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Wood Processing Industries in the Eighth District

The forests of the Eighth District constitute one 
of the most important natural resources in the 
region. A substantial part of the district’s income 
is derived directly or indirectly from our timber 
resources. The production and marketing of timber 
is the primary source of income to commercial forest 
operators and a welcome supplemental income to 
many farmers and other owners of small wood lots.

In addition to the direct return from growing 
and selling trees is that income which results from 
the processing of timber into lumber and finished 
wood products, and into many other products which 
require wood as a raw material. In mid-March of
1946 (the latest date for which such data are avail
able) there were more than 7,000 establishments 
in district states in the business of producing lum
ber, and manufacturing finished wood products. 
In addition, there were almost 600 establishments 
in the pulp and paper industry which depends 
mostly on forest products as a raw materials source, 
and a number of other plants manufacturing items 
(such as certain chemical products) made from 
forest resources. In the basic and finished lumber 
industries approximately 190,000 workers were em
ployed and taxable payrolls during the first three 
months of that year totaled $74 million (an unad
justed annual rate of $295 million).1 Eight per cent 
of manufacturing employment and 6 per cent of 
manufacturing payrolls were reported by these 
forest products industries. In the paper and allied 
products lines, 60,000 workers and $30 million in

1 Based on reports tabulated for establishments reporting under the 
O A S I program. c

This article is the first of two on the indus
tries using forest products as a raw material 
and on the possibilities of industrial expan
sion in these lines. In the December, 1947 
Review an appraisal of the district’s forest 
resources and of possibilities for increasing 
income to the landowner from timber under 
good management was given. The present 
article is designed to point out salient fea
tures of the existing wood processing indus
try in the district and the following article 
to appraise potential growth of industry 
through increased output from the district 
forests and through shifts in the pattern of 
the district industry.

quarterly taxable payrolls were reported, 2.5 per 
cent each of manufacturing employment and pay
rolls, respectively.

The proportion of jobs and incomes from these 
industries varies considerably from state to state. 
In Arkansas, for example, the basic and finished 
lumber industries plus pulp and paper lines ac
counted for 55 per cent of the manufacturing em
ployment and 49 per cent of the payrolls. In 
Mississippi, 44 per cent of all manufacturing em
ployment and almost half of the payrolls were pro
vided by these plants. At the other extreme was 
Indiana where they represented only 7 per cent of 
employment and 6 per cent of manufacturing pay
rolls.
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Average employment and payrolls for the full 
year 1946 and probably for 1947 undoubtedly were 
larger than is indicated by figures based on opera
tions in the first quarter of 1946. Activity in the 
first quarter, particularly in basic lumber produc
tion, is near the seasonal low point for the year. 
In addition, logging operations and lumber produc
tion in the early part of 1946 were curtailed con
siderably by adverse weather conditions in many 
sections of the district.

Unfortunately, there appears to be a sizable gap 
between the amount of income presently being real
ized from the production of timber, as well as its 
processing into finished products, and the potential 
income that could accrue to the district from these 
sources. The original article in this series indicated 
that timber production, and hence income, in most 
parts of the district might be increased substantially 
if known timber management practices were applied 
to the wood lots and forest tracts of the area. Fur
ther study suggests that district income can be 
increased through the development of the wood- 
products industries.

There are three general directions in which a 
further development of the wood processing indus
tries might take place. First, the industry might be 
expanded along the lines of its present pattern, 
which would call for larger output from the dis
trict’s forests—as pointed out in the earlier article, 
a definite possibility if management practices are 
improved. Second, expansion could take place in 
the form of new industries—not only those that are 
new to the district but also those new in technology. 
Included here would be processes based on utiliza
tion of waste wood materials and their conversion 
into synthetic wood products and laminated and 
molded materials, and operations which transform 
wood into items far different from the original ma
terial—for example, molasses from oak chips. This 
also would call for increased forest yields. Third, 
expansion might occur through shifting emphasis 
from some present uses and providing for more 
processing—for example, less raw lumber shipped 
and more used as material for finished wood prod
ucts. Depending on the extent of markets, this 
might or might not call for increased output from 
the forests.

