
S o u t h e r n  P i n e  I n d u s t r y  F a c e s  C h a l l e n g e

In the Sixth Federal Reserve District, more people depend 
on wood products industries for their livelihood than on 
any other type of manufacturing. Marked differences in 
trends within this group of industries in the last few years, 
therefore, are of widespread interest. The rapid expansion 
in the paper industry, for example, has been noteworthy, 
but the contraction in lumbering, the most important of the 
forest product industries, has caused some concern. Be
tween 1947 and 1954, employment in lumber and furniture 
declined 22 percent in District states; between 1947 and
1953, output of all types of lumber fell about 15 percent.

Producers of Southern yellow pine, which accounts for 
about two-thirds of this area’s lumber output, had special 
cause to lament. Many mills went out of business and one- 
fourth of the operating companies showed no profit at all 
in 1954, according to the Southern Pine Industry Com
mittee. Production of Southern pine tumbled from about
4.8 billion board feet in 1947 to about 3.8 billion in 1953 
in District states, where about one-half of the nation’s 
output is produced.

These declines were part of a secular downtrend that 
began in the District in 1925. Large-scale operations had 
characterized the preceding era, and after the virgin forests 
had become practically depleted, many big operators 
moved to the Pacific Northwest. In 1919, the District 
states produced 29 percent of total lumber output in the 
nation; by 1953 the proportion had fallen to 17 percent.

Economic C ontribution
Although less so than in the past, lumbering still makes a 
tremendous economic contribution in every District state. 
Second only to textile manufacturing, lumber and wood 
products (excluding furniture) provided jobs to some
160,000 District workers in 1954, or about one-sixth of 
total manufacturing employees. Scattered throughout the 
region and often located in rural areas, sawmill opera
tions are a major source of cash income in many small com
munities. Southern pine provides the raw material for other 
District industries, such as naval stores and paper.

Manufacturing and Lumber Employment
District States, 1947-55*

p e rc e n t p e rc e n t

The basic process in manufacturing Southern pine is 
similar to that used for other types of wood. Trees are 
felled, limbed, and cut into suitable lengths. The resulting 
logs are then skidded to a central place where they are 
loaded on a vehicle and hauled to a sawmill. Here the logs 
are fed through a saw that reduces them to boards or planks 
of the desired thickness, after which they are conveyed to 
edgers and trimmers. The lumber is then ready to be air- 
or kiln-dried for seasoning purposes and is later graded and 
sorted. Finally, in a planing mill, the rough dry lumber is 
dressed smooth and sometimes further processed.

Structure
The nature of the timber resources has imposed special 
characteristics on the Southern pine industry. Generally of 
second or third growth and principally found in small scat
tered tracts, the timberstands in this region lend themselves 
best to small operations. That small operators are the prin
cipal lumber producers is evident from Census data. Num
bering about 11,000 in 1947, small-size mills (those pro
ducing less than three million board feet annually) com
prised 96 percent of the mill population in District states 
and produced almost two-thirds of the total lumber.

The Southern pine industry is also known for a high 
rate of turnover in number of mills. In 1947, a fairly good 
year from a market standpoint, some 1,432 mills in District 
states were idle and 545 new ones were organized. The 
ease with which firms enter this business reflects the 
insignificant amounts of capital and manpower neces
sary. The equipment required for starting a small mill that 
saws approximately 5,000 board feet of lumber daily costs 
less than $10,000, and such a mill can be operated with 
about eight men, excluding loggers.

Many of the District’s small sawmills are of the portable 
type. Operating in the midst of a small timberstand, they 
can be easily moved to another tract when the supply 
of available logs has been exhausted. Typically, such mills 
are the properties of part-time farmers or small business
men. In some instances, they employ loggers, although 
many producers now obtain their logs from contractors, 
which eliminates the purchase and upkeep of logging equip
ment as well as the supervision of the logging crew.

That small producers usually do not have finishing ma
chines and facilities for seasoning has given rise to an im
portant processing and manufacturing establishment—the 
concentration yard. These yards buy, from small sawmill 
operators, rough green lumber which they season, dress, 
and grade and eventually sell, either to outside markets or 
directly to local users. Some concentration yards also oper
ate a permanent sawmill or one or more portable sawmills.

Although fewer in number than small mills, large saw
milling establishments still account for a fairly important 
share of total production. These mills are permanent instal
lations with an elaborate plant for manufacturing finished 
lumber, including dry-kilns and planing facilities. Some
times they cut hardwood as well as pine. Unlike the typical 
small operator, they usually possess timber tracts of their
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own. But because the sawtimber on his own land may 
fall short of his everyday log requirements and because he 
may wish to build up his forest, the large operator is 
commonly obliged to buy stumpage (standing timber) 
and, to a lesser extent, green lumber from small mills.

