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A  N e w  S i x t h  D i s t r i c t  I n d e x :  

L u m b e r ,  t h e  S o u t h ' s  S e c o n d  L a r g e s t  I n d u s t r y

R e c e n t  trends toward a more industrialized South have had 
the effect of obscuring somewhat the basic importance of 

lumber production. During the war interest was concentrated 
in munitions production, aircraft manufacture, and ship
building. Since its ending industrial planning for the South 
has been focused on the light-manufacturing industries, such 
as garment and food processing. The severe shortage of 
building materials for the national housing program, how
ever, has accentuated the fact that lumber production is one 
of the District’s major industries.

In reality it ranks in many Southern states second only to 
the processing of cotton and the manufacturing of textiles. In 
those six states that lie wholly or partly within the Sixth 
Federal Reserve District the Forest Service in 1942 counted 
10,813 sawmills. The total value of lumber products manu
factured in 1939 by 2,169 of these mills and basic-processing 
plants amounted to $151,022,502. This figure included the 
products of sawmills, veneer mills, and cooperage-stock 
plants, and also of logging camps and planing mills, but not 
the output of such establishments as furniture factories and 
other plants producing finished wooden products, paper, or 
other pulp products.

The lumber industry is now entering the postwar transition- 
ary period, with no certainty of what its future will be. 
Despite some downward trends, however, present indications 
are that the production of lumber is still an important part 
of the District economy. Estimates made in the first half of 
1946 showed more than 150,000 workers cutting and proces
sing saw timber in the region. As an industrial employer in 
the District lumber ranks second, with 16 percent of total 
manufacturing employment; textile production is first, with
20 percent, and food and food products is third, with 13 
percent.

Though the lumber industry composes the largest manufac
turing activity in one of the states, its part in the economic 
activity of some of the others is a relatively minor one. In 
Mississippi, according to estimates, 35 percent of all manu
facturing workers are employed in lumber and basic-timber- 
products industries. Twenty-two percent of manufacturing 
employment in Alabama is in the industry, which in that state 
ranks second only to cotton and textile manufacturing. In 
Louisiana 19 percent is in lumber, and in Florida 14 percent. 
Employment in the industry constituted 13 percent of total 
manufacturing in Georgia and 6 percent in Tennessee.

Because of the lumber industry’s importance to the Sixth 
Federal Reserve District, an index of production has been 
constructed to measure the activity in the Six States. Generally 
an index is of more value in economic analysis than is a 
computation of percentage changes from one period to an
other. It allows a comparison of any individual month or 
year with the 1935-39 average, or with any other period. An 
index, moreover, may be plotted to show a trend, or a change 
in trend, of the series being measured, and it may be adjusted 
for expected seasonal variations caused by the weather, buy
ers’ habits, or changes in the labor force.

Data furnished by the Forest Service, some of them pre
viously unpublished, have been used for the construction of

the lumber index. In some cases these data agree with figures 
compiled by the Bureau of the Census, but in others they 
differ because adjustments have been made in recent years to 
take into account the underreporting of small sawmills. Cur
rent figures are derived from the monthly estimates made by 
the regional forest experiment stations. According to the 
Forest Service, its sampling technique has been so developed 
that the chances of the estimated totals’, by regions, being 
within 5 percent of the true figures are two to one. In general 
these regional estimates are likely to be slightly more accurate 
than state estimates.

The daily average lumber production in each state is used 
to compute the index. This method prevents monthly varia
tions in the number of working days from affecting it. 
The period 1935-39 has been selected as the base period, in 
terms of which all other periods are compared. Therefore, 
the daily average production for that period is said to equal 
100, and the production in other periods is stated in terms of 
a percentage of the base. Back figures for each state and for 
the Six-State total have been compiled in the forms of an 
annual index from 1919 to date and a monthly index from 
October 1942 to the present. These figures, which are avail
able on request, show the past trends and present condition 
of the lumber industry in the District states.