Actually, 'expansion probably should proceed 
along all three lines, providing that the district’s 
forests can be brought to yield increasing output in 
sufficient volume to meet increased demand.

WOOD PROCESSING
The process of converting timber into finished 

wood products or products based on wood begins 
at the time the tree is cut, and the various process
ing plants are classified in several general industry 
groups. Two of these, where the main change from 
the tree to the product is physical, are the basic 
timber and the finished lumber products industries. 
Logging operations, sawmills, planing mills, coop
erage stock mills, veneer mills, and plywood mills 
constitute the basic industries. A large part of the 
final product of the basic industries is sold as raw 
lumber and used as such in construction, crating, 
etc. The balance becomes the raw material used 
in the furniture and other finished lumber products 
industries. Included in this group are the host of 
factories manufacturing wood products ranging 
from matches to freight cars.

The other major industry group processing wood 
is the paper and allied products industry. Here 
the basic line is pulp mills, and the finished prod
ucts, paper and items made from paper. In addition, 
however, various lines in other industries use wood 
as a raw material— notably some chemical processes.

THE BASIC INDUSTRIES
A downward trend has characterized the basic 

lumber industry in the Eighth District for the past 
quarter century despite wartime expansion. In the 
twenty years from 1919 to 1939 the number of basic 
lumber plants in the seven district states decreased 
from 7,500 to less than 2,OOO.2 The number of 
workers employed fell from 115,000 to 61,000 and 
total annual wage payments declined from $101 
million to $40 million.

During the war period, however, there was a 
rapid increase in basic industries as lumber produc
tion was expanded to meet wartime requirements. 
This was especially true of sawmills and planing 
mills.

The basic industries in the district states are 
heavily concentrated, geographically, since they 
must of necessity be located near the source of their 
raw materials. In the case of logging camps, this 
location factor is obvious. Thus it is to be expected 
that about nine-tenths of the district states’ logging 
camps were in Arkansas and Mississippi where the 
largest timber tracts are located.

To a somewhat lesser extent, sawmill and plan
ing mill operations also are concentrated in these 
two states. However, the development of small 
portable-type sawmills, together with the increase

2 The discussion is in terms of the seven district states because exact 
data are not available for the district proper. O f the 2,000 plants noted, 
somewhat more than half were in the district proper. Most of the 
logging camps, and more than half of the sawmills, were in the district 
proper. About the same situation prevails today.
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in hard-surfaced roads and the use of trucks for 
transportation, has tended to diffuse operations at 
this level in the industry.

Today the vast majority of lumber manufacturing 
plants in this district are small. This also was 
characteristic of prewar plants since long-term 
influences, related directly to the condition of the 
timber resources, exerted pressure in this direction 
for a number of years. In addition, however, the 
tremendous wartime and postwar demand for lum
ber greatly stimulated the establishment of new, 
small-scale plants, particularly sawmills.

Sawmill Operations Affected by Timber Manage
ment Practices—For many years lack of concern 
for the future of our timberland, which found ex
pression in the policy of “ cutting and getting out” , 
resulted in a significant decline in the number of 
large timber tracts capable of supporting large- 
scale lumber operations. Today much of the stand
ing timber is found in small wood lots that are 
scattered over wide areas. While small portable- 
type sawmills are highly adaptable to such condi
tions, operations of this kind generally tend to 
increase the cost and hence the market price of 
lumber.

In more modern times a number of large manu
facturing plants, whose operations are dependent 
upon a continuing supply of timber, have built up 
extensive holdings which have been placed on a 
sustained-yield basis, thus reversing the trend noted 
above. In addition, many of the these companies 
are encouraging farmers in adjacent areas to plant 
trees as a source of income which aids the farmer 
and provides an additional supply of raw material 
for the manufacturer. This movement is particu
larly noteworthy in the southern portion of the 
district. If this practice continues to develop, the 
size of timber stands (either under one owner or 
handled pretty much as such) will increase and 
hence will be capable of supporting larger sawmill 
operations.