Financing
Lumber producers obtain their capital from various 
sources. Concentration yards frequently finance the small 
mills. If a yard extends a loan to finance timber purchases, 
the mill must contract to sell its output to that yard until 
the obligation is discharged. Some District bankers also lend 
to small operators, but others consider many of them poor 
risks because of their unstable nature and inadequacy of in
vested capital. The larger concern, however, often has its 
own funds to finance production and distribution, but some
times large firms do borrow from banks for short periods.

Lumber concerns use borrowed funds primarily to carry 
inventories and to purchase timber and equipment. Since 
sawmills usually must pay for timber as soon as it is cut, 
some banks accommodate them by lending against timber 
contracts. To the extent that the larger mills do not market 
their lumber until after it is properly seasoned and must 
carry various grades of finished lumber in stock, substan
tial amounts of working capital become tied up. Some Dis
trict banks, therefore, advance funds against inventories— 
commonly by a field warehousing arrangement. In lumber
ing, this technique is highly specialized and complex, since 
lumber is poorly suited as collateral. Banks that engage in 
equipment financing often prefer to lend on trucks rather 
than on specialized machinery and, since much of the 
lumbering equipment wears out quickly, they often insist 
on rapid repayment.

Loss o f  M ark ets
Known for its strength and nail-holding power, Southern 
pine has many sales outlets. Its most extensive use is in the 
building of homes, but large quantities go into the produc
tion of boxes and crates; lesser amounts are used in railway 
construction and other industrial fields.

The industry has recently suffered a declining market for

its products. In residential building, for example, lumber 
consumption dropped, according to the Stanford Research 
Institute, from 18,900 board feet per dwelling unit in 
1920 to 10,520 board feet in 1953. About one-half of 
this decline is attributable to the use of competing ma
terials; the remainder to changes in size and architecture 
of homes. The use of lumber fell more rapidly between 
1950 and 1953 than it did in the previous thirty years, 
according to the same report, because of a change in trend 
to low-cost, slab-type construction.

C om petition  from  D o u g la s  Fir
Additional competition has come from brick, tile, sheet 
rock, and concrete and from other forest products, such 
as paperboard, masonite, veneer, and plywood, as well as 
from other types of lumber. Inroads by Western soft 
woods have been a particular source of difficulty to South
ern pine producers. Whereas total consumption of Southern 
pine fell 8 percent between 1947 and 1954, Douglas fir 
consumption rose 21 percent. The severity of this com
petition is reflected by rising shipments of Douglas fir into 
the Southern pine producing states themselves, despite 
freight costs that are equivalent to as much as 50 percent 
of the f. o. b. mill price (per 1,000 board feet). Southern 
producers find it even more difficult to compete in Northern 
states, to which they once shipped large quantities.

The Western mills’ ability to outsell Southern pine pro
ducers is largely attributable to their lower costs. It takes 
from one-third to one-half as many manhours to log and 
manufacture 1,000 board feet of Douglas fir as it does to 
produce a like amount of Southern pine. This is because 
in the West, trees are much larger, volume per acre is 
higher, and mechanization is greater and, therefore, the 
wage levels and proportion of skilled workers are higher.

In creasin g  C osts
Rising costs in manufacturing Southern pine have made for 
additional pressure, especially since wholesale pine prices 
have been held down. Stumpage prices, which to the typical 
small producer constitute the largest portion of his total 
costs, have shown a sharp upward trend since 1949. Many 
mill owners in the District consider this the principal cause 
for the declining number of mills and lowered production. 
Declines in the local supply of suitable timber and in the 
large-size and high-quality trees in many areas are respon
sible for the higher stumpage prices. Also, an increasing 
number of timberland owners have learned that they can 
enhance the value of their tracts by careful management 
and they have become reluctant to sell except at unusually 
good prices. Loss of skilled labor to industries offering 
higher wages has also increased costs to pine producers.

Sawmill operators have made concerted efforts to reduce 
their work force by increased mechanization. The use of 
power chain saws has become more widespread, and the 
replacement of animals with tractors has continued. Even 
portable mills often have chain saws and tractors. At the 
larger mills, handling of materials has become highly mech
anized. Furthermore, within the last few years an increas
ing number of mills have installed debarking machines, 
which strip the bark from the logs before sawing. The 
outside pieces of the log left after sawing, or slabs, are
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made into chips for sale to pulp mills. Since this reduces 
the cost of producing the lumber by about four dollars per
1,000 board feet, sawmills that have the equipment gain a 
considerable advantage over those that do not. A con
comitant benefit of this development is the reduction in 
the waste common to some sawmill operators.

