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Introduction

The belief passed dowvn from generation to gen-
eration that our forests arec unexhaustible is at last
recognized as a fallocy. Just when this thought had

its inception we 40 not know, but certainly it must

have been very early. Probably Caboti's seamen used
.the word, inexhaustible, and like as not, emphasized

it vith quaintAShakesperi;n profanitys

| With the idea favorably launched in the world,
for long years courts appeared to eonfirm-itg and nothw
ing called it in question; . Men pushed back from tho
seaboard and found everyvhere~-forests. TForests that
svept on in an unbroken wave over the crests of the
Appalachians and beyond; that flared out to the north
in seem.ungly infinite stands of pine in the lake coun=
try, and to the south in a conifercus exhibition of even
greater impressiveness,

| The forest news was cumulative, Men were consge
téntly learning that great as they had thought the for-
esty, it wasy in fact, even.éreaterw True, there werc
the great plains in the interior, with their ﬁnnumbared
buffalo and the barbarous Sioux; but the word came back
from the vandering hunters that the forests began again
beyond them, In the late 1700's, venturesome Yankec

skippers had penetrated lonely seas to barter useless
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articles for furs in Nbotka>sound;land thence across
the Pacific to convert them into silks and teas at
Canton. They returned to Boston and Salem with more
than holds full of princely profits, for they told of
northwestern forest\thét dvarfed both in tree bulk and
forest density anything of a2 like nature along the At
lantic.

For many generations the American was not merely
told the forest was inexhaustible, but he was given,
according to the standards of the time, unimpeachable
proofs that it was so. It was very natural that by the
tice the nineteenth century had got well under way; the
- 1dea of forest inexhoustibility was not lonmger mereiy
& belief with the average American; it wos an enthuse
lastic convictiony 1t was almogt & tenent of his religion,
As the century passed, the idea wvas continually empha-
‘slzed; the printed word passed it along; the spell-bind-
er peddled 1t§ the Fourth-of-July oration were not com=-
plete without flowery bouquets concerning "our inexhaust-
ible ree«sources”™ and "our boundless forests,” a theme
“lending itself readily to the lugging-in of & collat=-
eral popular proposition to the effect that America had
enough room and resources to spare not only for her own
people but for fhe so-called "down-trodden and onpress«

ed® of every land under the sun.




| (3)

The nineteenth century was much more than half
gone before the idea was seriously challenged. Even
in the -colonial days, there had been a few mutterings,
but these for the most part had been incoherent., The
heresy did not gain general attention until well into
the seventies, and then not in a poverful sense.

'With the close of the Civil Var, the emergies of
the lusty young nation, temporarily diverted to de=

v struction, were turned to construction. Material de-

velopment surged westward like & wave,-and coincident-
ally came a great rush of immigration. There wvas a
veritable epidemic of railroad building, and new towns
and cities by the score made the art of preparing maps
a feverish trade, All this required a great deal of
wood, It was found ready in the forest of Michigan and
Visconsin, lordly stands of the finest wvhite pine the
world has ever seen., The foundations of the future
greatness of the mighty Central Vest of to-day vere laid

in a very real sense in the forest of the lake states.

. That development wvas dependent upon good, cheap, and une

limited quantities of wood.

'But this raging rush of unprecedented development
meant more than wood; it meant the beginning of the take-
ing of & forest'toli that made all the immense to0lle
takinzs that had gone before look puny. Forests melted




avay like snow before the sun. The increased and €VEeTr=
increasing demand for wood stimulated the invention of
cver more efficient and increasingly large-scale mill
machineiy@ It likewice . made for ever greater extrava-
gonee in the harvesting of that gigantic forest crop
vhich had been growing ih America during the centuries,
waiting until the Anglo-Saxon should sall westward to
‘realize his destiny.

Some comprehended this new and greater utilization
and cried out a warning. The mutterings increased, but
still their sum was negligible. To the average American
the forests were still inexhaustible; even to the one
who was more than average, It ﬁaa not unti1 the forests
of the East, South, and Léke-States had been depleted
and the main resource was the Pacific Northwest that

the American people realized the inevitable outcone.

Growth of the Lumber Industry on the,?acific Coast.

Before undertaking to further analyze the economic
factors affecting lumber prices, a short resumd will be
made of the lumber industry on the Pacific Codst.

The development of the lumber industry on the Pac-
ific Coast, our last great coniferous timber reserve,
has already progressed far. The first sawmill in the
Yorthwest began operation_on Puget Sound in 1845, Within
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e decade lumbering became, and still is, the chief in-
dustry in this part of the country. The cut for a

good many years was used locally or shipped into Calie
fornia or.exported: Uol very much timber was cut une.
til after the completion of the Borthern Pacific Rail~
way in 1882; and thén for a number of years only in
special grades, Twelve-years later iower freight rates
were made on eastern lumber shipments and the pronounced
developmént of the west coast industry began.

Very little lumber. . was cut iﬁ California prior to
the beginning of gold mining in 1849, ILumbering in the
fedvoad beitvbegan about 1860 and grew steadily, In 1899
Taghington, Oregon, and California cut a little more than
2,900,000,000 board feet. Production increased slowly
until in 1918 the total was slightly in excess of 8,590,
000,000 and at the time of the last publication of the
United States Statistical Bulletin Fo. 21, 1928, the
three states were cutting 13,300,000,000 board feet, An
interesting point to note is that according to C. C. Crovw
in °Crows Digest® of January 31, 1929, Oregon and Wash-
ington m.lls are producing 9, 335,343,000 board feet; which
is nearly 900,000,000 board feet above the production of
the three states ten years agoe

The commercial forest area of the Pacific Coast

region by 1920 had been reduced from 77,120,000 acres
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to approximately 59,100,000, A large percentage,
about 39,683,000 acres, is in virgin stends, Not al;,
however, is accessible high grade timber, as there is
2 large percentage. of relatively inferior and inaccesse
"ible arecas. This is an important factor which is often
overlooked in the consideration of the western timber
supply. Second growth of saw-timber size covers about
5,292,000 acres and smaller growth or cordwood 7,425,000,
while nonrestocking areas cover 6,500,000 acres,

Of the volume of the original forest no satisfactory
.BtatisfiCS are available. The present stand, howevers; is
about 1,141,031 million board feet, or practically half
of the remaining aaw_timbervin the United States. Ore=
gon leads with a total stand of 495,600 million feets
that of Vashington 1s 334 billiony andthot of California
313,331 million, More than half of the total amount or
686 billion occurs in the Douglss fir belt of VUestexrn

Oregon and Vashington,.

Life of the Industry on the Pacific Coast.

A study of the local timber supply indicates that
in certain localities a large proportion has been cut
off and that logging operations are being pushed back
to the less accessible timber in the rougher nmountaine

ous regions. The exhaustion of local supplies is a
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vital matter of local prosperity and development, It
neans the cessation of a local industry, the abandone
ment of improvements; rapid decpreciation of inyeétmenﬁ,
and other losses vhich the industry, the community, and
the consumer must shoulder:  -One authority estimmtes
that only aﬁthird of the original privately ovmed time-
ber tributary to Puget Sound remains. The situation in
Grays Harbor County illustrates the rapid expioitation
vhich ip a surprisinzly short time is to end the induse
try locally. About 20 years ago there were in this coun-
try 750,000 acres of timber and only about 75,000 acres
of cuttings; Jow there are 355,000 acres of stumps.,
One-sixteenth of the county's private timberland is being
cuf over annually. In 25 years the supply of privately

-ovned virgin timber will be gones

King and'Snohomish.countieag Vashington, the scene
of the earliest lumbering operations in théiNbrthWest,
also iliustrates local exhaustion of virgin timber in
the not very remote future. Forty billion of the origin
80 billion fect bf cémmercial timber has been cut. Of
the remaining 30 billion is in private ownerghip, and is
now being felled at the rate of 800,500,000 feet annually.
Indications are that this private timber will be gone in
about 35 years.

One authority on the lumber supplies of Vashington
has studied the rate of exhaustion from the annually de-
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creasing acreages of private land assessed as "timbere
land; " He found that from 1809 to 1919 there was a.
decrease in the acreage of timberland in Vestern Vaghe-
ington of about 850,000 acres, or 85,000 ascres annually,
and in eastern Washington of about 390,000 or 39,000
acres annuallys On the basis of 3,585,686 acres agsess-
ed as ti.berland in 1919 1n'western,Washington,'privatély
owned old-growth would last forty-two years at the rate
of cutting at that time: -Adjusting these statistics to
provide for additionzl land which was classified as time
berland in 1919 but not in 1909, it is the b@lief'thnx
a Taster rate of cutting of the private stunpage is ine-
dicated, and that, disregarding increment in second«
growth stands and without allowing for the expected in-
creased cut, the private virgin timber will last only
tventy years unless forest policies are changeds

Bend, Oregon, is the center of one of the most ex-
tensive and famous of Orcgon's yellow pine belto, A
few years ago an unbroken forest of virgin yellow pine
extended to the very edges of the city. At present,
cutting has left a practically unbroken waste of six to
geven miles to the west and south., The 0perating‘terri~
tory surroundinz Bend has a radius of from twenty to
thirty miles and occupies an area of 382,000 acres of

merchantable forest, carrying 5% billion feet of com-
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mercial timbers of which 231,000 acres carrying 3%
billion feet is privately ommed; The present rate of
cutting, which is likexy to continues will exhaust the
privately owned stumpage in approximately ﬁwenty»five
years,

Depletion in Vashington has gone much further than
in Oregon, énd'while an expansion of the iundustry in
VYashingten under increased demends from eastern markets

may reasonably be expected; by far the greater of the

. expansion may be looked for in Oregon. The reasonfor the

slowver development in Oregen iies in the greater inaccess-
ibility of its Douglas fir Btands; Hany operations now
being seriously considered for Oregon will require trans-
portation and other investments rununing into the milllonms
of dollars before any timber c¢am be taken out.