Poor timber management practices have led 
wood lot owners and commercial operators in too 
many instances to pursue a policy of indiscriminate 
cutting of trees, with little regard to selecting the 
most efficient sized tree in terms of lumber pro
duction. While the practice of cutting small-diam- 
eter trees increased during the war, it has been 
common for many years. The effect on sawmill 
operations is significant. Prior to the war, 70 per 
cent more manhours of labor were required to 
process 1,000 board feet of lumber from trees eight 
inches in diameter than were required when trees

averaged 24 inches in diameter, according to a 
U. S. Forest Service survey of small mills in the 
South. Labor requirements per unit of lumber 
processed in logging operations averaged twice as 
large for eight-inch trees as for 24-inch trees. The 
continuing effect of this factor is indicated by a 
study by the Bureau of Labor Statistics reporting 
a decline of three inches in the diameter of the aver
age sawlog in the South between 1935 and the 
survey of 1945-1946. Again it must be noted that 
timber cutting practices and individual sawmill 
operations vary widely and averages such as these 
cannot be applied universally. However, available 
evidence indicates that these estimates are fairly 
representative of management practices and of saw
mill operations in many sections of the district.

Lumber Production in District States—Although 
the basic lumber industry in the district states is 
not as large now as it was in the 1920's or in earlier 
years, output of lumber here is still considerable. 
In 1945, output was estimated at 4.0 billion board 
feet. During the peak war years, from 1942 through
1944, output averaged 4.9 billion board feet. Prior 
to the war, from 1936 through 1939, district states’ 
production averaged 3.0 billion board feet.

Not only has the physical volume of lumber pro
duced in this area in recent years averaged less than 
in the 1920's and in the early years of this century, 
but until World War II it also declined relative to 
total U. S. production. The large wartime demand 
for lumber brought many marginal mills into opera
tion. The number of small mills increased sharply 
as it became profitable to cut low quality timber not 
merchantable in periods of normal demand. As a 
result, production increased faster in this area than 
nationally and from 1942 through 1944 averaged
14.0 per cent of U. S. output. In 1945, the ratio 
increased to a little less than 15.0 per cent.

Most of the lumber production in the seven-state 
area and in the Eighth District portion thereof 
comes from Arkansas and Mississippi. In 1945, 61 
per cent of the region’s lumber and 75 per cent of 
the Eighth District production was accounted for 
by these two states. Except during the peak war 
years, these two states have held their output at 
approximately the present level, relative to produc
tion in the other five states, for the past quarter 
century.

Before the recent war, most of the lumber pro
duced in the district states was of the softwood 
variety, with yellow pine accounting for the bulk 
of the output. In 1929, for example, softwood lum
ber represented 57 per cent of the total and in 1939

Page 31

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1, 1948



it amounted to 63 per cent of all lumber produced. 
Under the pressure of wartime demand, however, 
many hardwood trees were marketed which in 
normal times would not have been profitable for 
the timber owner to cut. This was true particularly 
of such trees found in mixed stands and trees of 
small size and low quality. As a result, hardwood 
lumber production more than doubled from 1939 
to 1942, although it remained less than that of soft
wood lumber. Since 1942, softwood production has 
declined steadily, from 3.0 billion board feet in 
1942 to an estimated 1.6 billion in 1945. During 
the same period hardwood output increased from
2.3 billion board feet to 2.7 billion in 1945.

Most of the softwood lumber is produced in 
Arkansas and Mississippi. In each of those states, 
however, hardwood lumber production has in
creased considerably relative to softwood output, 
and was larger in 1945 than in 1942. Softwood pro
duction in 1945 was less than in 1942 in both states.

A large quantity of lumber produced in the 
district states is processed in this area. However, 
shipments to other states are sizable. From 1940 
through 1943, estimated shipments of lumber from 
district state mills, including shipments from inven
tories, averaged 4.9 billion board feet per year. 
Forty-eight per cent was consigned to points within 
the state of origin, 24 per cent was shipped to 
other district states, and the remaining 28 per cent 
was shipped outside the district states.

Receipts of lumber from outside the district in 
1940-1943 averaged 2.2 billion board feet, or 57 per 
cent more than was shipped to other parts of the 
country. Arkansas and Mississippi were the only 
states that shipped more lumber out of the district 
than they imported from other sections.