The index of lumber production in Sixth District states 
furnishes a useful indicator for one of the main producing 
regions of the country. In the year 1945 the Sixth District 
states produced 22 percent of the nation’s total saw timber. 
Alabama and Georgia together accounted for half of this 
production, with 6 and 5 percent of the national total. Missis
sippi followed with 4 percent, while Louisiana accounted for
3 percent and Florida and Tennessee for 2 percent each.

In general the activity of an industry may be measured by 
its output. In other words, the short-run changes in employ
ment, pay rolls, and sales of a specific industry are reflected 
in its monthly production figures. The production index for 
the lumber industry not only will furnish a clue to conditions 
in the industry itself, but will give some indication, because 
of its importance in the District economy, of changes in all 
District business activity and, hence, District employment.

In periods of normal economic activity lumber-production 
and manufacturing-employment statistics in the Six States 
tend to follow similar courses. During the war, however, 
when there occurred a shift of the district labor force out of 
the basic industries into war manufacturing, lumber-produc
tion statistics were a less reliable indicator of the degree of 
employment. As the industries of the South return to the pre
war pattern, the course of employment figures may again 
show a close similarity to activity in the lumber industry 
measured by the index of production.

Like many other business activities, the production of lum
ber varies from month to month according to the influence of 
weather, the habits of producers, and variations in the supply 
of labor. These expected monthly changes in the pattern of 
production may be determined mathematically. An index of 
production may therefore be adjusted so as to minimize 
seasonal variations. In this way it is possible to determine
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whether lumber production is actually increasing or decreas
ing, apart from the relative changes from month to month 
that are caused by recurring changes in weather, in producers’ 
habits, or in the labor supply. The December index of lumber 
production is always expected to be lower than the November 
index, for example, since inclement winter weather usually 
causes a curtailment of logging operations. In addition De
cember and January lumber production is low because of a 
customary long vacation period, during which the mills per
form maintenance work and take inventories. The December 
index, however, when corrected for these seasonal variations 
may actually show an increase over the November index if the 
December production did not decline as much as would 
normally have been expected.

Seasonal-adjustment factors have been computed for each 
state as well as for the Six States as a whole. These factors 
reveal certain characteristics of the lumber industry in the 
South. They show, for example, that in the states of Alabama, 
Georgia, and Mississippi particularly, production may be ex
pected to decline in the late spring and again in the fall. 
These declines coincide with the increases in requirements for 
labor in the cotton fields during the planting and chopping 
seasons in the spring and the picking season in the fall. Varia
tion in labor supply at these times appears to be the control
ling factor since many workers in this industry are only part- 
time employees who supplement their agricultural income by 
working in the woods and mills during slack farming seasons. 
For Tennessee, the index of lumber production shows a great 
deal more variation between the winter and summer months, 
because the severity of the winters there is a hindrance to 
logging operations. In Florida, on the other hand, production 
remains at a relatively high level all spring but declines dur
ing the summer months, when the rainy season sets in.

In this District lumbering is often a part-time farm opera
tion. The difference between the price of the dominant farm 
crop and the price of lumber may determine somewhat the 
extent to which farmers and other farm workers find it more 
profitable to use equipment, in the form of idle sawmills, for 
the cutting of farm-owned timber than to engage in their 
normal farming activity. At any time when the return on 
lumbering is higher than the return on farming, in other 
words, the number of low-cost sawmills will tend to increase.

Prices and profits of the larger operators in the District are 
peculiarly sensitive in downward swings of the business cycle 
because the number of low-cost competing firms increases. 
At these times farmers tend to supplement their reduced in
come by cutting farm woodlots. The small mill operators, 
having an advantage over the larger mills in overhead costs, 
may sell lumber for a price below that the larger mills must 
ask in order to obtain their required margins of profit. There
fore there is a relative increase in the number of competing 
low-cost operators and a consequent depression of prices.

Even in periods when the prices of farm products are high, 
as they are at present, if the demand for lumber is extra
ordinarily great, many small sawmills may operate on farm- 
owned timber tracts and agricultural labor may be diverted 
into the manufacture of lumber. Thus there may be in pros
perous times also an increase in the number of competing 
low-cost producers, and increases in prices may be moderated.