The lumber cut for the Pacific Coast as a whole has
increased materlally during the past ten years, ILocal
 demands have also increased, but not in proportion to
the cut, A gradhal increase in logging costs have been
inevitable as the more accessible stands have been cut
out and it has become more and more necesgsary to extend
operations to the rougher mountainous logging chanees,
wiih 1igh£er and more broken stands and larger percent-
‘azes of the less desirable species., The timber resources

of the Pacific Coast States are very large, but it would




(10)

be very unvise to overestimate them, for much iess than
the total stand is readily arailaiiﬁ;
In analyzing this topic, the most important phases

have been developed only in the broad way. The factors
taken into consideration are, the effect of forest de-~.
pletion, lumber exporté,'wood substitutes, water and
rail transportation, and concentration of timber ovmer-
ship. 1In fozmulating the déta, one will find the con-
" dition somevhat abnormal immediately following the war
~on acéount'of the deﬁleted con&ition of the manufac=
tured products. Aside from this fact, the topics have
been brought up to date from approximately the beginne
ing of the twentleth century which marks the ieginning
of this industry to any marked extent in the Pacific

Northwéat.
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EFFECTS OF SCARCITY AND HIGH PRICES OF FOREST PRODUCTS
U?OH REPRISHHTATIVE INDUSTRALAES

The genéral situation may be illustirated by pre-
senting the princlple facts reuarding a few 1ndustries.
Theae industries are chasen on account of thelr demands
on raw material, their baeir character 1ndustrially,
and the way in which they touch, directly or indireculy,
the 1ife of our entire population. They are general |
“building and construction, farming, railroads, the veneer
industry and producers of news print, The data useﬂ in |
this case for ﬁhe entire population can be used to show
the effect on our Pacific Northwest, and although thei
latest figures in all iftems cannot be presented, the
collected facts can indicate the trend of to-day in
comparisaé with the periods before and after the Vorld
War. |

In listing the above industries using raw naterial,
general bullding and construction is by far the most
important. In normal years probably 28 to 30 billion CE?
board feet is used in this way out of an average annual /¢
cut of 40 billion feet.

For the first five years before the war, the aver-
age annual building bi1l of the country, showm by build=
ing permits, was appraximateiy $é§0,000,600w After
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dropping to $4495,549,493 in 1918, 1t rose to 51,326,
935,702 in 19193 but witp building costs inereased 100
per cent or more in 1919, sctusl construction did not,
if any, exceed the prewar aveiage; A shortagze in house
ing accomodations thal 1s almost world widé has brought
home vividly thc close ielation of building to the con~
fort, health, and general welfare of the public. Appar-
ently all construction work in the United States is be-
hind requirements, but the grcatest deficit i35 in dwelle
ing houses,

The bulldinz permits issued in 21 cities of wvarious
sizes, widely distributed over the country, show that,
in value, housing construction formed 36 per cent of all
puilding in 1913, 21 per cent in 1918, 27 per cent in
1919, The falling off in houde construction generally
appears to have been particularly marked since the latter
part in 1819, vhen the éreatest upward movement of prices
bezan., In 1913 the Pittsburgh contractor paid $27.00
per thousand board feet for his 2 x 4, No. 1 Common for
framing, end {72.00 1n 19203 $26.00 for No. 2 Coﬁmcn
Yellow Pine t0 use as sheating and $80.00 in 1920, Yelloﬁ
Pine finish lumber increased from 842,00 to $140.003 sid-
ing from §36.00 to $120,0C; B & Eté. Flat Grained floor=
ing £38.00 o $142.00.

The total cost of nouses has increased proportion=-

. ally. A frame house built in Washington, D. C.; in 1917
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for $6250 is in the spring of 1920 duplicated for
$12,250. At St¢ Paul and architect reported that a
house was bullt for $£$4240 in 1915,vnot including plumb-
ing, heating, and wiring, end that a house built from
the seme plans in the late winter and early spring of
1920 cost $11,820 or 179 per cent over the 1915 price.’

Since 1920, prices of the different grades of lums

ber have decreased ag the public has gradually readjust-

v -ed itself after the Vorld War., Prices now have noi de-

cended to the game level as in 1913, but have stopped
within both of the previous 1i.its, The 2 x 4, ¥o. 1
Compon in Pittsburgh, which cost 572,00 in 1920, could
be bought for approximately 542,00 in 1928, and Fo., 2
Common Yellow Pine sheating for $39,00. The following
curve and table will illustrate average lumber prices

and their trend over a period of twenty-~five years.
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LUIBIR PRICES: AVERAGE PER M BOARD

Feet in Eastern Harkets of the United States

Year Average Qnality Year Average Qnality
' 1 inch 1 ineh
1800 8$21.50 1913 $27.88
1901 21.32 1914 25419
1902 e —— 1915 24,68
1903 20.40 - 1916 264,86
1904 21.20 1917 29.09
1205 22,00 1918 39,90
1906 24.99 1919 44,42
1907 27..87 1920 73426
1208 27.14 1921 58.98
1509 25.44 1922 53.13
1910 24.60 1223 51.02
1911 24,52 1924 46,69
1912 25,29 1925 , 44,46

Lumber~nrices alone do not tell the whole story.
The person vhe builds a house faces a series of aiffa
jculties in sccuring his material. There will be deas
1lays, many of which enter materlally into increasing
costs, Many of the grades desired, particularly the
better oncs, can not be secured easily, sometimes not
at all, Very often the lumber secured is not dried
for good, practicol work, and comparatively inferior
and unsatisfactory conmstruction results. Thies situation,
combined with deloys in material, iabcr difficulties;
and other probable complications makes the construction
of o dwelling house a2 highly uncertzoin and speculative
venturg, takes it entirely out of the rcach of a large

number of people, znd leads to z gradual lowering of
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lowering of standards of living, Such statements as
these may draw criticism from some people of the Pacw
ific Forthwest. Of course such conditions are not so
much thouzht of in or near the mills, but‘vith a little
observation in Tastern Oregon or Idaho away from the
mills one will find such conditions existing inta fax
more noticenble degfeé, Many classes of industéial
construction which can go forward rezardless of:uncer~
tainties are able %o pay lumber prices waich thé O

dinery home builder can not afford,

Farming |
FParms consume a very large part of the construction
lumber. Cheap high grade bullding material aided powers
fully in the rapid devel .pment of farm lands. The Uiddle
Vest, forjexample, was built up largely with the output
of vhite pine lumber frem the Lake States, In the eighe
ties first quality vhite pine lumber such as can now
hardly be found in any part of the country, commonly
retailed for $15.00 to $20.00 per thousand. In February
1920 the fermer in Fansas paid $70.00 per thousand for
Yellow Pine framing and about the sazme for Douglas Fir.
At this time for Yo, 2 Common lumber suitable for teome
porary sheds and construction, either fir or yellow

pine, he paid §72.50, along with $147.50 for B & Btr.

Yellow Pine finish lumber for house construction.
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During this high peak in prices in 1920, question-
aires were sent to allarge number of agricultural county
agents, employed cooperatively by the Federal Governe-
ment and the States, in ﬁhirtyathree states east of the
Rocky Mountains, and similar questionaires were also
gent 40 a large mumber of retail lumber dealers in geve
erai #iiddle Western States,

Throughcut practically this entire territory, county
agents reported z marked suspension in new construction
and ¢ven in farm iaprovements and repairing. Out of
‘approximately 250 counties only five or six reported
riore building than in previous years, In the Prairie
»States, from I1linois north and west, repairs were re.
ported to be only 32 per cent of normal, and ncw cons-
truction more than 50 per cent below normal. Such cone
ditions as thoce menfioned ahove were almost uniformily
12id to high lumber priceés and siiwortage of labor.

An attempt was also made at the time indicated above
to get a normal and probable future lumber reguirement
of the farming industry. The estimates of county agents
indicated that the average annual utilization in 1920
was 2600 board feet per capita., TFor practically the ene
tire region covered, an increascd future demand was pre-
dicted in order %o take care of improvemenis, provision

for increasing population, and the development of new
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hfarm.ﬁnitaa_ This is an importani factor in the face
of falling lumber productions in all parts of the coune
try except the extreame Vests

Vith thosec predictions of 1920 in mind it iz found
that there is at the present time an ever increasing de~
mand by the farmers for farm lumber, During the lasi
few yeers, particularly since 1523, farm lumber has dew
creased in price a2long with other building material,
From the reports of county agents it appears that the
formers of the liddle West and the Tacific Northwest
are recelving the most benefits, If one would take an
afterncon ride in the farming district of the West, he
<waﬁ1d find the farmer doingsome kind of Improvement on
his tract of land, developing 1t to a higher degree of
efficiency, beinz able to buy his lmprovemeni material

al o more reasonable level.

Railreads

One of our greatest users of woods are the rail-
roads. They have particularly bought our aardwoods,
especially white oak, for their tie¢s. The normal demand
for railrdad ties is approximately 100 to 125 million
-annually, In the early stages of reilrcad bullding, -
species were found within a short distance of tkhe frack

and thes demand was easily supplied. UTith the increasing
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uses for wood and the gradual development throughout
the country such conditions become the thing of the
pasts

Since the Vorld Var, Douglas Tir hes found a place
as tie materizl. It is not as durable as most hardwoods,
but with & preservative treatment which has increaéed
itg life to zpproximotely ten years, it has become a
good substitute for the species which were once dominent
in the Soutacrn States. Douglas fir ties are now said
to be costing castern roadsfrom 31,72 to 02,00 each at
their trcating plantc oxr on their rights of waye 1In
cther words, oak ties, cut within o few miles of the
right of way and bearing practically no freight charge,
end southern pine ties, arc nov bein, replaced by fir
tles handled overland or shipped through the Panama Canal.

To éupply their general lumber reguirements, the
railroads have an obvious advantage in the purchase of
lumber alonz their lines, and Increases invprices have
vecn far less pronounced than for other industries, Une
der the great financial burdens of readjustment apd ree
construction following the war, added cosis of important
materials delayed even the most needed repairs and better-
ments and added to transportation difticulties, which re=
acted upon all irndustries znd customers, TUncertainty as

to securing zdeguate supplies of desired matericls at the
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time wanted has made it neccssary for railroad come
pahies in general to hold comparatively large surpluses,
a tendency vhich serves teo accentﬁate shertage for all
pruchagsing industries. Railroads operating in the for-
esl regions a few years ago ordinarily carried but one
or ti.o weeks supplies, since stock could be replenished
quickly, while other roads carried étocks sufficient to
last several months. Nou the timber roads are carrsing
from six to nine months. A table from the latest State
istical Bglletin No. 21 will shov the ups and downs of
the tie market.

C_OSSTIES PURCHASED BY RAILROADS 1905~1:25

ATotal

Year By Steam By Blectric
Railroads Railroads

1805 77,581,227 - e 2 e o e o 77,981,227
19086 93,477,625 9,356,417 102,834,042
1907 144,085,680 9,613,940 153,699,620
1908 106,038,081 6,425,368 112,463,449
1909 115,432,000 8,319,000 123,751,000
1910 139,596,000 8,635,000 148,231,000
13811 126,155,000 8,898,000 125,053,000
1915 88,498,605 8,607,996 97,106,651
1923 129,133,347 6,842,770 © 135,976,117
1925 105,153,800 111,341,759

6,187,959

Veneer Industry

Vencer manufacture is a rapidly growing industry
which supplies furniture makers, manufacturers of mugsi-

cal instruments, the automobile industry, bex makers,
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and many others., TFor high-grade veneer, hardwood
has been principally used. Since the World Ver, howe
ever, Douglas fir has taken a prominent part in the
manufacture of automobile parts, box making, and ply-
~wood panels, The industry now uses about 780 milliom
board feet of high—gradeAmatcrial. The demand among
hardwoods ig cheifly red gum, and secondly for white
ozk, One pection of the industry, which uses guch
noxrtnern hardwoods are maple, birch, and basswood, is
located in the Lake States. At the present tiume the
Pacific ﬁorthwcst iz becoming the center of the venecer
industry, althnough it does not contzin a very large

amount of hardwood.