FINISHED WOOD PRODUCTS INDUSTRIES
The availability of a large supply of lumber in 

the district states has led to the development of 
many finished wood products industries. In 1939, 
there were 1,500 plants engaged in the manufacture 
of wood products. Employment totaled 73,000 and 
production was valued at $306 million.

As in the case of basic timber products, full 
statistics for the finished lumber industry in the 
district proper are not available. But where the 
pattern of the basic industry was not distorted by 
using district state data rather than those for the 
district proper, such is not the case in the finished 
lumber products lines. In the first place, the Eighth 
District proportion of the finished lumber industry 
of the seven-state area is appreciably smaller than 
that of the basic timber industry—less than one- 
third as opposed to more than one-half. Thus com- 
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paring the two groups for the seven-state area gives 
the impression of balance, whereas within the dis
trict proper there is considerable unbalance.

Furthermore, while the district has roughly 30 
per cent of the finished lumber products industry 
group in the seven district states, the proportions 
for the several industry lines vary appreciably, and 
unfortunately, larger than average shares of the 
more profitable lines (in terms of value produced 
per worker) lie outside the district proper. Thus, 
district Illinois contains only 5 per cent of the 
finished lumber industry in that state, and many 
of the highly productive lines are concentrated out
side of the district.3

Thus the following discussion should be inter
preted with care and with these points in mind : 
(1) Aggregate figures for the seven-state industry 
group and for individual lines are not representative 
of the district proper; and (2) the proportion of a 
particular line in the district pattern may be differ
ent from that for the entire region; but (3) the 
data on relationships of employment to value of 
production and value added for individual lines 
apply roughly to the district plants as well as to 
those outside the district; and (4) change from
1939 to 1946 for the industry as a whole and for 
the individual lines is as applicable to the district 
as the seven state area—in fact, expansion within 
the district in those years probably has been rela
tively greater than that within the entire area.

Since 1939, the number of plants in district states 
has increased considerably. Official comparable data 
are not available for years since 1939, but industrial 
directories published by some of the individual 
states show a growing industry. In Arkansas, for 
example, 192 finished lumber products plants were 
listed in 1946, which compares with 69 in the 1939 
Census of Manufacturers. A similar source reports 
144 establishments in Mississippi as compared with 
41 in 1939. In Missouri, 395 plants are listed as 
compared with 221 prior to the war, and in Tennes
see the latest directory lists 337 plants as compared 
with 156 in 1939.

Some of the newer finished wood products plants 
no doubt represent types of manufacturing activity 
that were not in existence in the region in 1939. 
However, it is not likely that the general structure 
of the finished wood products industry as a whole 
has been altered materially since 1939.

8 About four-fifths of the Mississippi and Indiana industries lie in the 
more industrialized sections of those states outside the Eighth District. 
The district proper contains all of the Arkansas plants, 85 per cent of 
the Kentucky establishments, and 70 per cent o f the Missouri plants. 
About one-third of the Tennessee industry is within the district proper.
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In 1939, the value of furniture (excluding fix
tures) produced in the district states represented 
about 50 per cent of the value of all finished wood 
products. The wood preserving industry ranked 
second in importance in the wood-using industries, 
although the value of output was less than the value 
of mattress production, which, for census purposes, 
is included in the general industry group. Pro
duction of caskets, partitions, and shelving and 
wood boxes ranked in that order of importance in 
terms of the value of production in 1939.

In mid-March, 1946 there were 1,231 plants in 
the district states engaged in the production of 
furniture and fixtures.4 Included in the “ fixtures” 
group are manufacturers of mattresses, Venetian 
blinds, window and door screens, window shades, 
and the like. This represents an increase of 50 per 
cent in the number of furniture and fixture plants 
from 1939 to 1946. Employment increased from
50,000 to 65,000 during this period, while payrolls 
in the first three months of 1946 were at an unad
justed annual rate of $127 million, or 2.6 times 
larger than in 1939.

Most of the district plants and workers in 1946 
were in Illinois and Indiana, these two states ac
counting for 62 per cent of the establishments, 60 
per cent of the employment, and 75 per cent of the 
value of production. As noted earlier the great bulk 
of the industry in these states lies outside the dis
trict proper.

