be absolutely interchangeablg;we could
produce exactly the sizes and lengths and grades neceded and the
whole process would be very much simplified. That would be an
ideal condition, but we shall hardly live to see it realized,

Sometimes the sellers of lumber envy the simplified procesees
trati are nossible in seliing a cormodlty that has not the infinite
variety of sizes and cquality and of structure that our lumber has.
Take cement, for instance. In theory, at least, there is just
one grade of Portland cement, there is just one price to assess

and to watch.

Variety of Product

How very different is our problem with over 600 species,
with variations even in the same specleg, depending on climatic

conditions and soil conditions and the size of the stand in which
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the tree grows, and even depending on whether it grows on a

north slope or a south slope; depending sometimes on whether the
board is cut from the sheltered or exposed side of the tree.

Take yellow pine as an example--we know how different the southern
yellow pine is from that groﬁing farther west. We know what a
difference there is between the shortleaf of Arkansas and the
longleaf of Texas, to say nothing of loblolly and oldfield yellow
pine. Follow the same species into Arizona and we still héve yellow
pine but a different wood. kloving on to California and western
Oregon, under the climatic and soil conditions of the west coast
it is sold under different names--California white pine, Pondosa
pine, etec., although it is still yellow pine. Farthner north in
Oregon and in Idaho and in liontana we get for each state and al-
most for eazch locality as many variations of the same yellow pine
species as we have variations in the mames by which it has been
called. Fortunately, in the northwest 1t is now marketed very
largely under the trade name of Pondosa pine. Ultimately this'
valuable snecies will have a definite name and place in the market
without confusion with genuine white pine. But the point that we
are bringing out is that it is such a different wood, because of
the varying conditions under which it grovis, that it does not

even carry the same trade name now.

No matter how closely the stock is graded or what thespecies,
we shall never find two boards alike, because Nature abhors exact
duplications, and it 1s easy to see how complicated this one fact
makes the selling of lumber. And because these variations are

produced from entirely natural causes 1t is impossible to harmonize
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entirely the different districts or to standardize the products
beyond a certain definite limit. We are making large strides in
staudandiza£ion--the names and the grades are being harmonized as
nearly as these natural conditions will permit. Fortunately,

a large part of the program is being worked out within the industry
itself, and this is made possible only because there are in the
industry men of broad vision who are :ble to look beyond their
smaller interests fwf the advancement of the general cause., If

any industry needs a simplification of grades and sizes and a

more absolute basis of standards--that industry is lumber. And
while this must result in a saving in the cost ot manufacture and
a better understanding bétween manufacturer and bullder, the large
result, we believe, is and must be tie possibility that it aftords
for simpler and more scientitic distribution and more intelligent
ise of lﬁmber that must follow the simpler processes. This is very

practical conservation.

0ld Buying Seasons Brealiing Down

One of the recent changes that has at the same time
solved o0ld diffriculties and brought new problems, 1s the breaking
down of tie old buying cycles. The greater part of the lumber
production is sold through retail yards take their annual ine
ventory at the end of the building season, and gbout the rirst
of Dece:ber or possibly after the first or January they tormerly
placed very considerable stock orders covering thelir reguire-
ments for at least the first half of the next year. They would

then be out of the market, except for emergency requirements,
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until late in the spring, and sales org:cnizations were largely
marking time while the mills were shipping out these stocking-
up orders. During the latter part of the spring buying would a-
gain be resumed, only to drop off &gain in the early summer,

on the theory that the farmer was busy with his crops and there
could be no building during the hot weather. In September there
would be a flurry of buying to take care of the fall repair
work &nd the new hoﬁses that would be enclosed ahead of the

cold weather. There were developed very definite buying cycles
which the mills could countr on, but while pr vented a steady
flow of orders and to a lesser degree a steady flow of shipuments
tfrom the mills; but at least both seller and buyer knew rather
definitely when to expect active oeriods, and the only question
was what the totai volume of buying would be.