VEREERS: WOOD CONSUMED IN MANUFACTURE FROM 1305~1325

Kind of wood 1205 1806 1907 _19¢8
Domestic Bd.it, Bd.Ft, Bd.Fi, e ite
4 \
Red Gum 36,573 73;062 102,932 119,485
Yellow Pine 12,688 45,581 32,450 42,342
sirch 12,643 16,323 18,079 17,765
Cottonwood - 16,357 29,063 334174 335964
Tupelo 314 - B,311 15,997 16,442
Yellow Popular 26,164 21,619 28,764 22,898
Douglas fir - 370 9G _ 333
Vhite Oak 16,129 38,848 235,872 20,700

>
(03]
O

4 =3  JB24542

— - ety
— —

?

Total of all 181,146 329,188
VWoods _ .

N
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voods

400, 385

(Con)

‘Eind of wood 1909 1910 1911 - 1919
Domestic Bd.Ft. Bd.FL. _Bd.Ft. Bd«Fte
Red Gum 129,930 158,157 1364542 198,641
Yellow Pine - 48,145 40,324 35,400 67,071

* Birch 24,643 27,4633 24,208 54,079
Cottonwood 30,8423 33,149 34,911 364739
Tupelo 18,476 264548 20,476 34,175
Yellow Popular 28,826 33,812 25,835 32,653
Douglas Fir 1,111 2,006 64262 10,604
Vhite Oak 28,742 33,005 41,742 30,654
laple 354444 39,471 20,762 . 15,723
Total of all 435,981 477,479 444,886 576,581

Voodg . o

{(Con, ) -
Kind of Vood 1921 1923 1925
Domestic Bd.Ft. = Bd.i't, Bd.Fle
Red Jum 146,740 220,703 257,465
Yellow Pine 42,195 65,100 45,818
Birch- 37,070 43,936 51,490
Cottonwood 27,882 40,404 33,869
Tupelo 21,494 36,396 48,311
Yellow Popular 18,370 45,376 50,770
Douglas Fir 16,518 05,123 101,869
Thite Oak 11,352 12,940 20,661
Maple 10,619 235,310 L5 222
Total of all 645,793 734,599

=

vhe venecr gsituution is

other forest products--shori

siuclar to that descrived for

supplics, abnormal dinunds,

and competition, in this case aumong such consumers as

phunograph wakers, manulactiurers of other musical instru-

ments, the automobile industry, and furniture makers.
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Since 1916 veneer prices as well as log prices have

been advanced from three to four times; for example,
vhite oak logs have increased from 3875 t0.$260. The
venecer industry reéuires a high-grade material., It'
tokes practically clear logs generzlly 16 inches and |
more iﬁ diameter at the smali end, The industry must,
for its higher grades of products, depend very largely
on the fine old timber found almost entirely in virgin
stonds, and for this reasorn the Pacific Torthwest with
the lact of the lerge virgin stands is 1.oked upon to

i1l a large pert of the demands,

~

Producers of Yews Print

High prices and serious difficulties as to supplies
sre by no means confined to lumber. The news print site
~uation has been very much in the foreground, particular-
ly during 1919-1921. Practically the only newspapers in
the United States, from the large metrapalitan dailies
to the small cou .try weekly newspaper, which have not
experiénced sefiaus difficulties are those having long
term contracts 0;_those fortunate enough to produce their
ovn newsprint, Sihce 1921, however, the situation has
subsided considersbly and is not now thought as as such

a problem as during the peak of raconstruction and re-

o
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adjustment. Al the present tise more species are
being used, and large lumber ¢ompanies are encour-
aging going over their ﬁimber land, either juét be~
foré or just after logging, to cut out the small stuff
for pulpwood. Amounzg the most Qramineﬂt companies of
the Pacific Forthwest advogcatinzg this actior is the
Crown«Willamette-Zellerbach conséla&ated COMPOTY e
kany of the c¢olleges are doing resezrvch along the line
of paper making, and newsprint men:fecture, vhich cen
aid in taking care of the future dem nds of thercounv
try. Curves showing the species used and price re-
ceived for paper will show the trend of the market aver~

the past twenty-five yeurs.

" The Situation Summarized.

Fow that we have discussed a few of our wood using
industries a summary should be made, In 1920, William
B, Greeley, of the Federel Forest Service, summarized
the conditicns clearly existing among the wood using
induétries up to that time, His report reads, ?If the
industries concidered are representative of the genersl
condlitions, and there gge every rcason t0 believe that
they are, tae lumber situation of the past few months

has, for many industries and many classes of consumers,
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been one of serious shortages of supplies of great
demand, and of ﬁncertainties in securing satisfactory
amounts of desired materials. Ra?id rising prices
nove reached the highest points that they have kmowm
for lumber and for practically every other forest pro-
duét consumed in the United States., Narket conditions
have been unstable, and it has been impossible for many
consumers to plan with any ceftainty on cost of mater-
ials. The output of industries which depend upon lum-
ber and other wood products has been very much reduced,
and in an extreme case has gone as low as 50 per ceﬁt
of rormal.

"The entire nature of competition irp the case of
forest products has changed.: Prior to the war the pro-
ducers of lumber, newsprint paper, and other forest pro-
ducts competed with others for business, Competition
dur ing the paatrfew months has been iargely among conw
sumers for general inadequaie supplies. Under any con-
ditions such & reversal in the fundamentai situation
would result in higher vrices; but the shortage and de-
. mands have been so extreme that wholesome resiraints as
toprices which mizht safely be paid have been removed,
and in many cases it has been possible 1o pass on to the
consumer, and even to augment, almost any lumber price

ineresse, This hzs not been universally true. There
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has been some difference between industries in the ex-
tent to which they could ge. Apparently limitations
have been felt more by industries producing necessities
than by those with products which fall réther in the
class of luxeries,®

sSince 1920, competitive condiiions have changed.
It is found, at the preseht' time, that the mills in the
different sections of the Horthwest are rumning at full
capacity and manufacturing as much as the public demands,
and even at time fliooding the market. The main cause-
of this situation is that during the rise in price be-
ginning in 1915, mills expanded their entire operations
to meet the éonditions.at'that tine s well as estimate-
ing the demands of the future. As a result many miils
must now liguidate their assets and move as much as
possible of theii products to meet their obligatioms.

such conditions can mot g0 on forever. As long as
the mills place on ﬁhe market as much of their mater-
ial as the public can consume, the prices are assured
to be on a fairly low level., Prices then are not a
true criterién of the seriousness of the conditions.
Curves showing the present day stand of timber can pro=
bably visialize the situation in the best manner,

Our only hope in the future is a certain curtail-
mént in manufactured lumber products, and drastic ac-

tion as to the carrying on of reforests.tion. Near the
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end of thiz paper, more explanation will be glven

to this iuportant factor in the timber situation,

LULBER DPORTS

fnother i.portant factor effecting lumber prices
in the Pacific Forthwest is the matter of lumber exe
ports. Vith the development of the Pacific Coest
States,'trade with other countyries borderinsg on the
swnie lurge océan has veen fostered. The Ioelern and
Southern Stotes, from the very beginning in the lume-
ber business, have ghipped their products by water,
and now muck of that trede has been converted to this
last vast region of timber.

Defbre going very far with the idee of exportc,
let us consider lumber exporiting methods. At the
eurly stu_cs 0f the exyorta%iqn of lumber from this
country, the lorge export mills frecuently operated

their owvn sailing vessels and thus brought themselves

into direct contact with the importers in foreign coune

tries. With the advent of gteamships, the number of

mill-ovmed gailing vessels decrcased every year. A

stecmer cargo is generally considersbly larger than that

of a sailing vessel, rcecuires a guicker dispatch, and

involves heavy cherges for demurrage. A cargo sent by

steaper freuuently had {to split betveer ftwoe or more
d 1
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- millsy and it became necessary to have a middleman who
could bunch several orders to make up a cargo and attend
to the details of clearing ?he steamers It is mainly
since the steamers wereiused in carrying lumber cﬁr-
goes that the export ﬁidalemen have had a strong Ioot-
hold in thg American lumber export trade, particularly
the last few years on t&g Pacific Coast. Some mills

are exporting their pro?ucta direct to foreign markets,
.but by far the greater/%art of the American lumber

trade passes through#ih% hands of export middlemen,

The sawmill operat%ra cutting for export, generally
realize that it is nece%sary to maintain a special sales
force to handle the export busineas satisfactorily.

Very few of them,howevers are able to go the expense
of maintaining such a selling force and call apon the
middiemen to take the lumber tfor export off their hands,
There are two classes of export middiemen in thiis coun-

try-~-the export agent and the export merchant,

The export agents buy and sell lumber on a comnission

basis;‘or to explain it in another umanner, they are com-
migcion men between the exporter in the producing coun-
try énd the foreign i.nporter, or even beitween the domesw
tic export merchant and the trading company. Their main
asset is the l.cal knowledge tnat they must possess in

order to buy as cheaply as possible because competition
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is strong. Upon recelving an order the export agent

communicates with his mill connections and often die
vides an order amon3 various mills vhere he can buy
the cheapest, He then assembles the cargo in a con=
venient port or instructs the ship to pick up the care
go lots at various ports. In many sections the agents
hove their own inspectﬁre to pass on the gradés shipped.
The financial arrangement between the export agent and
his biokér‘connectians varies a great deal but generw
ally stipulates the division of the commission obtaln-
ed ox the payment'of a fixed amount per thousand board
fect. The export agent sometimes obtains a commission
both from the mills and the purchaser, usually 24 per
cent from each party. Sometizes one or several come
peting mills moy appoint an export ajent to handle their
total export business on a commission basis. The agent
arranges for tonnage, clearing the vessel, and insur-
ance., The freight problem often leads to speculations
and many agents charter their own steamers for spec-
vlative purpoScos.