One characteristic common to most durable-goods industries 
is that production during booms tends to go beyond the level 
of normal consumption. Stocks are thus built up to a point 
beyond that required for normal trade. When a break in con-
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COMPARISON OF 1945 LUMBER PRODUCTION AND 1946-47 GOALS 
(Production in Thousands of Board Feet)

Place Production Goals Percent Increased Needed to Meet Goals1945 1946 1947 1946 1947
Alabama............... 1,593 1,850 2,100 ,16 32
Florida................. 431 575 650 33 51
Georgia............... 1,409 1,725 1,950 22 38
Louisiana.............. 801 1,095 1,220 37 52
Mississippi............. 1,180 1,630 ,1,830 38 55
Tennessee............. 659 675 750 2 14
Sixth District States.. 6,074 7,550 8,500 24 40
United States......... 27,951 32,000 36,000 14 28

1
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struction activity occurs lumber producers, therefore, fre
quently find the market oversupplied. As a result of this over
supply, the depression of prices and production is then 
greater than it might have been if production had been more 
closely related to demand.

During the war, however, the reverse was true. Wartime 
control measures, including an allocation of manpower and 
equipment, prevented the normal expansion of the lumber in
dustry in proportion to the expansion of construction activity. 
Therefore, stocks were depleted in attempts to satisfy the de
mand for lumber. This depletion necessitated an increase of 
production facilities, not only to meet the current demand 
for lumber but increase inventories to the point normally re
quired by the building trade. Government agencies estimate 
that four billion board feet of lumber are needed to bring 
stocks up to a normal working level. This figure represents 
about one seventh of the 1945 production.

In addition to reflecting seasonal variations and cyclical 
movements, the data on lumber show certain long-term di
rections, or “secular” trends. This secular trend in the Sixth 
District has been downward since 1919. In some of the states 
it has been more so than in others. Florida and Louisiana 
have suffered particularly severe secular declines. In Georgia, 
however, lumber production has climbed, and during the war 
it reached an all-time peak for the state.

There are a number of reasons for the decline in Florida 
and Louisiana. Both these states have past histories of heavy 
lumber production. In the course of time a number of large 
mills in Louisiana exhausted their immediate timber resources 
and, faced by rising costs, began curtailing operations or 
transferring their plants to other regions, particularly to the 
Pacific Northwest. Lumber production in Florida, on the other 
hand, has declined because of a combination of circumstances. 
Although forests cover almost 67 percent of the total land 
area of that state, an abnormally high percentage of the com
mercial forest land has been either poor- or non-restocking in 
character. In other words, Florida forests in general have had 
slow replacement growth after the first growth was cut. 
Furthermore, despite a high outlay for fire protection, Florida 
annually has large losses of both mature timber and seedlings.

Contrary to the general picture of declining timber opera
tions in the South as a whole, in Georgia, where operators cut 
more lumber at the peak of war production in 1942 than ever 
before, the secular trend appears to be rising. The degree of 
past utilization of timber resources in Georgia contrasted 
with that in the other states of the District may partly ex
plain this trend.

The degree of such utilization has been largely responsible 
for the present relative scarcity or abundance of timber land 
in the various states. Seemingly a significant indicator of this 
degree of utilization is the type of forest-land ownership. 
Logging operations prior to the 1920’s were usually carried 
on by permanent sawmills that represented great capital in
vestments. To insure an adequate source of supply and justify 
their original investment many operators purchased large 
holdings of timber land. In Florida 80 percent of the forest 
land, and in Louisiana 75 percent, is in industrial ownership. 
Formerly large operators in general maximized their produc
tion by intensive cutting, though recently they have taken the 
lead in advocating conservation methods. Overcutting by 
industrial owners in the past, however, has constituted a 
factor in the decline of forest resources in those states.
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On the other hand, in Georgia 56 percent of the forest land 
is farm owned and only 41 percent industrially owned. Large 
operators were hesitant to build mills in some areas, and, as a 
result, only in relatively recent years have these sections of 
the state had adequate sawmilling facilities. With the advent 
of the small portable mill, however, the cutting of small 
farm-owned timber tracts has been more profitable, and the 
present increase in Georgia lumber production may be par
tially accounted for by that development.