Largely during the past five years these cycles have been
breaking down. The after-inventory orders are no longer expected:
to run the mills through the spring; there 1s less cessation of '
building during the cold weather or during the hot weather; the
dealer is in closer touch with rarket conditions and he buys
when he thinks it is %o his advantage to buy,'and particularly
he does not try to anticipate them, because he knows he can &at
any time go out after he has sold a bill of lumber and get
quick shipmnet and cuicker deliveries from the railroads than
has ever before been nossible. The result is that the mills are
carrying the stocls which formerly the retailer carried. The
mg jority of the orders going to the mills in tneée days contain

lumber wanted quickly for some particular sale rather than
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being filled entirely with stock items, which may be for-
warded at the convenience of the shipéer and are then held by
the retailer against the day when they shall be sold at retail.
This arrangement has the effect of inqreasing the invest-
ment of the mill and correspondingly decreasing the investient
of the retailer. It kéeps the shipping depart ents at the wmills
on their toes beca se of the quicker service t at is necessary,
and it keeps the sales manager and salesmen always alert because
they do not know when buying will be active and they must be
ever ready to take it when and as 1i comes. So it is probable
that the new order is a step ahead in the intelligent merghandis-

ing of lumber, and makes for more scientific distribution.

Human Nature's Recurrent Surges

Buying is always delayed on a declining market. Experience
seems to prove that the avefage buyer will more cheerfully pay
a little larger price on a rising market, than buy more cheaply
on a stationary or declining market. We all depend somewha on
the Jjudgment of our neighbors. When we find they are buying we
are tempted to rush in with our orders, and as the word is passed
along from dealer to dealer the volume of orcers going to the
mills will increase very rapidly. If the buying period continues
mill stocks become depleted and prices may advance beyond the
level that is justitfied by actual conditions. When tne yards are
stocked and buying is not so active the market must again find its

proper level, As it declines the buyers will refuse to place
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their orders waiting for still lower levels; and ultimately be-
fore the decline is checied and steadied, the price is again be-
low the level on which i1t should stand, and we thus have an end-
less cycle which is very harmful in 1ts results but which is
inevitable and which must continue as long as human nature is
what it is, and as long as there is no‘way of determining the
actual value of our product.

In ne;rly every cycle there are one or more periods when
buying is delayed and when the market i1s depressed below its
proper level; and just as surely as we have these periods of de-
pression there are produced by similar causes correspondlig
periode of actlive buying and somewhat inflated values. Opersting

cogts do not justify these erratic changes.

Transportation Efficiency

We have sald that the railroads have never been as efficient
aé todéy, and most of (he lumber still moves by raii. It has
been estima ed that because the average time of delivery has been
reduced thirty days there has been thereby released almost four
billion board feet of lumber which was previously in transit
during that period of time. The market influence of this con-
dition is very large.

In ddition to the release of gixty million dollars of real
money previously invested in this lumber while it was in transit
and, therefore earning no returns, the dealer or the lumber-using
manufacturer who formerly placed large orders and had this lumber in

ransit had to anticipate his requirements so far that he could not

quickly take advantage of changes in the market. If the prices
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declined he still had these shipments in transit which he was
obligated to accept at the old price. If the price advanced he
hed no interecst in the advance until nhe had used up the lumber
in transit and again came into the market.

It is easy to see, with the guicker delivefies that are
now possible, how much more respbnéive both buyer and seller may
be to mariet changes; how much more definitely available mill
stocks may be gauged; and how much closer tracl the retaller may
keen of his replacement costis. All of these things ma: e for
better and more scientific distribution, and the rallroad ofticials
and their employees are to be comimended for the better transporta-
tion conditions and for their efficiency not only in releasing
such a large proportion of their'equipment but, what 1is more im-
portant, in releasing the contents of that equipment, frozen

caplital during the time that it was in transit.

Transgit Shipments

This brings us to a brief review of what has been often
termed the transit evil. It was formerly the custom, even Ior
very responsible mil's, to put stock assortuents of lumber in
transit and move them toward the central markets without having
that lumber definitely sold. There was some advantage in this.
It enabled them to take the papers to their bauks and secure ad-
vances on them, thus realizing immediate money to apply against
their payrolls and other ex-enses. The advantage to the retaller

and to the user of lumber was that this stock was closer to the
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market and could be delivered in less time than if it waited for
mill loading and shipment ror uvhe entire distance. Tne principal
market effect of the transit shipment was that the closer these
cars got to the points of réconsignment, the more anxious the
ownef became to dispose of them without having to unload and
store them, or to pay demurrage charges on the cars if they were
not sold proumptly. These cars then, in the parlance of the
trade, became “"distress" shipments which had to be sacrificed