Gn the Pacific Coast several strong firms of ex-
port agents are foﬁnd, particularly in Sen Francisco.
They often maintain branch offices in several of the
important shipping perts on the coast to enable them

to keep in close touch with the mills, and to attend
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to theflbgdiﬁg and inspection of corgoes. Some of
these aggnté have devel.ped a very extcensive businesss
and mgy;qpérate their own steumers.

iWhife @he export agent sells andvbuys iumber on
a cqmﬁihsion basis, the export merchant stands for the
imﬁgrtér as an independent exporter operating in his
cwg name.  These export merchants are strongly in-
t¥enched on the Gulf Coast, where & number of firms
a}e found Ln various shipping ports. Naturally a

thoébugh knowlecdge of local conditions is essential

in this business which is entirely limited to buying

and sellinz, On the Pacific Coast the merchant is not
so prominent, as direct exporting is more frequently
done in his ﬁlace.

The export merchants generally make arrangements
with one or more foreign brokers to represent them in
the various countries, and they looklte them for orders.
The merchant is the executer of the order and the brok-
er the salesman vwho actually controls the business.

The terms betwcen them vary considerably, but the com-

mission charged Ly the broker on all orders booked

through him is generally from 4 to 8 per cent, in-
cluding his guaranty for the payment of all accounts

 that he initiates (del credere). If any amounts are

advanced by the broker to the export merchant, 6 per
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centy intercst is usually charged. The broker some-
times ccts as the export merchantfs representative
in cagses of dispute regarding the guality of the
lumber shipped.

‘The broker seldom places any restrictions upon
the export merchant regarding the saurce'of supply
and allows him considerably latitutde in filling the
orders vhere he can buy the cheapest. The merchant
either buys outright from the‘ﬁills or specﬁiaiea vy
contracting the output of a mill during a certain perlod.
It is evident that the cxport merchant's profit is en-
tirely dependent upon his abillty as a buyer and his

. knowledge of conditions at the different mille.

The export middlemen are gererully called upon to
submit a2 ¢. 1. f. offer; that is to say, an offer ine
cluding the cost of the lumber at the port of loading,
ocean freight to ité destination, =nd insurance. In
obtaining froight space they may either approach a ship
proker or communicate direst with a shipping concern
operating regular liners to the importing country. How=
ever, the lack of direct shipping facilities from this
country to foreign countries has greatly handicapped
the lumber export trade. Many tises upon submitting a

c. 1. f. quotation, the middleman takes a chance on

S N
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obtaining the freight space when the order is placed,
If the market should go up in the meantinme, he moy
have to fazee a heavy loss, and he may not be able to
secure the necessory tonmage at all.

On the other hand if the middleman operates neor
ports with direct stezmship.connﬁctions with foreizn
countries, he is ofter in » better pesition to secure
occasionallcheaper rates to complete a cargo tﬁan a
sawmill operétor not in comstent touch with the freight
market, 1In some caseé the middlemen charter their own
steamers, and it haé been contended that during the last
few years more money has becn made by them in this way

than by sellin; lumber,

Consigmments and Shimnment Direct

FSawmill operators ar exnort mershants frequently
degire to}dispose éf their stocks without waiting fof
orders to come in, They, therefore; establish connece
tions with a concern in some foreign port where they
plan to ship their goods from time to time, and call
uncn this corresnondent to advise them ag to the proge
pects for consigning thelr stock, Upon advise from him
the consignors shin their lumber which in taken care of
upon its arrival Ly the firm secting as consignee, It

is customary for the consigneec to guérantee within six
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months the sale of lumber corsigned to hins Con~

sigonments from this country arc oftex delcyed severs

-

21l weeks in tranult and the mavket may charge consider=

-

2bly whiles the goode are en rouies I the market 1s
good, the cargo usy ve sold while in trensit or the
cousignee may succced in d isposing of 1t at & profit
2o soon as it ig reeeived; but zs o yule conditions
grc not so fevorsohble. The time of wrrivel mey not be
+he proper time to dispose of bhe cargo.  0dd sizes
ore frequcntl& cousigned and wlso smull lois lef't over
frem previous shipments, un;@h often find 1ittle or ne
morket. lany other conditioms mey direct the consige
ﬁor'tﬁ heve hig lumber ghoered ay the consipgnee. The

atter often possesses large yerds for this purpose

- ray

with docks and Tocilities for hendling lumber cargoeSs

1I# the lumber is kept fox soue time in sitorage, the
cherges of handling, storages insurance, und cther oXe
pcneses moy not only entirely cen“* e the expeeted pro-
it but may not result in a direct loss. Often times
7 effect on the mul-

lumber in storage has o deyress¢ng

zet,

The consisnment business is confined alwost entir

iy to hardvoods. They are made ¢niefly to the princip

Suroplon ports, suck as Londov, Liverpool, HembuTd,

Totterdam, and Antverp. Buyers frow other countrics

v

al

frequently visit these cities and have the lumber trans-
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shipped.

Prior to 1918, hardwoods dominated the softwoods
in the business of shipping direct, Since that time
the large mills particularly of the Pacific Northwest,
cutting an enormous amountof softwoods, have taken tb
this means of doing business which is the most pract-
ical for them, 1In 1925 softwoods totaling {57,275,402.
vere exported to all parts of the world, shipping maine
ly from Portland, Tacoma, Seattle, and some of the
smaller Puget Sound clties, in comparison with hardwoods
valued at 25,752,445,

Direct exporting, if candub?ed properly, is the
ideal way of doing business., Firms giving a direct ex-
port business in this country are generally millé of
good financial standing with a 1arge output and able.
to guarantee delivery at a specified time. Unfortune-
ately American exporters do not have the pame facili-
ties for extending credit and for obtaining credit in-
formation through American banks as other countries,
and as a result, the American export munufacturer ale-
most invaibly demands cash against documents often be-
fore the cargo leaves the port, If the importer accedes
to such terms, he must have able confidence in the ex~
porter, Direct shipping offers the mills many advane-
tages, expeclally by ensbling them to exercise better

control of their business. Other advantagcous features
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are that the commiséion charged by one or more middle~
~men is eliminated and also the danger of having the

grades tampered with, | '

Some American ﬁills\have taken steps to establish
branch offices abrcad to take charge of the selling_ﬁnd
diatributioﬁ of cargos. Such steps are taken, however,
oenly after thorough investigation in the countries where
they desire to operate with special attention pald to
the consuming povier of the céuntry, competition wi@h
other countries, the expense of developing trade and
credit extension. The advantages that such an arrange=
ment offers the mill are apparent. The dbranch office
is in constant touch with the importers and the market,
and can supervise the unloading of cargoes and the
settling of controversies arising f.om defective ship-
meniv It is also in a position to place the lumber to
the best advantage, to report whether or not the grades
shipped satisfy the requirements, and offer suggestions
for improvement. Further; the expo:ter can obtain credit
information direct through his branch office without .

. using‘middlemen, In case of an arrival of defectlve
‘shipments the branch office may take charge of themy
place the lumber on the market when conditions seem
favorable. Without such representation on the spoty -
the exporter many times is villing to accept any kind

- of settlement because he is at the mercy of the importer.
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Joint Selling Agencles

Vith the keener competition in the export trade,
the reduction of selling expense plays an important
part in securing'ordera;‘ Some export mills have
combined to sell their output through a joint agency
and separate the sélling from the manufacturing of
lumber in order to increase the efficiency of both

production and mariéting. Here and there a mill would

. form a separate selling ozgunizétion to dispose of

its entire output. . Vhere vi~s business developsd be-

yond the capacity of the mill to fill, lumber was bought

from outside mills producing approximately the same
class of lumbers This situation in several localities
developed 1ﬁts an amalgamation of such groups of sawe
mill operators, each bearing a propertionafe share of
the cost of the selling agency. “

In certain sections, sev ral mills located in the
same territory and producing the same class of lumber
have made arrangements with export merchants to handle
their combine output. Sych arrangements haie becn bénu
eficlal to these mills through their increased ability
to take care of important orders that one mill would
have found @ifficult to execute aloney, and through the
élimlnatiﬂn of a certain amount of comﬁetition among

the export agencles.
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Countries Shipped to and Amount Shipped

Now that the methods of exporting have been ex-
plained, the products shipped and their destination
should‘be taken intd consideration. From the United
 States Department of Agriculture Statistical Bulietin
No. 21, one will find im 1925 that Argentina, Japan,
Australia, United Kingdom, Cuba, and Mexico wgfe re-
ceiving the greatest amount of our export lumber pro-
ducts. During the same year figures of our lumber ex-
ports totaled $83,027,847 (1,947,809,000 board feet)
of which §57,275,402 (1,585,720,000 board feet) rere
softwoods, and approximately 60 per cent were sent

from the Pacific Northviest.

RXPORTS FROM OREGON AND TASHINGTON I 1928

Vasuington ’ Oregon

7 Exports Exports
Africa(Svuth) 9,229,846 1.274,088
Australia 126,876,.93 ' 55,079,494
Central America £00,947 T 2,271
China 120,646,464 95,247,647
Bast Inuies 79,019
India 2,239,245 1,913,582
Japan 593,204,487 - 183,104,804
Hexico ‘ 9,550,770 1,339,082
South America (E.C.) 39,151,182 31,233,546
South America (N.C.) 57,514,065 25,682,419
South Sea Islands . 2,367,610 12%,800
N.K. and Continent 156,865,202 78,707,003
vest Indies 9,088,907 542,868
Nev. Zexland 2,862,082

Unclassified 141,080
| 1,137,595,451 492,116,657
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The specics shipped as lumber exports are soutuern

pine (701,046,000 board feet), wouslus £ir (507,208,000
board fect), hemlock (126,072,000 borrd feet), redwood
(46,235,000 bourd feet), spruce (26,701,000-b03rd feef);.
and other ecoftwoods (75,863, CUU boaord feet}.

Alonz with tae lumber otherproducts arc tggnﬁpgrted
across the ocean to various foreign cbantries,yé§éé226, 161,
533, 000 board feet were shippec as 1s:s and héﬁﬁ timberso,
554,510, 000 bonrd feet o5 scwed tiuber, 97,018,052,000 board

feet az box shook, and 3,105,166 pieccs as railroad ties,

bug increased rapidly. A "Jap Square®? is merely a sowed
tiwber from 6 x 6 to 36 x 36 inchcs, wnich is siigped to the
Oiient cnd is then romanifcoctured in different cizes to meoet
the disferent buildin: conditions existing theic, For ex~
eﬁpieé for ctewwing in o nouse in sither Caire ox Japan;

one will find & 2 x 2 or z x % used in pluce oi the gternderd
2 x 4 of the Urited Stetes. Inmumerablie mills nezyr shippe-
in; ports, purticulecrly irn Tasidngton, ptiliue tncir logse

50 thet they pay cccumals te different sizes of "Jap Suunres®

foxr taelr foreisn trodco.