In addition to the above factors, the geographical develop
ment of the lumber industry in the South has been a con
tributory cause to the differences in the present rates of pro
duction in the various states. Georgia was the earliest state of 
the District to undergo extensive lumber operations. In the 
1880’s the industry was centered there, later migrating west
ward as well as south into Florida. Since Georgia was the 
first state in the District to be a base of operations, cutting 
was not as intensive as it was in the states that were cut over 
later and restocking followed more quickly. Second-growth 
timber, moreover, has had a longer time to mature in Georgia.

The South’s forest resources are a permanent part of its 
natural wealth, and there is little danger of any real ex
haustion of its timber. Forests cover more than half of the 
land area of the Six States. In addition, the growth of soft
wood trees is extremely rapid in most of the states. There has 
been, however, a depletion of the old-growth trees that furnish 
prime-quality lumber, and second-growth tree stands lack the 
quality of the old growth stands. In a recent estimate of 
timber resources in the South published by the Southern 
Forest Experiment Station it was revealed that though timber 
of a size suitable for lumber had declined about 14 percent 
since the middle of the 1930’s when the initial surveys were 
made, the total growing stock of the region had declined only 
a negligible amount.

Along with this decline in saw-log growing stock, a shift 
of production into less accessible areas has taken place. 
Timber is now being cut in swamps and on hillsides that were 
formerly considered inaccessible areas. New logging methods 
and equipment have been developed so that these areas can be 
profitably cut, but these innovations have also increased the 
costs of production. The cost increases have partially ac
counted for the decline in lumber production.

The secular decline in lumber production alone does not 
mean that timber resources are diminishing in importance. 
Though less lumber may be produced from second-growth 
timber, as it is compared with first growth, other uses have 
been developed for these stands. In a great many cases the 
growth of industries that utilize wood pulp has offset the 
decline of forest resources available for saw-timber produc
tion and the consequent abandonment of sawmill operations 
in certain communities. Many plants in recent years have 
gone into fields of cellulose extraction, kraft-paper making, 
and pulp and pulp-board manufacturing. These industries are 
able to use the young second-growth timber that is available 
in areas where sawmilling is no longer an important industry. 
Thus both in Florida and in Louisiana pulp and paper pro
duction has increased. At least one sawmill operator in 
Florida, foreseeing the end of saw-log production because of 
a lack of suitable timber resources in his area, is now mak
ing plans to convert his operation to pulp processing for 
which he will utilize the young pulpwood-sized trees that have 
grown up on formerly cut-over land.

The downward secular trend, moreover, should not be in

terpreted to indicate the eventual extinction of the lumber in
dustry in the South. Such is not the case. At some time in the 
future the downward direction of the trend, it may be ex
pected, will cease and a period of relatively constant produc
tion may well set in. If advanced forestry techniques that 
would assure a more nearly constant source of supply of 
timber resources are applied, the production of lumber may 
take on the nature of a timber-crop-harvesting operation 
rather than that of an operation tending to deplete natural 
resources.

Depending upon the degree of accuracy with which it meas
ures past performance, an index may be used to make cau
tious predictions of future behavior. The District, with the 
country as a whole, is now entering a period of expanding 
residential construction that will probably outdistance any
thing seen since the housing boom in the 1920’s. A recent 
survey by the Bureau of Agricultural Economics estimates 
that 3.1 million spending units have indicated intentions of 
probably or definitely buying houses. To satisfy this demand, 
in view of the current short supply of housing, a large vol
ume of new residential construction is anticipated. Despite 
the development of new building materials a fairly safe as
sumption is that no radical change may occur in the housing 
styles most in demand and lumber therefore will still be one 
of the principal building materials.