Most of the plants in the second most important 
wood processing industry in the district states— the 
wood preserving industry—were located in Illinois 
and Mississippi in 1939. Production in these two 
states accounted for about 60 per cent of the value 
of output in all district states wood preserving 
plants. These plants treat timber to protect it from 
rot, insects and other destructive agents.

Casket manufacturing plants were located in all 
district states, although production was concen
trated in Illinois, Indiana and Missouri. Of the 
total production valued at almost $19 million, about 
95 per cent was from plants in these three states.

Noted earlier was the fact that the Eighth Dis
trict contained a considerably smaller number of 
finished lumber products establishments than of the 
basic timber establishments. This unbalance results 
in the district losing a substantial amount of income 
that would accrue if the manufacturing process 
were carried further in this area.

4 Based on reports submitted by companies under the Old A ge and 
Survivors Insurance program. Data contained in published summaries 
of these reports a re not strictly comparable with 1939 Census of M anu
facturers figures but the latter can be regrouped  to arrive at reasonably 
comparable estimates.

Illustrative of this point, the value of production 
per worker in the basic timber industry in the seven 
states in 1939 was roughly $2,700, and the value 
added per worker was about $1,400. Contrasted 
with these figures were a per worker value of pro
duction in finished lumber of $4,200 and per worker 
value added of $2,000.

Under present conditions of very high demand 
for raw lumber, the spread between output per 
worker in the basic and finished lumber lines prob
ably is appreciably narrower. Nevertheless, as a 
long-run measure, it would seem desirable to in
crease substantially the finished lumber industry 
in this area. Similarly other wood-using lines might 
well be expanded. This point will be discussed at 
greater length in the succeeding article.

Lumber Requirements—As indicated earlier, a 
substantial amount of the lumber required by the 
finished wood products plants is produced in the 
state in which the plants are located, or in other 
of the district states. Part of the requirements, 
however, involve species not grown in the area. 
It is difficult to measure lumber requirements of 
manufacturers of wood products, of other manufac
turers using wood as a raw material, or total lumber 
requirements, including the amount used in con
struction, shipping, and for other nonprocessing 
uses. Estimates of industrial requirements are avail
able for certain years. No estimates of construc
tion requirements are available for the individual 
states.

A partial picture of lumber requirements can be 
obtained from the U. S. Forest Service survey of 
lumber used in manufacture in 1940. Tabulations 
based on this report are shown in Table I. These 
figures show “the quantity of wood used in 1940 
by the so-called secondary wood-using industries— 
industries such as box factories, furniture factories, 
car shops, pattern shops, etc., which do not as a 
class obtain their raw material directly from the 
forest.”5

The largest demand for softwood lumber in 1940 
was for southern yellow pine. About 53 per cent of 
the softwood used was of that variety, with require
ments totaling 425 million board feet. This type 
of pine was used largely in the manufacture of 
boxes, baskets, crating, flooring, millwork, and in 
the construction and repair of railway cars. Produc
tion of southern pine lumber in the area was con
siderably larger than industrial requirements. How
ever, it should be borne in mind that the amount 
of lumber used in construction and for other non-

5 Lumber used in manufacture, 1940, U. S. Forest Service.
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T A B L E  I
E S T IM A T E D  L U M B E R  R E Q U IR E M E N T S  O F

W O O D -U S IN G  IN D U S T R IE S  IN  D IS T R IC T  S T A T E S , 1940
(M illions of board feet)