Irecto of Iixports Upou Domestic Ti..ber Supplics and Prices

The depletion of the virgin forcots of tue United
States is waking itsclf feli, first, thouzh the growing
scercity of tiabers of high quolity, vhich are the productis

cut from larie, clear loyss representing the crecam of
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of our virgin forests., During the\past 35 years such
products have arisen in price more napildly than the com-
non grades of lumber. The most serious effect of the
foreign trade will be to inereasé the shortage of high
quality products, because it 1is exactly such products
vhich are short the world over and which lumber ime
porting nations will in the long run most desire to
obtain from the United States.

This effect will be recognized in the case of the
American hardwoods.s The foreign demand for such species
not only inculdes cabinet, furniture making, and finish-
ing woods of special beauty, like wélnut or quartered
eak, but also many woods used in manufacturing essenw
tials of commerce and industryy iike oak and hickory
wagon stock, hickory spokeé, high grade car stock, ash
and hickory~handleé, woods used in agricultural im-
plements, and meny otherse The supply of old growth
hardwoods from whiich most of these products are ob-
tained 1s nearing its ends Our domestic industries
are securing such materisls with increasing difficulty
and cost. Except as substitute woods ér other mater-
ials msy be found, the growing shortage of these pro-
ducts rmast in any event éeriously handicap American ine
dustry and commerce.

Another importent bearing of foreign shipments is
upon the remaining sup-ly of high grade southern pine
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vhich up to a few years ago had furnished about half
of the total lumber exporis. The materials which the
foreign consumer demands include a large propbrtian‘
of high grade flooring and other forms of finish and
large timbers for ship~bullding and other structural
purposess The situation of the supply of these proe
duets i{s less serious in many ways, and gquite unliike
that éhich hold true of the hardwoods. The toﬁal Pros=
duction of yellow pine lumber will probably-deéline
steadily during the next fifteen years, and the pro-
duction of high guality productz will drop still more
rapidly. Such high grade products will, however, con-
tinue to be cut from particular localities or holdings,
though in diminished amounts, for thirty to forty years,
and the substitution of western softwoods for both ex~
port and domestic products now made of souther pire is
entirely possible and probable.

The third important factor, which is of the great-
est interest to us at the present time, is that export
demand 1s striking a2 large hole in the supplies of high
quality softwood timber in the Western States. The
Pacific coast carries on a gradually increasing trade
with the Orient, Australla, South Americsa, and Europe.
It is'lsgically replacing the exports of southern pine
s that timber is further depleted. Here, agsain, the
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foreign demand takes mainly high grade products, parte
icularly large structural timbers, shipbuilding mater-
1als, and the better grades of clear flooring and other
forms of finish' With this demand for high grade mater-
1al, varying quantities of raillroad ties and gensral
utility lumber is belng suppliled.

The large virgin forests of the West will sustain
the maximum demand made upon them by the export trade.
a few years without serious effect upon the domestic
marketss The domestic demand for high gquality timber
products for the West will increase with rapidity as
the production in the South'falls off. 1In the Vest,
as in the South, the first evidence of depletion will
be a scarcity oé products of'high qualitys Therse 1s
this marked difference, hovever, in the West, that the
exlstence of large National Forests where timber 1s
cut under careful restriction, afford a means of re-
serving reasonable ‘quantities of high quality timber
and for producing stumpage of this grade. |

It must therefore be recognized that a material
increase in the export lumber trade will acrentuate
the shortage of high gquality products available to
American consumerse Tie problem presented by lumber .
exports proves seriocus from the standpoint of quan-
tity and will probably prove sericus from the stand-
point of gquality. Scarazeity of ;he high quality pro-
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ducts essential to our ship and car building and many..
~ other industries is the first and,bﬁe of the most‘
serious effeets of timber depletion.

The eventual solutlon of the problem presented by
an active forelgn trade is therefore identical with the
remedy for depletion through domestic consumption, name-
1y, not to restrict the use, but to increase the pré—
duction of timber by getting all forest-growing land at
works It must be recognized, however, that this rem-
edy in itself will not entirely meet the need for time.
ber of high qualitye. ¥With some exception, such mater-
ial can not be grown in less than 150 years; and if
every acre of denuded land in the United States were
planted to-morrow, a long time would elapse before the
depletion of high quality stumpage which has.been cut
30 freely from our virgin fcrests could be made goode
Purthermore,lﬁhe private landowner can seldom afford
to carry timber crops duriﬁg the long perieds necessary
to produce materlal of high quality. The most effects
ive means of overcoming the shortege of high-grade
timber 1s the ersation of public forests which can be
utitlized to the extent necessary for the production
of large timber or specvial productse |

The bulk of the high quality timber produced in

France and other countries of Continental Europe 1is
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grown in public forests, it beling s recognized function
of the Government to produce on its fcfest lands the
classes of materlal which will not be grown in sufficient
quantity on private lands because of the time and cost
involved. This policy has already been applied to the .
hardwood forests acquired by the United States in the
southern Appalachians pursuent to the Weeks Act. As
far as précticable, these forests will be handled so
as to produce high quality hardwoods rather than rail-
road ties aﬁﬁ‘common lumber, so that they may be at
least a factor in meeting the shortage of ,such productse.
But no sdequate provision for the growing of high-grade
eastern woods has yet been made. It e¢an be made only
by largely extending the public forests in the Eastern
States. | "
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Yood Substitutes

Before dealing with the question of wood substi-
tutes, it might be advisable to mention a few of the
reasons vhy wood is used as a manufactured article.
Wood is preferred because it is easily worked, and is
iight in weight. In many pqsihiona it 1s as strong as
iron. For example, the tensile sirength of a bgr of
hickory may excead'the tensile strength of a similar:
bar of wrought iron. then it is dry it 1is a poor con-
ductor of heat and electricity, and 1s not honogenous
like metal and stone. Such factors as these have made
wood a very desirable article for man's use with the
result that the lumber 1ndustry’has become a large and
powerful manufacturing unit.

Oﬁly in the last twenty-five gpars has the matter
of wood cubstitutes been heard ofythe in lumber indus=-
try. Since 1914 substitutes in all lines of lumber
have been doutled, and even in some instances trebled.

Such a rapidly increasing substitution for a pro--
duct would not come about without certaln causes. The
social and economic changes affecting the use of the
wood are as follows: _

(1) High values and the demand for the best ser«
vice in dense centers have necessitated 1ncfeasingly
intensive use of space, and huave lead to a remarkable

rmodification in forms of construction.
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(2) Cost and utility of the competing articles
and the products into which they go, which is due very
largely in the lumber 1ndusti=y.; (a) to the diminishing
purchasing power of money and, (b) to the gradusl de-
crease in price of cement and lower costs of substi-
tutes, |

{3) Markéting.of substitutes Las been in most
cases more asgressive and mdre'effiaiently directed
in all 1its numerous- bearings. |

(4) Industries manufccturing substitutes have offw
ered increased services in tho forﬁ of exact data re«
garding the propertics of their materials while for
lumber such information is lacking;

{5) Substitutions resulting from mechanical in-
ventions, e,g., steam engines, have helped for muking
possibls the immense steel hull of modern ships. To.
show the effect of such causes on the consumption per
capite of lumber in the United Statesy 516 board feet
were used in 1906 in comparison to ahout 325 board
feet in recent years.

The extent of the social and economic changes
affecting the use of lumber and the direction these
changes will take in the future, have en important bear-
ing upon ﬁhe utilization of the forest resourcesg upon
the stability and development of lumbering and other

wood-using industries, and upon the whole problem of
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insuring an adequate future supply of basic raw mater-
1als, | |

| There are three distinct gfoups or classes of sub-
stitutess In the first group is bullding construction
material, which includes primarily, planing mill pro-
ducts, geﬁeral mill work, rough and temporary cons-
truction material, building materinl, sawed mining tim-
befs, and sawed rallroad ties; and secondiy, fencing,
sidewalk material, and roofing and lath. The second
group deals with various speéial manufacturer of wood
products iﬁ vhich ths substituta ras replaced elther
lumber, or wood in other forms, or both. This group
includes wood mdteriai used for boxes, rallway cars,
furniture, vehickles, ships, silos,‘windmills, fuel,
and miscelianeous articles. The third group in the
main includes forms of utilizatlon in wﬁich the use of
wood is growing in competition with other mate -ials
and the process of substitution is reversed. It in-
cludes the wooden stove ?1pe, paving blocks, and wood
pulp.

The general principle followed in this studylhas
been to consider the replacement of lumber or other
forms of wood in use for which it 1s now or was former-
employed, by other materials, including fiber and veneer

products vhose base substance 18 wood. This includes
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also the curtailing of the normal expansion of the
market for lumber, as broadly indicated by production
of the substitute. |
Substitution 1s, therefore, enly in part the re-

placement of wood by other basic materials. Various
new wood-using industries are competing actively with
the'old, the wcneer and fiber package with the wooden
or shark box, the veneer barrel and the paper sack
with the slack barrel. Thus the total replacement of
wood in a form for use, amy he much less than the re-
placmént of some one of the older wood products; such
as lumber. New forms of construction for which wood
is not suitable are not regarded as substitutions, and
no attempt is made to estimate the extent to vwhich

such changes or innovations havc prevented the use of
wood or absofbed markets which 0thefwise it might have
supplieda'Thua'the steel used in the skeletorn of the
sky~-scraper and in the mammoth steamship of te~day is
not regarded as a substitﬁte, although unguestionably
in both cases it has limited the use of wood. The gen-
eral'procesa of substitution has not necessarlly in-
volved diminished deman for wood in each of its many
uses. In several forms of utilization, such as furn-
iture, siloc and windmill manufacture, the total con-
-sumption of wood has been increased; sithaugh obvious=-

1y in a smeller amount than if there had becn no re-
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placement. _

To go 1lnto detalil to fiﬁﬁ out witat time substituw
tion began, and to vhat extent it is bein, carried on,
building construction material may be taken first. 1In
thinking of this group, fencing, sidewalks,.maﬁerial,

,  roofing and lath should not be included. The materials
uéed in the Uuited States for building construetion are
lumber, concrete, steel, brick, and clay products other
than bricks. There are several economic reasons wvhy
these substitutes are brought on the market in competi-
tion with lumber.