at any price that happened to-be prbcurable, and if that partic-
ular market was overstocked some very cheap prices resulted,
bringing a serious loss to the manufacturer; forcing on the bugr
an assortment which probably did not adequately cover his re-
quirements, and establishing a new low level of values which the
buyer naturally did not hesitate to report to the next salesman,
because it was the price hevhad Just paid. There were advantages
in this system, but they were ar outweighed by the disadvant-
ages; and the system has largely been discontinued because of

the fast deliverics the railroads are now making; because the
ﬁills do not now find it necessary to realize so guickily on- their
shipments, but can wait until the lumber is actually sold; be-
cause of the very unfortunate experiences when the lumber had

_to be sacrificed; and because of the cancellation of stop=-over
privileges and the addition of charges for reconsignment and iﬁ-
creases in the demurrage schedules. With present fast railroad
deliveries the shipper no longer had time to negotiate a sale

before delivery or the cer,
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It is inieresting that while this prnase of raii shipment
seems8 to be gradually nassing, the same cycle 1s being repeated
in water shipments, particularly to the Atlantic coast. Unsold
stock l1tems of lumber are loaded on boats and taken through the
Panama Canal to the eastern markets in the belief that they can
be disposed of at a profit on arrival at tie Atlantic ports.
Because of tie length of time consumed by the voyage it is not
possible to know at the time of shipment what market conditions
will be when the Boats arrive at théir destination, and while
many of these m'xed cargoes have been sold to advantage and re-
present a real serfice to the retailer in supplying lumber for
his immediate needs, many of them have @lso become "distress"

shipments and have been sacrificed at a severe loss.

Terminal Tarehousing

An another interesiuling Tac Or ueserVes our a8ttelviun pe-
cause it also renders a real gervice 1in gevting lumber quickly to
the dealer and so to the consumer. That i1s the buillding up at
strategic points, suc. as bMinnesota Traunsfer and Chicago and
later in eastern ports like Baltimore, Philadelphia, Poughkeepsie,
Providence and Portsmouth, of distributing deports at which lumber
from the various districts 1s assembled close to the consuming
trade, so that any assortuient needed may be shipped out on snort
.nozice, and sometimes in badly mixed cars. This includes lumber
from the south, the west and the north, putting many species
in‘o the same shipment and rushing to ,estinatidn more quickly

than would be possible for direct mill shipment.
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The orders handled by these distributing warehouses are
Largei; emergency stock needed tor some particular sale, but many
retallers take advantage of these near-by sources of supply,
and by paying-a little extira charge, when necessary, more than
ofrset their additional cost by greatly reducing the stocks of
lumber t:iat it 1s necessary tor them to carry regularly, and de-
pending on thecse quick deliveries for replenishment.

These distributing yards have been in centers like Chicago
for a great many years, and are a permanent agency in the dis-
tribution of lumber that should be recognized as a definite

asset in promoting scientific distribution.

Mail-Order Selling Is Unnatural

Another interecting development that we may Jjust mention
in chronicling the trends of lumber selling l1s the entrance into
the lumber industry during the first few years of the century
of the mail- order houses. Perhaps the largest reason why this
movement did not attain more permanent success 1s that lumber is
not bought rcgularly and in smell guantities by the geuefai
public like clothing and food or similar items. The average
family will build a house only once in a lifetime, and to continue
to circularize the public in an attempt to sell lumber to
customers who may be in the market only once, 1s evidently a
much more difficult problem than it would to sell this same pub-
lic the items of clothing or house furnishings which they are
buying perhaps every month of tle year. Lumber does not readily

lend iteelf to this kind of distributlion.
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The Three Viewpoints

Lumber distribution is usuglly from the manufacturer, through
the wh lesaler and the retail dealer. Thelr interests of necessity
are sometimes divergent and we may with profit consider for a
moment the viewpoint of each.

The manufacturer's iiterest is in getting a margin of pro-
£it over the cost of production, and to that end a stable merket
a1d an even demand are always desired by the mill., The average
return is probably be ter on a steady mariet and he can load his
lumber out more cheaply and finance his operation more easily if
he may ship during each month of the year the steady volume that
wiil more na*uragly come o him o»n & stable market.