Total Softwood Hardwood
T O T A L  A L L  R E Q U IR E M E N T S * ..........  2,146 802 1,344
Flooring .................................................................  603 44 559
Boxes, baskets and crating................................  553 310 243
Furniture ...............................................................  277 16 261
Car construction and repair.............................. 201 183 18
Millwork .................................................................  177 134 43
Handles ...................................................................  53 1 52
Motor vehicles ......................................................  50 10 40
Caskets and burial boxes..................................  40 34 6
Agricultural implements ..................................  25 8 17
Refrigerators ........................................................  15 9 6
Fixtures .................................................................  15 3 12
Radio and phonograph cabinets.....................  12 ................  12
Vehicles, nonmotor ...........................................  12 2 10
Musical instruments ...........................................  11 1 10
Toys ........................................................................ 10 6 4
Patterns and flasks.............................................  9 8 1
Playground equipment ....................................... 8 7 1
Ladders ...................................................................  6 6
Pencils and penholders....................................... 4 4
Signs, scenery and displays..............................  3 3
All other ................................................................. 62 13 49
* Excludes 124 million board feet of veneer and 62 million board feet of 

bolts and logs required in 1940.
Source: “ Lumber Used In Manufacture, 1940” , U. S. Forest Service.

manufacturing purposes and in the paper and chemi
cal lines is not included in these aggregates.

Second softwood species in order of demand in
1940 was Ponderosa pine, of which 126 million board 
feet were required. Consumption of this species was 
almost exclusively in factories in Illinois and Indi
ana where it was used in the manufacture of boxes, 
millwork, toys, and fixtures. This type of pine is 
not grown in the district states; consequently all 
lumber requirements must be met by imports from 
other states, principally from the west coast states.

The supply situation with respect to Douglas fir 
lumber, the type next most important in terms of 
demand, is similar to that of Ponderosa pine. About 
104 million board feet of this lumber, produced 
principally on the west coast, were used in the 
district states in 1940, largely in Illinois, Indiana, 
and Missouri. Most of it went into car construction 
and repair, millwork, boxes, baskets and crating, 
and ladders.

These three softwood species accounted for 80 
per cent of the total softwood lumber required. 
Northern white pine, spruce, and cypress accounted 
for the bulk of the remaining 20 per cent. Produc
tion of cypress lumber in the district states was 
in excess of these requirements in 1940, and some 
types of spruce lumber were produced in quantities 
approximating requirements. However, northern 
white pine requirements have to be met by imports 
from other states.

Production of most types of hardwood lumber 
in the district states is equal to or is in excess 
of requirements of manufacturers in these states. 
About 47 per cent of the hardwood lumber used in
1940 was oak, of which production in the seven 
states was substantially larger than requirements. 
Page 34

A total of 642 million board feet was required, of 
which 80 per cent was used in the manufacture of 
flooring. The remainder was used largely for furni
ture, boxes, baskets and crating, car construction 
and millwork. Most of the flooring was manufac
tured in Arkansas and Tennessee, the two states 
which accounted for more than three-fourths of the 
oak lumber produced in the district states.

Red and sap gum requirements, totaling 174 mil
lion board feet, represented 12 per cent of all hard
wood lumber used in the wood products industries 
in 1940. Average production in 1939-41 was slightly 
in excess of requirements and originated chiefly in 
Arkansas, Mississippi and Tennessee. These species 
of gum are used primarily in the manufacture of 
furniture and boxes, baskets and crating in Arkan
sas, Illinois and Indiana.

Requirements of maple lumber were next in size 
in 1940, amounting to 130 million board feet, or 
nearly 10 per cent of the total hardwood demand. 
This species has a wide variety of uses, including 
flooring, furniture, millwork, boxes, baskets and 
crating, and toys. Average production in 1939-41 
was less than half as large as requirements in 1940, 
and was centered in Indiana, Tennessee, and Ken
tucky, although relatively smaller quantities were 
produced in the other states.
THE PAPER AND ALLIED PRODUCTS INDUSTRY

This industry differs from the basic and finished 
lumber lines in that chemical as well as physical 
change is involved in processing the raw material 
into intermediate and final products. In terms of 
employment, the industry is not as important as the 
others in the seven-state area and the district proper, 
but it does represent a major district activity and 
offers considerable possibilities for expansion.

As classified by the Census, the industry consists 
first of pulp mills which transform raw wood into 
wood pulp and are the basic processors for the 
group. Intermediate products are produced from 
the pulp at paper and paperboard mills. Final 
products include paperboard containers, fiber cans, 
paper bags, die-cut paper, coated and glazed paper, 
envelopes, wallpaper, and miscellaneous converted 
paper products.