The first reason lies in the fact that the varilous
stages in the settlement of diffefent agricultural sece

tions have overlapped, so that general statistics of

construqtion for the entire country include old as well
as new regions. To illustrate this pcint more fully, |
itlis found that the per capitas consumption of lumber
in the old statos, New York and Pennsylvania, is 230
and 225 board feet respectively, vhile in WVashington

i1t is 890, California 880, and in Oregon 905 feet. The

second economic factor, the movement of population from

the country to the city, has had a much greater effect

upon thé charecter of constrﬁctinn, With the dividing |
line at towns of 2,580 population the proportion of

urban populntion has increased from 29.5 in 1880 to

46,3 in 1910, and is still higher in 1925. In the cities
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the growing recognition of the common fire menace, and
thé growing insistance upon'safety of cqpstruction,
have 1ead.to‘1ncreasingly stringent public regulation
of buildings. Another phase of this is found in the
fact that in the building codes of to-day therc is a
lack of authentic information on_ﬁhich to base sciene
¥ifically the cequirements in the use of woods. Not
ruach can be expected in the lumber industry if the
standard slzes are different. To illustrate this
point, one may take the most used stick in manufactur-
ed lumber, the 2.x 4, According to one practide this
pice should be 1 5/8 x 3 3/4, ILumber cannot be shipped
from one district to another, a2nd used with lumber of
that particulsr district. Another factor is the compar-
ative utillty of service. Scientific Investigation will
in time furnish exact 1nfbrmation upon vhich to base
judgment as to the comparative sultabllity of competing
materials for varlous pruposes because of their proper-
ties and their relativse susceptability to damage and
destruction by fire. Utility or service, depends 4in
part upon the inherent propertles of the materials them-
selves and the extent to which these properties can be
improved through sclentific developmentu In part it
depends also on manufacturing specificatiéns,'which in

the case of lumber are called grade rules, the adher-
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ence in manufacturing to standar& specifications, and
the extent to which_bhe‘properties éf the material and
manner in vhich it éan best be used are made common
by knowledge among customersa 'The case of many‘sub-
stitutes it is possible to control and improve the
5asix properties, a factor acting to the disadvantage
of wood whichk is a natural rather than a manufaetured
product; The last factor which might causc substitution
is cost. From the data arranged over the:period from .
1890 to 1926, we find that the cost ofyluhber-has in-
ereased approzimatélyAIQO per cent while the principle. |
competitors of substitution have remained stationary |
or have decreaseds

Statistices for production, consumptiQn and'sub-_
stitution fall into four classes; (1) production or
consumption of the principal building materiala,'lum-
ber, cement, steel, brick, and clay products other
than brick; (2) building permits; (3) estimates pf
substitution by retail lumber dealersﬁ‘and (4) the
replacement of wood in certain speclal uses, particu-
larly in interior house trimming, brldge, cross.tiesy
and mine props. The lumber consumed in general build=
ing and construction during the year 1915 waaleétimated
by 27 billion board feet, or 71 per cent of the total
Jumber consumption. Assuming that approximately the
same percentage holds for other years, about 32 biliion

board feet were used in general building and construce
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tion in 1907, probably the year of maximm lumbe-r

production and use in the United States. On this
base of falling-off in the amount of lumber used

exceeded 15 per cent. This does nct mean that sube

stitutes have reduced the consumptian of this entire
emounts The decrease, no doubt, 1s due partly to'other
causes. Thé decline Iin lumber consumption since 1907
has been remarkably uniform. -Per capits consumption
fell from 516 board féet in 1906 to 375 board feet in
1815. In looking over the counsumption of brick for
this time it is found thet it has fallen-off about

27 per cent since 1909, For the consumption of iron

and steel structural shapes, it has becn found to have
increased 285 per cent from 1898 to 1913, Natural
cement is the only structural material whibh shows a
rapid and practically unbroken increase in consumption.
During the period vhen the consumption of iumber fell
over 15 per cent, cement increased 4¢ per cent.

Hext in line to be consldered are the bullding

permits. From the material gathered from permits of

 twenty large cities, it was found that lumber, so far

as town consturction was concerned, was the most stable
of all building materials. This is undoubtedly due to
the larger prcoportion of. small residences built of wood,

the demand for vhich is less dependable upon the finan-
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cial barometer.

The third class to be taken into account 1s cone
cerned vith the extent of substitution for lumber and
other lumber products., In 1610 the Forest Service sent
and inquiry to 3000 representative lumber dealers in
Ohio, Indiana, Illinois, Missouri, Kansas, Oklahoma,
Nebraska, Iowa, North Dakota, and South Dakota, re-
quésting information as to the amount of substitution
in their line of commodities. The estimatéé received

were from gpprcximately~l,200 deaiers.

TABLE I.--Substitution for wood 1907-1909, as estimat-
ed by retall lumber dealers.

MATERIAL 4DECREASE IN MATERIAL ¥DECREASE IN

SALES DUE T0O SUB. SALES DUE TO SUB.
Dimension »

Stuff 5.4 ’ Pence Posts 3.7
Sheathing 244 Common Lumber 5.3
Siding 4.1 Fencing 13.7
Finish . 9 CLath 16. 2
Flooring 6.0 Shingles 3.0

Pickets 9.4

By inspeetion you can see that fen¢ing and shingles
are substituted for the most, and interior finish the
least. A rapid increase in the use of practically all

cases of substitutes was predicted by the dealers.




TABLE II.—~ ‘Comparative Substitution in City and County
Markets, 1907-1909, Estimated by retail
lumber dealers. ‘

MATERIAL " -4 CITY(27) reports 4TOWN & COUNTY

{318deports

Dimension 7.89 6.24

Sheathing 5.26 2.27

.Siding 9.37 4,71

Finish . . 1.82 1.14

Flooring 6.37 T2

Common Lumber ~ 6.59 7.07

Fencing 12,96 17.88

Shingles - 26.67 19.65

Lath 4.19 2,85

‘Pickets 21.00 12,06

Fence Posts 10,10 4.00

(b2)

TABLE II1,-~SUBSTITUTION FOR W0OOD PRODUCTS; 1807-1914

Estimated by retail lumber dealers.

MATERIAL ESTINATED DECREASE IN
: : SALES IN 4.

Dimension Stuff : : 13.4

Sidign ' 15.0

Finish . 3.0

Flooring 14.1

Fence Posts 11.9

Fencing ' . 42.3

Shingles B o , 35.0

The fourth class of statistics deals with the pro-
duction of metal, trim for interior, sash, doors, and
the like, and mine timbers. The first item in this

class 1s metal trim. It is used in fire-proof cons=

p——
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trietion. It has been estimated that metal trim is
substituted for‘so,ooo,ooa board feet annually. On
thé item of bridges, culverts and trestles, we find that
there‘is an annual substitution of 850,000,000 board
féet!. This amount is comparatively large. The item
of cross ties stands alone in its particular field.
Approximately 850,000,000 wood ties are in serviée
with only 2,400;000 substituﬁes. 0f these 2,000,000
ace steel,_and 400,000 are cement. The substitution
for mining timbers is very slight, probably iess-than
seven tenths of 1 per cent. | -

Partial substitution and actual increases in the
consumption of lumber in connection with the use of
materials must be considered before a conclusion in
general can be drawn concerning bullding and construc-
tion. 'With'tbe modern type of bigger construction, the
bullding of higher snd larger building, partical sub-
stitution is found absolutqu necessarye. Hawever, thaﬁ
does not decrease the use of lumber because. it must be
used for forms and framework. In general, gartial

suhbstitution has not necessarily effected the market

'af the lumber, or, to any great extent, prevented the

normal increase in its use,
To summarize the dataz or building and constructlon,
a conclusion can be drawn that substitution is large

‘and 1s increasings.
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It 1s difficult to reallze the extent of sube
stitution in fencing until one compares data of the -
past with that of the present; Difference in cir-
cumstances prevailed in the past. Wood was pleztiful
in all regions and could be put into use at & low
cost. The increase in land values, the increasing
cost of farm labor, and the growing realization that
the raii fence formed a refuge for weeds and insects, |
created a demand for other material. The annual con=
sumption in the United States of barbed and woven wire
18 660,623 tons. It 1s belleved that one ton of wire
will replace 6,000 board feet. That, then, is a sube
stitution for 3,300,333,000 board fe&t; 0f the posts
about 10 per cent of steel and cement are used for a
_substitute, a total of 2,500,0C0,000 heard'reét. Since
creosocte has come into markei, cement and steel pesis
have not caused any decrease in the markets for wood
posts, for the reason that the 1ife of tﬁe wood post
has becn increased considerably. |

A thing of the past, in most cities, is the wood
sidewalk. There 1s probably no other use in whidh'wpod
has disappearéd so completely in so shdrt a time.
About .09 of 1 per cent, 4;614 square yards, cut of
5,025,904, are constructed of wood. Concrete has been
taken as the chief substitute and will probably con-

tinue as such, except in places vhere first cost is the
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main or only consideration.

Roofing has had the war of the substitutes to a
greater extent than most wood products. The war has
bsen waged more intensively upon the wooden shingle.
than upon any other forest prodﬁcb, Both the agi-
tation and the large replacement which has taken place

are due in part to the fire hazard attached to roofing

"in urban construcﬁion. The increase in substitutes

from 1904 until 1915 was 200 per cents At the present
time about 50 per cent of the TOOfing‘material is made
up of some form of sabstitution, To get some idea of
amount of substitution, it may be assumed that there
are 33 shingles in thickness per inch and about 833
shingles per square, 1 €e«, 100 square feet, as a re-~
sult the total substitution now amounts to approximately |
1,440,000,000 board feet. -

Wall and plaster board and metal lath are re-

placing the wooden lath. The new forms of construction

.demanded by present-day tastes, advertising, comparative

costs and utility, are causing'substitutions. By wall
board is meant those stiff composition'hoards made
up of three or more ples of wood pulp or paper board.

They are usually intended to form 1nterior walls with

‘panel effects‘ By plaster board 13 meant those coMm-

position boards consisting principally of mineral plaste
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er with or without liners gf paper board. They are
- usually intended to be plastered over for 1htericr
finish on walls and ceilings, although at times they
may be used without additional plaster as in thc case
of wall board. 1In the last ten yeafs the production
of wall and plaster board has increased from practically
zero to 300 per cent. During the years 1909-1814 the
increase was 300 per cent. At a later date the sube
stitution for lath was 22,615,915 square yards of metal
lath and 34,246,089 sguare yasrds of wall and plaster
board for eprroximately 210,000,600 board feet annually.
The one redéeming feature is that lath 1s a by=-product
of lumber, so the éffect 1s not so greét; and wall
board which is ebout 35 per cent of the substitution, is
a wood product.

' There are other products of wood which have come
petitive substitutes ﬁo contend. However, the treﬁd of
wood substitutes in thesé cases 1s found to be in the
same directlon as those which have been discussed. Sub-
stitutipns are‘caminglinte mora'preminence 1n'the Mmafi-
ufacture of boxes, railroad cuars, silos, steamships;
and so forth.