A study of the 1920 boom as depicted in the District index 
of lumber production permits some tentative conclusions re
garding the probable reaction of the Southern lumber in
dustry in the years immediately ahead. Present schedules call 
for beginning the construction of 2.4 million permanent hous
ing units in the United States in the two-year period 1946-47. 
At the peak of the building boom in the 1920’s only slightly 
more than 900,000 housing units were produced in any 
single year. The present housing goal represents a large po
tential demand for Southern lumber, since housing booms in 
the United States are characterized by the erection of 
numerous frame dwellings constructed from softwood lumber, 
of which the South furnishes a high percentage.

In a recent estimate of the cost of building an average 
$12,000 home in New York City, it was calculated that 31.8 
percent of the total represented the cost of lumber and lumber 
products. The percentage of total cost represented by lumber 
tends to be even higher in less expensive homes. Although a 
large percentage of District lumber is consumed in the South, 
much of it is sold in the East and Midwest, to which the 
Southern industry has a distance advantage over some of the 
other major producing regions. On the basis of past per
formances, the lumber industry in the District should benefit 
more than the industry in the nation as a whole from such an 
increased demand for building materials.

Lumber production in the South appears better able to re
spond to increased demand than does the industry in other 
regions, because of the large number of small mills that 
characterize the industry in the South. These small mills have 
an advantage over the larger mills in that their fixed costs 
make up a relatively smaller proportion of their total costs 
and they are therefore better able to adjust production to 
market demands and price trends. Of the 10,813 sawmills 
counted by the Forest Service in the Six States in 1942, 1,414 
were idle or out of business. These idle mills represent a po
tential addition to operating facilities when, and if, a resump
tion of production becomes profitable.

A comparison of the index of lumber production in the
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District with that of lumber production in the nation shows 
that Sixth District production increased more than national 
production during the residential building boom of the 1920’s 
and again during the flurry of military building in the early 
part of World War II. Further, it is fairly conclusively shown 
that during a housing boom the percentage of total lumber 
production accounted for by the Sixth District's higher than 
it is in other periods. The rise is particularly striking in the 
first half of such a boom period. For instance, in 1915 the Six 
States accounted for 24 percent of the nation’s total lumber 
output, but in the years from 1921 through 1925 they ac
counted for 30 percent or more of the total. When residential 
construction activity began to decline in 1926 the District’s 
share of total lumber production also declined until, in 1931, 
the South was again producing only 24 percent of the national 
total. Whether a similar reaction occurs during the current 
residential building boom remains to be seen, although such 
an occurrence appears probable.

The anticipated increase in production activity does not 
necessarily mean that any large expansion in the physical 
equipment of the lumber industry is taking place. For the 
most part this expansion of production may be made possible 
by the return of idle sawmills to production. Although some 
capital is being expended for the purpose of providing addi
tional production facilities, the greater part of investment is 
for the mechanization and modernization of operations as 
well as for the replacement of worn equipment.

In setting its 1946 and 1947 goals for lumber production, 
the Civilian Production Administration has recognized that 
the Southern lumber industry has greater ability to expand 
production than has the industry in some of the other regions. 
An accompanying table shows the state goals set by the CPA 
and the percentage increases over the 1945 production neces
sary to attain these goals. The quota for the District as a 
whole agrees fairly closely with estimates of the area’s ability, 
based on past performance, to expand its lumber production.

Though the activity of the lumber industry will un
doubtedly expand in the postwar building boom, this antici
pated expansion is less than that of most of other fields. Fore
casts of the 1947 national lumber market compiled by the 
Committee for Economic Development in August 1945 antici
pate an increase of 25.9 percent over the 1939 level. Though 
this figure may seem large in itself, compared to other in
dustry groups, it is relatively small. Of 20 groups surveyed, 
the lumber and timber-basic-products industry ranked eigh
teenth according to the degree of market expansion antici
pated.