The war saw expansion in this industry, but 
(aside from Illinois experience) it was mostly in 
terms of expansion of existing plants rather than 
establishment of new ones. Consequently the 1939 
pattern in the district states is fairly applicable to 
the present time.

In 1939, the industry in the seven-state area 
consisted of 450 establishments, with 32,000 wage 
earners turning out well over $200 million value of
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production. By 1946, there were about 580 estab
lishments and almost 60,000 wages earners (90 of the 
additional establishments were in Illinois). About 
one-fourth of the seven-state area plants are located 
in the Eighth District proper, most of them (aside 
from pulp mills) in the St. Louis, Louisville, and 
Memphis industrial areas.

Lumber requirements for the paper and allied 
products industry are in terms of pulp mill require
ments and, generally speaking, pulp mills need 
extensive holdings of timber to assure operations. 
Proper forest management is a “ must” for pulp 
producers because pulp mills are expensive and are 
long-term ventures.

In 1939, there were but 11 pulp mills in the seven 
district states combined, and because of the Census 
disclosure rule, there is little published data on 
employment, payrolls or output. There were 49 
paper and paperboard mills in the district states 
in that year, most of them lying outside the district 
proper in Illinois and Indiana. In the 38 mills in 
those two states, employment in 1939 was 5,500 
persons, and production was $42 million in goods 
which included a value added by manufacture of 
$20 million. Per worker value produced thus was 
$7,500 and value added $3,600.

Member Bank
Total earnings of Eighth District member banks 

in 1947 were substantially larger than in 1946, and 
income tax liabilities were smaller, but increased 
operating expenses and net charge-offs resulted 
in a substantial decline in net profits after taxes. 
Capital accounts increased and the ratio of net 
profits after taxes to capital accounts declined ap
preciably from 1946 to 1947. The capital-deposit 
ratio rose, but with the rise in loans the ratio of 
capital to risk assets declined.1

The chart shows total earnings, total expenses, 
net current earnings and net profits for the years
1941 through 1947. It may be noted that total earn
ings have increased steadily but total expenses also 
have grown steadily. The curve of net current 
earnings (the difference between operating earnings 
and expenses) slants upward, indicating that earn
ings have grown faster than expenses, dollarwise, 
but the curve of net profits (which reflects net re
coveries or charge-offs and income taxes) is much 
more flat and actually turns downward in 1947.

1 The table on pages 36 and 37 shows the operating ratios o f Eighth 
District member banks for 1947. The banks are divided into eight size 
classes on the basis of average deposits. Ratios for each class and for 
all member banks combined are averages of individual bank ratios, thus 
avoiding undue weighting of larger banks. The average ratio for size

More than 200 paperboard container plants were 
in the district states in 1939 with about one-third, 
in the district proper. The balance of the establish
ments in the industry produced items mentioned 
above: bags, various types of paper stock, envelopes, 
etc. The great bulk of these plants lay outside the 
district.

OTHER WOOD-USING INDUSTRIES

W ood is also used in a variety of other industries. 
The table on wood requirements gives some indi
cation of lines not included in the basic or finished 
lumber and paper industries. It does not include, 
however, the chemicals industry which uses wood 
to produce turpentine, charcoal and many other 
products.

These wood distillation lines do not occupy a 
very prominent position within the district proper, 
although there are a few plants engaged in such 
operations. Because of the small number of estab
lishments, Census data, even on a state basis, are 
not available for the industry since it would violate 
the Census disclosure rules. There are possibilities 
for industrial expansion in these lines, and some of 
them will be pointed out in a subsequent article.

Weldon H. Stein.

Earnings in 1947 
SELECTED EARNING REPORT ITEMS 
OF EIGHTH DISTRICT MEMBER BANKS

19 4 1 — 1947
MILLIONS OF DOLLARS MILLIONS OF DOLLARS

class and for all member banks, however, still masks substantial differ
ences among individual banks. For that reason, the range of the middle 
50 per cent of ratios is shown also. It  should be noted that this is not 
the range of all bank ratios. In each size class the individual bank ratios 
were arrayed in order and the extreme upper and lower fourth eliminated, 
leaving the middle 50 per cent which the table presents.
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