In summarizing all the data given we should say’
that it would ba advaﬁtageous to the lumberman if he

would publish information concerning his different
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 marketable products so that the public could make a
'fair comparison with the different substitutes. This
would not eliminate the problem of substitutes but it
would ald considerably in minimizing the effeet of
thems The substitute appears to be gaining ground
gradunally, but the advancement at present is not steady.
To offset this advancement, the lumber man, through

the aild of technical men, have found increasing uses
for wood, so that the demand for wood in the future

is not 1likely to decrease to any material extent.
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TRANSPORTATION

Another factor which is becoming more important
1s the expense incurred in transportation: With the
forest supply diminishing in the East and the country

as a . vhole looking to the far West for its main

source this factor is becoming a real problem,
At the preseﬁt time mills of this part.of the

country are turning to two important means of reduclng
_the expense incurred in shipment east by rail, or in

" a more technical way, they are refunding to themselves
somée transportation charges. These means are, under
veights and scant sawing. With the development of rail
shipment and standardization of different sizes of lum-
ber, the railroad company established standard weights
for the different manufcetured articles. For example,
the 2 x 4 surfaced according to eastern specification,
elther S1Slie, or 845, WQuld'weigh‘ZSOG per M board
feet. By means of the dry kiln lumber fresh from the
saw may be artificially dried under. the "standard"
welght per thousand board feet for that particuler

stock. The difference under the "standard" weight is

known as the underweight. These mills are refunded

the underweight at the froight rate to the destination

of shipment. To explein it more fully, suppose that

shipment is made on a 623¢ rate and they have under-

~
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welghts of 200 pounds per thousand board feet, they
would receive $1.25 per thousand board feet., A prace
tice which 1is belng cultivated at the present time is
the use of white fir lumber for shipment on long rates,
almost entirely in dimension grades. White fir, when
dried, will have considerably more underweights than
 Douglas fir, and can be used in place of it in many
places.

AS to the matter of scant sawving, one finds it
more in the matter of brldge ﬁlank, and in some cases
of common dimensions In scant sawing of smell dimens
sions, mills usually scant saw the material one-six-
teenth of an inch. This shortage reduces weight of
the material considerably, st times as much as 300
to 400 pounds per thousand board feet. With the bridge
plank, a practice has been developed in Nebraska for
the standard, 3 x 12 plank saved to 2} x 113. The
purchaser buys full sawn stock and the mill sells him
the scant sawed material., As long as the purchsser is
not aware of the condition and the material serves 1its
purzose, the practice is justifiables.

| Transportation to the east and south 1s'not alone
accomplished by rail. From ports on the Sound and the
Columbia River, water trade has been developed at an

éxtremely fast pace since the War. According to Crow's
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Pacific coast Lumber Digest of January 31, 1929, an

incregse in water shipments of 1.l per cent for 1928.
Aceording to the same report, total water shipments

of Britich Columbia are 765,556,122 board feet of which
384,174,589 is domestic shipment; Washington 3,501,320,
15%, of which 2,363,924,708 is domestic; Oregon'1;424,
207,435, of which 932,080,778 is domestic. The years

4mmediately following the war showed conslderably

nigher increase following the war. A clearer idea of
our present domestic trade can be given by showiug

the destination of our shipments from the Pacific North-
wests

British Columbisa
Atlantic @oast~--~»~~wa~~~-~~~--~282,294 438 Bd.Ft.

Californifimemenecoaneccdonenmne- -— 37,004,348 "
Eastern Canada-eme-—en- ~mmmsmam—— 64;110 257 " "
Hawaiin IslandSseccemevoemwomnne == 56,581 " "
Panama Cangl Zoh€—wesencwmawommamn 698,865, von
o 36%,164,580
Washington
ALASKA = e oot s e - 10,150,196 " "
Atlantic CoaSteemwmmmmmmmew-n=sl,406,779,795 " "
Californigemmnmmmmmemmeememm-—= 852,715,075 " "
Eastern Canada-ee-=r—semmweoeu= 8,721,207 " "
HBavaiin IslandS-e-eceecccacceas 74,636,157 "
Panama Canal ZONEw=m—memrenmomes 6,445,757 mon
Philippin Island8-wweeevccannnw 4,012,687 " "
Unclassifiede=-r-ecommncmacuacan 562,854 " "
zy -5'7.5 924,706
Oregon ' ' ;
Atlantic CoaSte=rmecescnocnmwwmma==275,136,822 " "
Californife-ee—meccccc e e 752,277,732 " 7
Hawaiin IslandSeee-~ cmmmmmem——ema 1,310,433 " "
Panama Canal ZoN@e=~e—wommecmecan—n~ 2‘ 563,307 " "
Philippine IslandSecmcmcceccaceea . 766 ga5 " "
Unclassifiedecccccena= e ———— 26 'ezg " ¢




. (61)
Of the domestic trade, one can easily see that

the greatest business is done with Atlantic Coast ship-
ments. MoSt of this stock which is shipped by water is
of the lower grades because the& can be delivered there
at a much lower price. If one has had %ny kind of ex-
perience in the. sellin; game, they would find that a
8light variance in price in the lower grades of mater=
1el, makes a considerably more important factor in
disposing of the stock, than a fgirly large varlance

in high grade clears. However, considerablc clears

are transported by water for the cities bordering the
Atlantic Coast and for shipment to Eurcpe.

With the big building program, which California
has taken on in the past few years, keen cémpetition
has been developed inté that region. Mills bcﬁdoring
water ports find that shipment to Southern Californisa,
and also to most points south of the Golden Gate can
ve reached more sheaply, ond as efficiently, although
somewhat lcnger in transit, by water. Inlénd mills
are cbnsiderably handicapped for this tradé since they

rmast rely entirely on rail shipment for deliver.
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THE VALUE OF TIMBER OVNERSHIP '

Present Situation as to Timber Ownership

A thorough investigation of timber ownership in
the Lake States, the southern pine region, and the
Pacific Northwest was made by the Bureau of Corpore.
ations in 1910. At that iime these three great for-.
est regions contained about 80 per cent of all the
standing timber ig the United States. The twé most
striking facts reported by the Bureau of Corporatioms,
folloving its investigation, were the concentration 6f
control of standing timber in comparatively fewu iarée
holdings and the vast scale uposn which the specula-

tive pruchase and holdings of timber in advance of

its use had been conducted. Both of these conditions

were attributed directly to the public-land pulicy‘of
the United States. The Bureau of Corporations found
that 48 per cent of the standing timber privately owuned
in these three regions, or 939.7 billion féet, was held
or controlled by 195 owners. Threec large corporations
held betueen them 238 billion 1eet, or 11 per cent of
all of the privately owned timber in the United States.
The concentration of standing timber in largc holdings
vas not fﬁlly developed in the lake States amd the Pac-

ific Horthviesat.
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In brief, the situation as to timber ownership

has not changed materially from that répérted by the
Bureau of Corporations in 1910, Half of the priﬁately
owned timber in the United States is in the ownership
of control of about 250 large companies. About 20
per cent of the total is owned by the government;
while several of the Vestern States also rank as large
holders. The ownership of the remaining tinber is very
widely distributed. There are 24,000 holdings of less
than a billion teet in Oregon and Vashington. In
nearly every forested région the group totals of the
principal owners have either practically remained staw
tionary or decreased. Yhe tendency on the part of
these groups to acquire and mainiain a relatively con-
stant suppiy of standing timbér ag cutting progressges
is merked in regions where the remaiﬁing regources
pernmit. “The decrease in the holdings of such groups
in several of the eastern forests is a eclear indication
of timber depletion. In many individual cases, of
course, a further concentration of timber-lands is in
L XOgTessS., This particularly marked in the soft-vood
forests of the Worthwest, spurredvky the scarcity and
high value of pulp woods.

A realization of the carrying chaxge of long-

term timber investments, which may double the capital
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cost of stumpage every scven or eight years, has re;
tarded the movement for building up enormous specu-
lative timber propértiea which vas iﬁ full swing prior
to 1910. The tendency of the present, with some ex-
ceptions, is to put the timber holding on an operating
basis, adjusting its size to a practical scheme for
underwriting the cost of particular mills and logging
improvements, rdther than to carry large surplﬁses hew
yond operating requirements. A number of companies,
hitherto timber investors rather than lumber makers,
are becoming operators through the necessity of ob~
taining a current revenue to meet carrying charges, and
also because of the opportunities for profit afforded
by the existing lumber markets. As a broad rule, there=-
fore, particularly in the Northwest, timber lands are
passing over from long-time speculations to blocks of
raw material connected with particular manufacturing
plants. As a phase o1 the process, the largest holdings
are being reduced rather than increased.

On tle other hand, this regrouping o: timberlands
.is bringing new interests into the estern States,
chiefly as operators. while of ten buying timberland
from ithe larger owner vho was there b fore them or
taking over going sawmilils, these nev interests are al-

8o consolidating emall holdings in order to block up
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desiraﬁl& operating units. As a result they Eecama
large or comparatively large timber owners themselves;
and their establishments in the West tends to even
off decreases in the holdings of the very large in-
terests. By and large, the degree of concentratign
indicated in the findings of the Burea® of Corpor-
ations in 1910 has not been appreciably changed; but
no general tendency is evident to extend control by
inereasing the larger holdings or by withhoiding'
timber from the saw. Indeed the opposite is true in
many regionses

Two factors make the effect of timber concentration
greater that it appears. The first is the ownership
of key areas, strategically located at the outlets of
valleys or other points, where they control to a con-
siderable degree the operation of the back-lying or
adjoining timberland., There are many cases where to-
pography thus gives the owner of a key tract practical
control over an adjoining quantity of timber which he ,
may confidently expect to purchase more or less at his
own terms when he is ready to log, but which in the
meantire mast be carried by others. Unde the oper-
ationcf the Timber and Stone Act and other land laws,
many such tracts have been acquired within or ad-

joininglﬁational Forests which in effect control con-

quantitites of publicly owned timber, and the same
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situation frequently exists as regardsiprivate lands.

A second aild tb timber controi is the fact that
the holdings of many, though not all, of the‘laréa ovner
comprise the most ac&essible timber in their regionms,
the timber most chéayly logged, and thé timber of best
quality. A considerable part of the western stumpsge
is so inaccessible end costly to log that &t will not
be a competitive factor in the lumber mgrket.for many
years. This is true, particulérly in much timber in
the National Forests, Control of the more accessible
and high grade timber will strength thé'position of

many large interests aside from the actual volume of

stumpage which they own.

Concentration Tendencies in Lumber Manufacture and
Marketing

During the last few years the most significant
tendencies bearing upon the general question of time
ber concentration are not, in the ownerghip of stunp-
age alone, but concern a more highly organizeqéontrél
of sawmills and lumber marketing by groups of operations.
During this same period of time the industry has be~
come more closely knit‘?hough the development of regionsal
assoclations and othe  cooperative ente{prises. The
census of 1910 reported some 45,000 ope%ating mills,
although it is doubtful if such a large number is found



(67)
at the present time. The study made by the Forest
Service in 1914 indicated that the lumber industry
wes very individualistic in character. An enormous
number of mills, large and small, operatéd independ-
ently, and the #ast me jority of iumber-msking estab-
lishments manufactured and marketed their products as
competing units. The sawmil capacity of the country
was much greater than the vo;ume of lumber which
could be markcted. The bonded indebtedness of the ine
dustry was lafge and, in general, its financial struce
ture was weaks The pressure of carrying charges and
indebtedness_on timberlands on investments in manue
. facturing capaclty toc large for the rerket, led to
frequent periods of overproduction and of financial
distress to many operatorss.