The mamufacturer who is not large enough to maintain his
own selling organization direct to the retailer must of necessityy
depend on the wholesaler or broker, and the wholesaler thus per-
forms a necessary and very valuable servicc, and the larger part
of the lumber production of the country is distributed through
him. In the main the wholesaler has performed his service well,
in disseminating stock and price information and bringing to the
retailer a definite knowledge of how his orders may be placed to
best advantage. But there is a class of broker having no ilnvest—
ment in lumber and not realizing his interest in the ultimate
return to the mill, who has been very much under discussion by
the industry, and whose interest is not the sane as that of the
manufacturer or yard wholesaler. He naturally wants to buy as
cheaply as he possibly cen without regard to what the manufacturers'

costs may be. His interest is in his own profit. He prefers
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an erratic or fluctuating market because on its constant changes
he has the opportunity to work on a larger margin, since the
buyer cannot be as well posted as he would be on a steady market.
Thie class of man, because he is constantly depressing the mar-
ket, has become very unpopular with the more resonsible man-
ufacturer and yard dealer. His influence is out of proportion

to the amount of business he does through his custom of broad-
casting, in circular letters and telegrams, the kind of infor-
mation that best serves his purpose, thus giving false lmoression
not only of the prices but of the volume of business that he may
transact. Fortunately this descripbion applies to but a small
percentage of irresponsible wholesalers.

The retailer, as the finzl Step in distribution, I believe
favors a steady markef, because on such a mar:iet he can better
distribute his buying and can handle his arriving cars at a
minimum expense. It also enables him to know his replacement
costs and at the end of the year he can get from his linveuatory
his actual operating profit rather than fictitlous profit or é
loss which he is not sure is real. He cain place his orders with
some more assurance; he needs to study the market less; and he is
not tempted to gamble as much in his buying because there is not
the oprortunity to do so that would be afforded by a rapldly

changing market.

" Too Many Retalilers

While the retail dealer is being discussed it 1s interesting
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to note that fifteen or twenty years ago the prediction was made
that the comntry was pretty well built up, that there were more
yards than were actually needed for the most economical distri-
bution of lumber. It wa predicted that of necessity the number
of yards would be very much decreased within the next few years;
that those remaining would be located only at strateglc points
where they could asseumble larger stocks, and &s the roads im-
proved and the automobile trucks became more efficient deliveries
would be made over wider areas and the srall yards eliminated.
Distribution is being made over a wider area; many small yards
have been eliminated, but the total has continued to lncrease

and in the main the small town that formerly had two yards, but
that could have been zdeguately served by one, still has its two
yards, and sometimes three. The coﬁdition of having too many
fetail distributors is not peculiar to the lumber business; we
would have cheéper groceries and shoes if we did not have so

many retailers to support; but thelr number can only be regulated
by sovernment control, and we are not readylf;r that. We shall
continue to hove a new yard started in a college town because some
lumberman wants to live in thet town to educate his Tamily, whether
the yérd is needed or not. We shall have new yards in other towns
because thellumberman‘s witre wants to get back to her mother who
is growing old and needs her. The number of yards is determined
too largely by csuch reasons and too little on any economic sur-
vey of the amount of business that can be done or of the needs

of the community.
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In the early days of lumber distribution each mill served
a feirly definite clientele of retallers, usually located not fa
away and with whom very definite personél contact could be main-
tained. Once established these relationships were apt to con-
tinue, if for no other reason than because each mill had largely
its own idea of grades. The retailer knew after he had learned
the grades of one mill just what he was golng to receive for his
money, and he did not know what another mill would ship him

when he ordered the corresponding grades elsewhere.

But Times Have Changed

But times have changed, and the mills are no longer lo-
cated close to the consuming merkets; the grades and the sizes
have become constantly more uniform; the retailer 1s better posted
through price circulars and association informatlion and trade
papers; he 1is a 'more freguent traveler to the producing centers,
having thus a wider acquaintance and a better knowledge of what
he wants and where to get it. There is therefore keener com-
petition for his orders. Lumber credits have been more definitey
established also, and once the retailer's standing 1s established
with the commercial agencies he may go anywhere he likes with his
orders, in the knowledge that he can get the same credit accommoda-
tions from strangers as from friends.