Future
The most immediate problem confronting the industry is 
the increase in the minimum hourly wage from 75 cents to 
one dollar. More than four-fifths of the workers in Southern 
pine sawmills in early 1955, but few lumber workers else
where, earned less than the new minimum. To offset this 
comparative disadvantage, Southern pine producers will be 
forced to mechanize further. Since the nature of small saw
milling operations severely limits the application of ma
chinery, the larger mills are likely to become more im
portant at the expense of the smaller ones.

The quality of the finished pine lumber produced in the 
future will be a strong determinant of sales and production. 
A good deal of Southern pine that was sold immediately 
after World War II lacked proper seasoning, according to 
some observers, and therefore, caused considerable con
sumer resistance. Standard grading rules, which require 
that lumber be dried to certain specifications, have been 
adopted by more and more producers, but they still cover 
only little more than half of the total Southern pine output.

Markets for Southern pine will depend heavily on the 
level of housing and industrial activity and on scientific de

velopments in lumber substitutes. According to the afore
mentioned Stanford Report, the amount of lumber per 
dwelling unit will decline still further.

Another potentially adverse factor is the effects on saw- 
timber prices of a possible sharp expansion in demands for 
logs by pulpwood producers. Moreover, the better-quality 
species of Southern pine sawtimber apparently is still 
declining in some areas.

On the other side of the ledger are a number of favorable 
elements for the future. According to the United States 
Forest Service the annual rate of growth of softwood saw
timber in District states in 1952 was 12 percent greater 
than the drain on sawtimber for all purposes. Although the 
productivity of recently cut lands, especially on small 
private ownership lands, is still relatively poor in the South, 
improved management practices induced by tree-farm and 
other programs are beginning to pay dividends.

Another favorable aspect is that the average rate of 
growth of Southern pine is greater than that of woods in 
most other parts of the country. And since the Pacific 
Northwest will eventually exhaust its virgin timber, com
petition from that area will probably diminish. Finally, 
greater development of new products made of Southern 
pine and the creation of new markets for present products 
are foreseeable. One of the most promising developments 
of this type is the use of glued laminated construction. The 
Southern pine industry will undoubtedly continue to make 
a substantial economic contribution in this region.

Harry Brandt

Banking Facilities Keep Pace with Prosperous South
A substantial addition to the number of banking facilities 
has accompanied a growth of banking resources in the 
Sixth District states during the war and postwar periods. 
There were 391 more banking offices here at the end of
1954 than there had been at the end of 1939; this number 
includes 190 new banks and 201 new branches. It appears 
likely that by the end of 1955, there will have been an 
addition of 60 more new offices. The figure 391 repre
sents an increase of 27 percent, which compares with one 
of only 13 percent for the nation as a whole. Like the 
increase in banking resources, it reflects the area’s greater- 
than-national rate of expansion.

Commercial banks help in the smooth functioning of the 
economy in many other ways besides granting credit. 
Among the many services they provide, they give their cus
tomers a safe place to keep their funds and they furnish a 
means of convenient payment in the form of checks. To 
provide these services, a commercial banking system must 
have not only adequate resources but also banking offices 
that are conveniently accessible to its customers.

How many banking offices an area can support, how
ever, is more than a matter of how many people live in the 
area; it is a matter of the amount of financial resources of 
the community. The success of a new banking office de

pends upon its ability to attract and retain the deposits 
needed to insure a profitable operation and upon the 
potential loan demand in the area. Persons interested in 
opening a banking office, therefore, usually make a study 
of the resources available in the community to determine 
the need for such an establishment. Thus it has been the 
growth in financial resources in the District that has made 
possible the new banking facilities. In 1939, per-capita 
deposits amounted to $170 in the District states; at present 
the figure is $679.

The pattern of location and type of office opened have 
varied from state to state within the District, depending on 
population shifts, on economic changes, and on banking 
legislation. State laws are the most important factor de
termining the type of new banking office.

In terms of net additions, Florida, which prohibits 
branch banking, has met the needs of its growing com
munities by opening 59 new banks since 1939. In Georgia, 
where banks may open branches in the city of the main 
office provided the city has a population of 80,000 or over, 
the new offices consisted of 80 banks and 25 branches. In 
other states where branches are permitted in the same 
county as the parent bank, greater relative use of branches 
was made. In Alabama, 25 new banks and 13 branches
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