The change from these conditions which now appears
to be in progress. may be compared to the changes in
the iron and steel industry fér the period when the
small foundries and steel plunts were disappearing or |
belng consolidated in a comparatively few large groups;
or to changes in the transportation indnstfy during
the period following 1870, when many small réilrcads
were absorbed into large trunk systems. These ten-
denclies in the lumber industry manifest themselves in
the ereétion of large operating groups of affiliiated

sawmii%, greater fineneclal strength of the lumber ine-
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dustry, concentration of lumber marketing and de-
velopﬁent of trade aséociatioﬁs. Thesé different
points will be taken up in thelr orders

The necessity_of manufacturing lumber in the
vicinity of standing timber prevents the geographlical
concentration of plants to any degree qamparable with
most other industries. Eevertheless,'éhere is a
distinct tendency, particularly in thé Veste'n States,
towards concentration of production through the cen- -
trél contfol of a considerable group of mills. Such
control may be exerci ed through varyi?g degrees of
stock ownership, bonding or other financial relations,
or «ffiliations of one form or énotharg These opers-
ating groups range from two or three sawmllls to twelve
or more, with a combined cut of from 200 million boeard
feet annuslly up to a billion Dboard feet. In several
instances the group includes miils in éwo or three
of the principal softwoods reglons-~the South, the
Lake States, and the Horthwest, and in some cases al-
so embraces mills or timbor propertics in British
Columbia or Mexico.

The movement of southern lumber'iﬁterest into
the 7Vestern States is one of the significant phsases
in this tendecny in lumber manufacturc. Several of

the large southern operators have within the last
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ten to fifteen ye.rs acquired milis or timber proper-
tiés in the Vest. In some cases this represenis .an
expansion of existing lumbernproduclng organizaitions;
in others, the migration into now ierritory of operating
units wiich have exhausting their former timber holdings.
with the development of such operating organizitions
there is a certain elimination of sawmii:s and timber
noldings wulch neroefore have becn unafflilatea. Tne
tendency of the large operating grou.ps is to consolidate
the noldings, large anc small, in th ir vicinity and thus
scquire sufficient stumpage to supply tﬁeir manufaciur-
ing plants from twenty tc twenty-five years. The re-
iation of th semall mill to this general movement is a
complex one and, 28 will be indicated later, works in
differcnt ways in diiferent regions. 3But as regards the
principal remaining timber resources aﬁ the United States
in the V'est the present tcndency is unquestionably to-
ward a closer cﬁncentration of tumber manufacture in

large units than has previously cxisted.

Grecater financial Strength of the Lumber Incustry

The study of the lumber industry in 1914 indicated
that its financial structure wag weak, Incomplete re-
coras of bonds and other forms of indebtness on timber

lands and operations in the southern pine region and the
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Test aggregated $151,000,000. Stockholders' loans,

current bank loans, and other forms of ﬁorrcwing appar-
~ently had been carried beyond the point?of safety.
Interest and maturities on the various forms of indebte
edness-formed a heavy charge upon the average thousand
feet of lumber mgnufactured. and notably forced mény
savmills to continue cutfing during periods when oper-
ation represented and actual loss and increased‘the over-
prvduction which occasioned periodic demoralization of'
the iﬁdustry. In the threc yeérs foliowing 1912 there
vas a weeding out of weéker operators as a result'of
these conditions, and certain of the large timber hold-
ings in the Northwest were broken up and passed into
other control owing to the attempt to carry bonds and
otner forms of indebtedness beyond the capacity of tpe
business.
Uithin the last 10 years the financial strength of
the lumber industry has been radically‘improvad. ag a
large volume of timber bonds has Leen retired. The
flow of outside capital, particularly from the Southern
States, into the western timber regions has eliminated
a certain number of weakly financed timber owners and
sawmill operators and has strengthened the financial l
backing of oth.r concerns where no c.ange in ovnership

was made. Higher profits in the manufacture of lumber

during the past few years have enabled the industry, by

9
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A
-and large, to wipe out much old indebtedness and great-

ly improve its financial situation.

This change is cited because it is part of tle gen-

.eral reconstruction of the 1umber'busin;ss,which ﬁas been
taking place, thus making it a b.tter o}ganizea ihdus-.
try, and vhich tends to eliminate certain conditions
wvhich formerly made this inéustry one of the most highly
competitive in the country; The indebtedness of timber
owners and lumbey producers uas forme:ly a large factor
in keeping up production with little reference to de-
mand, and in causing the scramble to market the lumber
cut at almost any price. To a certain extent the lum=-
ber industry nowvappears to be passing out of'a condi-
tion where exceésive com.etition was forced upon a large
portion of its members by purely financial exigencies.
The»fact remainsg that th. nature of timber proper-

ties tends to compel the operator to manufacture lume

ber steadily at the full capacity of his plant .nd to
dispose of Lis product currently as it is sawn. This
results from the cost of carrying large supplies of raw

material. The "stumpage load"™ has fbrced many timberx

owners in the Test to become operators, and the very
necessity of liquidating timberland investments compels
continuous operations.

The carrying charges on timberland thus tend to

kcep the lumber industry competitive. In 1914 and 1923
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vthey compelled many mills to operate at a loss for

operation was still less costly than idleness. The
greater financial strength of the 1umbe£ industry will
minimize the effect of this basic facta% to some extent,
but can not eliminate it. Once let lumﬁer stock equal
or éxceed the demand and it ﬁould again‘become & powers.
ful competitive influence. {Aﬁg&her safuqguard against
possibie monopolistic tendencies in lumber manufactufe
is the public ownership of a third of the timber in

the Jestern States, in the National Forests. The sale
of public stumpage under the restriction enforced will
foster independent mil.s not affiliated vith the large

interests.

Concentration of lumber marketing

Probably the most significant phase in the reorge
»anizat§on of the lumber industry is the development of
large marketing units which handle the output of a
considerable number of plants, under c.ntral control.
This has gone considerably beyond the concentration of
production through the control of groups of mills. An
agency in New York sells the product of eleven southern
mills, amounting to some 200 million board feet annually.
There are many other groups of mills whose cut it mar-

keted jointly under management which may be identical
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with the ownership or affiliation of the mills them~
selves or vhich may, in the form of a selling agency,
be largely or wholly unconnccted with the producing
plants. One of the most common is the type of selling’
agency which markets the cut of tvo to fifteen small
mills on a commission basis, giving the ..ills a more

efficient selling department thailthey individua.ly

~could afford.

The ®"line-yard" system of retailing lumber, al-
though followed for a good many years, is an indica-
tion of the same mévement toward closer organization
of lumber marketing., In some cases large sawmills or

groups of sawmills under the same financial control

maintain their own line or retail lumber yards or are
financially affiliated with companies operating "iine-
yard" systems. The large wholesaler vwho contracts for
the entire cut of a number of miils, or the enitire cut
of certain grades of 1ﬁmber, is another fuctor. Hlany
small mills, particularly in the Southern States, while
seemingly independent operating units éré in fact group-~
ed into relatively large marketing units through a
siﬂgle‘wholesaler vho handles their product.

:In the general lumber trade the large seiling Or=

ganization has often been a strong competitive factor.

Reaching out for more business, it has no! infrequently
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brought effective coﬁpetitian into regions vhere form-
erly it was lacking and given better service to cone-.
sumers in su@h vays as stabilization of lumber grades,
offering new grades or dimensions especia.ly adapted
to local requirements, or furnishing .lans for the con-
struction of dwellinge and farm improvements. In itself
this form of organization may be beneficial rather than
harmful to the public interests, particularly in an in-
dustry like lumber manufacture, which has been backward
in the deveiopment and adaptation of its products to the

requirements of consumers.

Development of trade associations

Regional association of lumber manufacturers have
been in existence for many years. They have discharged
certain functions of value both to producers and cone
sumers of lumber, particularly in the standardization
of lumber grades enforced by association inspectors
and in correcting evils com.on in the industry. ,fhe
associations have also largely handled the traffie
interests of tuneir members and have been the media through
which various forms of statistical and other information
has b en assembled and uistributed to the iumber pro-
ducers comprising them.

The géneral reorganization of the lumber industry
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has involved inevitably an expansion in the activities
of such agsociations and has given them greater in- |
fluence upon both the production and marketing of lume
ber. They have given emphasis, for example, to the
formulation and adoption of uniform accounting systems,
tending to unify thé accounting practices of lumber
manufacturers, which in former days vere extremely
diverse and often haphazaird and inaccurate. They have
been the foremost promoters of‘thé movenent for guar-
anteeing thg quality of lumber products. Another ace
tivity of the associations during the past ten years
is the?gsembling and distribution among members of the
asgociation or of a subsidiary organizaition of current
reports on the prices reccived in lumber sales. The
purposes of this work is to give the members of the
agsociation a comzmon, up-to-date Understanding of the
market which they are supblying. Ignorance of current
market prices, particularly on the part of the small |
mill operstor, has been one of the reasoné for the very
unstable condition often prevailing in the lumber in-
dustry. This point is very eviden: in sone parts of
the country by tne wide range in price for the same grades
in the same locality.

The assembling and distributing of in.ormation ob-
viously forms a possible medium : or reaching more or

less definite agreements andlunderstandings controlling
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the prices at which lumber is offered. The extent to |
which it may aervé as a medium depends upon the policy
iollowed by the particular association as to the degree
of publicity given to data of thig character, upon the
efforts which the association'may make to inauce its
members to price their product in conformity with the
highest rates shown by current reports, and upon the ex-
tent to vhich the individual lumber produceré or sell-
ing organizations may use the data as a b..sis for price
control or informal understandings. Properly employed,
particularly vith a large degree of publicity, such in-
formation should serve to stabalize the lumber market
10 the advantage of both producer and consumer,

From the factors affecting lumber prices, vhich
have been given in this paper, a sumnarizing tanought
might be drawn, «ith the depletion of our virgin for-
ests, increasing lumber expor;s, and other sources of
drainage, prices will remainﬁa fairly constant high
level., It will take a general stabsalized organizution
of stumpage or timber owinership, the use of substitutes,
along with research vork in closer utilization to help

aid in maintaining a level which will eunable practically

all classes of people to use this vonderful resource.
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