As a rule therefore the mills no longer have regulcr custbomers
in the old sense; but the wise retailer still sticks to the re-

sponsible mills and concentrates his buying sufficiently so that
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his account is worth while. There is still sentiment 1n business.
The mil.s know the old customers and the oest'customers, and when
needed the steédy customers will get credlit extensions from the
responsible mills and in the places where they are known that
they would not get if they distributed their buylng ﬁore widely
and changed their source of suponly every time there was é price

inducerient to do so.

Two Types of Orders

There are two very definite ways in which lumber 1ls bought.
The usual order is for a single carload of lumber, placed for
reasonably prompt shipment because the stock is needed at that
definite time, and no more lumber is bought until there is again
a definite need for the replacement of lumber that has gone into
consumption. This is the most satisfactory type of order for the
vendor and for the buyer; prices are definitely. agreed on the
current market; the mill knows exactly that it has the lumber in
stock at the time; the terms are regular and there are no further
questions to be adjusted,

There is also the contract for future delivery, which 1is
not so nrevalent and not so aatisfactory. It may consist of a
single car, but usually it covers a large amount of lumber and
there is always a question as to whether such orders are justified.
Certainly the industrial plant which uses lumber in 1ts manu-
facturing process or for crating purposes; that knows very de-
Tinitely what its requiré;ents will be over a period of three

months or perhaps six months; that may have very limited piling
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space for lumber, is justified in making cuarterly or possicly
¢ven semi-annual contracts for the purchase of that lumber.

It is customary, although the custom is declining as buy-
ing 1s better distributed through the year, for line yard opera-
tors to place large orcers following inventory, the specifications
to follow as they are received from the yards, and shipment is
ade over a fairly definite period of time. The principal dis-
advantage of this kind of a sale is that the amount of lumber
bought may not be entirely definite, and certainly the exact
items are not definite, so that the mill is obligating itself to.
funnish a very indefinite schedule which it ma;/ or may not have
in stock as the shippling instr.ictions develop. The mill is tying
up always the maximum amount specified of each item and it may
have. the privilege of shipping only the'minimum amount.

Of ten long-time contracts are made on a price basis that
is subject to adjustment each month or at an interval through
the life of the contract. Such an order is not really a sale at
all unless the successive price adjustments are mutually satis-
factory and these c;ntr;cfs have not worked out very well. If
we were sure of a steady mariet, orders for future delivery would
be very desirabie, because the mill would then know just what to
count on and could adapt its sawing'prograx to "the needs of the
contract. Unfortunately, there is in lumber no such thing as
a definitely assured market price, even a day ahead, and the mar-
ket 1s pretty sure either to decline or to advance. If it de-

clines the purchaser is offered better prices and there is dlways
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the temptation to take only the minimum amount necessary or to
find seemingly good and sufficient reasons why the shipment can-
not be ordered out, Usually it is cheaper and more politic for
the mill tocancel the unshipped portion of the order and retain
the good will of the customer against the day when he shall
again be buying lumber, than it is to go to court and compel
the completion of the contract. Or if the market advances the
manufacturer could have sold his lumber for more money and he
is dissatisfied with the contract, and he may be just as willing
to find a reason why the tumne: should not be eshapved. These
blanket orders, theref re, are n:t generally satisfactory, and
excent in the case which we have mentioned of the industry that
needs to provide its requirements in advance, and that can plle
only a limited quantity of lumber, they are not justified. The
sanctity of contracts between buyer and seller should be absolute.
The best sale is always one that calls for stock that 1s
needed for actual consumption or "stocking up," that is definite
in amount and grade and price and can be shipped with reasonable
expedition., The industry, individually and collectively, should

keep these very pertinent facts and this experience in mind in

selling its lumber.
The Sanctity of a Contract

We have mentioned the sanctity of a contract in a manner
that perhaps requires some explanation. The plioneer lumberman