At present the lumber industry in the South appears to be 
entering a period of transition, during which significant 
changes may develop. Since it is so vital an economic activity 
of the District, a regular reporting of measurements of that 
activity seems imperative. The index of lumber production 
that makes its initial appearance on this page will satisfy that 
need and, at the same time, aid in measuring general business 
activity in the section.

T h o m a s  R. A t k i n s o n

S ix th  D is t r ic t  In d e x es

DEPARTMENT STORE SALES*
Adjusted** Unadjusted

June1946 fiS June,1946
DISTRICT......... 366 365 300 275 306 225

429 394 345 304 341 245Baton Rouge... 409 388 320 318 333 249Birmingham— 346 324 277 269 289 216Chattanooga... 442 364 326 312 348 230Jackson.........Jacksonville--
Knoxville......

378 318 320 264 296 224
443 440 376 364 389 300
386 373 273 276 335 266
35*1 336 294 250 303 209Miami............ 422 393 326 238 268 184Montgomery... 378 332 312 270 287 223Nashville...... 475 433 341 335 389 241New Orleans... 301 303 248 229 274 188Tampa.......... 485 437 378 354 381 276

DEPARTMENT STORE STOCKS
Adjusted** Unadjusted

IsiS
June1946 June1946 Im!

DISTRICT 267 252 198 275 255 204430 430 295 416 394 286Birmingham__ 231 209 185 209 196 >168Montgomery... 290 343 298 232 313 236Nashville........ 508 414 377 439 386 326New Orleans.. 222 198 134 203 185 123

COTTON CONSUMPTION* COAL PRODUCTION*
July1946

June
4946 July1945 & June1946 i&

TOTAL............. 143 16.1 .137 164 174 .163Alabama........ •145 .168 137 173 il85 177Georgia......... 145 161 138Tennessee..... 118 130 121 142 i49 i33

LUMBER PRODUCTION*
Adjusted** Unadjusted

June
1946 May1946 June

1945 June
1946

May
1946 June*

1945
SIX STATES 130 124 107 132 122 108Alabama........ 129 133 132 136 133 139Florida.......... 108 123 63 .103 126 60Georgia......... 145 139 1S1 154 138 160Louisiana...... 90 78 71 91 78 72Mississippi..... 135 112 87 128 108 83Tennessee..... 197 .194 .125 224 194 142

MANUFACTURING
EMPLOYMENT*** GASOLINE TAX 

COLLECTIONS
June1946 May

1946 June1945 June1946 \t&
SIX STATES 135 134r 137 152 155 110Alabama........ 138 138r 166 157 166 115Florida.......... 111 114 127 134 149 97Georgia......... 131 l?,9r 131 145 151 108Louisiana...... 135 134r 142 139 147 104Mississippi..... 141 138r 125 .144 158 114Tennessee...... 144 143r 125 193 163 ,132

CONSUMERS' PRICE INDEX ELECTRIC POWER PRODUCTION*
June
1946

Mav
1946 June1945 June

1946
Mav
1946 June

1945
ALL ITEMS..Food........

Clothing...Rent........
Fuel, elec., and ice.. 
Home furnishings.
Misc.......Purchasing 

power of dollar__

137
150153
115
112
153133

.73

135147
151115
111
154r
132

.74

133146142 
114
110
143 129

.75

SIX STATES. Hydrogenerated . 
Fuel

generated. .

251
278
216

246
295
181r

272
241
313

ANNUAL RATE OF TURNOVER OF 
DEMAND DEPOSITS

I t t
June1946

Unadjusted.. 
Adjusted**... 
Inaex**......

16.3
17.3 66.8

16.116.664.1
14.715.6
60.3CRUDE PETROLEUM PRODUCTION 

IN COASTAL LOUISIANA AND MISSISSIPPI* *Daily average basis 
**Adjusted for seasonal variation 

***1939 monthly average* 100; other 
indexes, 1935-39=100 r=Revised

t t
June1946

Unadjusted.. 
Adjusted**...

218
218 213

215
208
208
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