was of a type whose word was a good as his sLond, and he prided
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himself on needing no written cantraci to make his word good.
Perhaps from this very tact there still persists an informality
in lumber selling that speaks well for the integrity and honesty
of the lumber fraternity. In most commodities the signature on
the dotted line is a reality and a necessity before the order is
accepted. In lumber, the salesman usually writes up theorder on
his blanks, gives a copy to the customer as a memorandum of the
items and prices, and that is accepted by the mill and the lumber
shipped without further formality and it has never seemed necessary
nat the contract snourd be more formar. We do not rezcmber a
case 1n which cuch an order has been repudiated when the ship-
ment called for a single car or for an amount of lumbe that may
be shipped with reasonable promptness. But we wonder sometimes
on the old-time integrity when we hear of cases where a mill
r'inds reasons on an advancing market for not completing a con-
tract, or when a buyer or a declining market uses business conditt-
ions or a change in his plans for failing to order out the bal-
ance of the Lumber for whic . he has contrected, or scumetimes
complacently cancels for no expressed reason.

In such a case the shipper has the choice of accepting the
cancellation and hoping by doing so Lo.retain the good-will of the
ibuyer, and to recoup his losses in a I'uture sale or of endeavor-
ing lo recover his loss in the slow moving courts. But the courts
nave been resorved uv0 S0 selaom vhe conceliations have Decu al-

veDted 80 often vha. wnere 1s & venaenCy ON uiic pal'lv 01 ohiv DUYEY



-29-

to cancel a2t will, and on the part of the mill to accept can-
cellation, which is surely an unwholesome coudition and one that

does not reflect credit on our system.

Bunyan's Blue Ox

Much hes been said about Paul Bunyan's Blue Ox and the
Lumber Trust. Neither exist. For purely physical reasons there
is no danger or possibility of luuwber price control. In the

Tirst place there 1s no centrei excrange tO &Ct a8 a clearing

D

housge ror lumber where values may be esta*itgg d. Wheat, to take
one outstanding example, has always a very definite market value,
established through its central exchanges, or trading floors,

But not only has lumber no central exchanges, or trading floors,
but no accurate comparison im possible between the lumber pro-
duced in any two districts, or even among the mills in the same
district. There are so many thoﬁsands of mills operating in the
United States (probably in every state except one, Nevada), saw-
ing so many species to so many different sizes and patterns and
in so many dl!ferent grades, thet although we work for uniformity
there are c£till such variations in values that 1t does not seem
possible that any definite control can ever be exerted over the
price of lumber, even 1r there were no iegal berriers IO 1DTEr-
fere with such an undertaking. But there is no possibility of
price control; there still remains for each manufecturer and eadh
wholesaler and each retailer of lumber the responsibility of
getting our commodity to the ultimate consumer not only in the

forms and gredes best =zdapted to his use, but at the lowest rea-
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sonable price. Lumber celling has not been so aggressive as the
selling of wood substitutes, and much ground has been lost to them.
The responsibility is only sgcsndary to pricing lumber so that

it will compete with these substitutes. Primarily our respon-
sibility is on a still broader basis. This country largely lives
in wooden houses; the lower our cost to the consumers the better
houses they may build and the higher our national standard of

living will be and the better the health and morals of our people.

Inspection and Claims

The record of progress toward sclentific selling would not
be complete without a brief reference to the modern haudlin; of
claime and to the proéress made in the djustment of shipments
which the customer considers below grade or not accurately tallled.
The establishment of disinterested bodies to which claims may be
talken for adjustment is certeinly a definite step ahead; the
harmonizing of the grades through the use ot each associa{ion of
check graders or supervisors who constantly travel from one mill
to another to see that grades are always uniform,_is'the largest
factor toward a better understanding between buyer and seller
of what the lumber should be in any shipment, and gradually re-
ddces the number of misunderstandings or actual errors.

The association inspection is now accepted by a large part
of the trade as being final and binding in case of argument. It

goes without saying that the more the grades can be harmonized

between the mills of the same districts, the easier it will Dbe
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to establish the interchange of the product ‘and the more sclentific
the selling may be. An even grade of lumber, exactly on grade,

is always more satisfactory than an uneven grade which may con-
tain considerable lumber belonging in a higher grade. The even
grade may not represent the value that the higher grade represents,
but it is what the customer has bought. It does not lLead to mis-
understanding and disappointments on following shipments which

may be correctly graded and which may still be unisatisfactory

to retailer and consumer alike, because the previous chipment has

established in their minds a talse idea of what the grade 1s.

Established Termsg of Sale

9

The industry has now preftty definitely adopted uniform terms
of sale. Giving additional time in which an invoice may be pald
is just anot er way of reducing the price. Terms of sale which
permit payment to be delayed for long, male a manufacturer not a
merchant but a banker, beéause he is at once entering the field
of financing his-+customers. here are plenty of institutions or-
ganized for that purpdce, and any one who is entitled to accommo-
dations of this nature can get them through the reg lar channels
hence it is a step ahead in lumber merchandising when the in-
dustry agrees to a basls of reasonably prompt and uniform paymeﬁts.

The present terms recognize the right or the purchnaser to
unload and sce his lumber before he buys it, and he is entitled
to this. Terms must be somewhat arbitary, and the main thing is

to get the Lumber to the buyer, have him see and check up the load



-33.

and then pay for it with reasc-nable pfomptness. This is ac-
complished by the present terms, which are fair alike to seller

and buyer.

Other Signs of the Times

In addition to all of the notes of progress that have been
sounded in this very hurried review or lumber celling, there are
certain other encouraging signs of the times without the w ntion
of which #ould be incomplete; and they are perhaps the
most progressive and the most encouraging things that we may say
regarding the industry which we are so anxious to establish on ét
least as high a basis as any other.

liodern se.ling service, as we have sald, i1s harumonizing the
grades and processes and providing machinery for adjusting claims
and insurin: satisfactory shipments; it is carrying stocks closer
to the consumer and it is doing meny things that it should do
with the improved facilities that are available and that come in
the nature of an evolution in any indusfr’y. It is also under-
taking certain new things.

It has begun in a comprehensive way through the associations
and through the larger individual companies the natlonal ad-
vertising of lumber. We do not believe that there is any longer
any serious mystery about lumb ' r in the mind of the layman; we
do not believe that there is in his mind any longer a mysterlous
Lumber Trust, an octopus whose interest is to make 1t harder for
the average man to own his home, and io get a larger return for

itself on one of the necessitles of life. It is surprising that



-33-

only through this recent publicity is the nation, which through
all its life has used more lumbcr than any other, really becoming
lumber-conscious.

A more recent development is a cooperative market organized
by the manufacturers. This mariet eliminates the wholesaler by
merfeting their product directly to the retailers.

There are ocollateral agénc}es of great importance to industry
known as trade assocliations. Their functions are educational.
The sub jects dealt with sre terms of sale, credits, accounting,
cost systems, arbitration, trade statistics, efficiency in man-
agerent, advertising methods, traunsportaion collectlion of Ireight
claims, grading, and kindred sub jectis.

The trade newspapers and trade magazines furnish an excellent
medium for t: e dissemination of information. The government also
aids through the function of the Lumber Division in the Dept. of
Commerce which assembles and diséem‘nates to the menufacturers
and shippers complete and up-to-date information as to the uses
and needs of our product in foreign countries. The principal
advertising is carried on by featuring the flnished product in
such magazines as "Haouse and Garden", "Ssturday Evening Post",
"Pime", "Sunset", etc. Potential home-builders are also reached
through Home Owners' Catalogs, and architects and contractors
through Sweet's Architectural Catalog Flles.

National Lumber Manufaéturers Association is meking avail-
able for public use sound-on-film motion picpures of the logging,

manufacturing, etc., of the raw product in different regions of
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the United States. Thcusands of people are acquainted in this
way with the different forest regions.

The assoclation also maintains a research laboratory with
a staff of technically trained men to assist their member mills
in providing a product of high guality and to help solve some
of the manufacturing problems. confronting the industry.

The national association cooperaies with 21 sub-associations
intheir program dealing with the problems involving specific

gpecies.

Right Wood in the Right Place

Another work undertaken by the industry in comparatively .
recent tives, is the promotion campaign undertaken to find new
uses for lumber, and to find those uses which lumber will serve
better than any of the lumber substitutes. There is material for
an interesting story in this one subject. Aa on an even higher
~plane is the campaign which reflects the new spirit of lumcer,
that undertakes to put always "the right wood in the right place'.
Very much of the discredit that has fallen on lumber from time o
time is because a species or grade of lumber has been used for a
purpose for which it was inevitable thet it must fail. Certaln
species have the strength for studding or sheathing and will
give permanent and satisfactory service in those uses, that will 3
stand alternate exposure to sun and rain. They should never be gﬁsjﬂzz
used and do not endure, the entire use of the wood is discredited.

Very often the discrimination that should be made 1s from a



-35-

price standpoint. A more expensive wood is frequently used

where a cheaper substitute might serve 1f soue one of a definite
knowledge were near to suggest the substitute. The "right

wood in the right place" is a slogan that the retailer particularly
should keep ever before him.

Another interesting development of -modern lumber merchan-
dising 1s the building of & crating service for the large industirial
users of lumber, in which prating engineers are welcomed into
the factories and may work out with the shipping depart ents
petter and stronger a d lighter crates. This couniry uses
2,700 million board feet of lumber each year for crating. Thils
figure indicstes the saving that is possible in proper crating,
and the shipping losses that are inevitable from improper crating
of the world's manufactured articles.

An interesting feature of this cevelopment is tre ract that
the new crates almost invariably require less lumber than the
old ones. The lumver industry in advocating this service actually
reduces the reetage of lumber that is sold for the purpose, but
works along the higher lines of greater efficiency for its prod-
uet and cheaper shipping weights for tlhe manufacturer, which in
turn will mcan a lower price for the consumer. The saving in the
board feet of lumber in the cases of some manufacturers has run
as high as 50 per cent, and yet this is a service that should have
the support of every lumberman, because it spells conservation
and efficiency and a higher respect for our product.

luch work has been done along the lines of education in
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construction methods. Cheaper plans for better houses are avail-
able as the eguipment of almost every line retailer. Not only

are the pnlans cheaper‘but they are more intelligent plans which
will bulld more beautiful homes and more efficient barns. This
service also makes for efficiency and conservation, and the dis-
gsemination of better buillding knowledge and the erection of more
gightly and lasting wooden buildings is a necessary éért of modern
lumber selling. Very large advances have been made in the pro-
motion of the so-called mill construction buildings. Where the
span i1s not too great, factories of full wooden construction are
much cheaper thén those of iron and concrete, and because of their
slow burning qualities and great strength, are coming rapidly

into favor. Tne surnrisins thing to one not acquainted with such
buildings 1s the spnacious and roomy character of this kind of
construction and the speed with which it may be erected. 1t is
also surprising to know that the insurance rate of the wooden
building, when protected with a sprinkler system, may be much
lower than on the building of corresponding size and location con=-

structed of steel and cement.,

The Branding of Lumber

And just one other trend of the times we would mention as
showing the forward looking attitudé of our industry; and this
is the recent undertaking to trademark and even to speciesmark
and to grademark lumber. Because it 1s a commodity that is cap-
able of much manipulation and because the public has not in the
past known lumber grades or values, it has beenextremely nﬁrc

Tor the menurecturer to insure in any way service on nis com-
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modity through the consumer. Now, definitely assuming respons-
ibility for his lumber, putting on it his own trademark, he
establishes a guaranty so that anyone interested may trace the
lumber back to its source; and particularly, when he under-
takes to guarantee the species and the grade of the product, he
is undeftaking.something that has been talked for years as a
visionary hope for the future. I think we are ali a little
startled to realize that almost ove:r night the vision 1is be-
coming a reality.

liodern machinery, coupled with ample finances and the ex-
perience of many years 1p building sawmills and planing mills,
has advanced the actual sawing of lumber until those processes
are pretty nearly perfect. We can look for few further and no
very startling advances in the asctual meking of the lumber.
The development of the future lies rather along the lines of more
intelligent merchandising; and a higher type of man is being
attracted to the lumber selling game for this reason. It is
easy to understand that our selling program is on a higher
plane than it has been in the past, and it is easy to those of
us who are selling lumber to see that we heve made a stimulating
beginning toward the sclentific distribution of our products.
But there still lie ahead of us possibilities almost untouched
in the development of "The Right Wood in the Right Place;" in
the further utilization of short lengths and low grades, and in
the bullding of sales forces that will insure that every user of
lumber shall have available in his imiediate territory the kind

of wood that he should use, delivered to him at a price that
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will enable him to use it. When that time comes we shall
be rendering e real service, not only to our commodity but to
the users of lumber as well, and we should not be content with

anything short of the realization of that ideal.
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