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New Diversified Entrants Among U.S. Wood
Based Companies: A Study of Economic 
Structure and Corporate Strategy* 

Introduction 
The " new diversified entrants" to the wood-based 

industry are an important, but poorly understood, compo
nent of the economic structure of the industry. Previous 
research has acknowledged the presence of these firms, 
but studies in this area have not yet defined the extent of 
this particular merger-related phenomenon. Nor have they 
addressed the implications of a conglomerate merger into 
the wood-based sector from an unrelated business base. 
The two objectives of this study are to: 

• Define the extent of entry into the wood-based 
industry by large diversified companies. 

• Evaluate strategic planning by new diversified 
entrants and its influence on decisions regarding 
strategically important timber resources. 

The first objective was addressed by examining structure, 
conduct, and performance dimensions of the wood-based 
industry. To satisfy the second objective, a sample of 
wood-based companies was surveyed, and their corporate 
strategies for land-use were examined. 

Dimensions of the Wood-Based Industry 
Perceptions of the structure of the wood-based indus

try' vary greatly. One view is that of an industry domi
nated by a few large firms ; another is that segments of the 
industry, especially lumber, are among the most competi
tive of American industries . The reality of the situation 
lies somewhere between. Where that point is in relation to 
other industries depends on what measurement is used and 
how it is applied. 

Economists have attempted to come to grips with the 
problems related to how an industry is organized, or struc
tured, by developing a specialty called industrial organi
zation. The major efforts of industrial organization 
economists have been to attempt to establish that the way 
an industry is structured affects the conduct of the firms in 
the industry, and thus the performance of the industry. 
The basic industrial organization structure-conduct-per
formance concepts will be used as the analytical frame
work for what is to follow. 

TOP 90 WOOD-BASED COMPANIES BY SALES 

Structure 

The volume of sales revenue and the extent of timber-

*This research was supported by the National Timber and Wood Requirements Work Unit , 
Forest Products Laboratory , USDA Forest Service, Madison, Wisconsin; and the College 
of Forestry and the Agricultural Experiment Station, University of Minnesota, St. Paul , 
Minnesota. 

'This and other terms are defined in the Glossary . 
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land ownership by company are key parameters for 
developing an understanding of the wood-based indus
try's structure.2 Total annual sales figures for large U.S. 
corporations are readily available from many sources. Not 
so easily determined are sales in a particular business unit 
or subsidiary of a large corporation. The more diversified 
the company, the more difficult it is to determine such 
figures and, consequently, the more difficult it is to 
assess the performance of a company's wood-based 
subsidiaries. 3 

Almost half ($50 billion) of all wood-based sales for 
1978, are accounted for by the industry's top 90 firms 
(Table 1).4 The wood-based leaders for 1978 were Geor
gia-Pacific, International Paper, Weyerhaeuser, and 
Champion International. There was a very small differ
ence (4 percent) between these companies in their wood
based sales. The fifth largest company, St. Regis Paper, 
had only half the wood-based sales of the fourth largest, 
Champion International. Thus, there are four competitors 
for industry leadership. The tenth leading wood-based 
firm is a subsidiary of a larger corporate organization -
Mobil's Container Corporation of America. The 12 such 
"new diversifed entrants" that have entered the industry 
since 1949 are among the top 40 companies; seven are 
among the remaining 50 wood-based firms (Table 1). 

The top 40 wood-based U.S. companies accounted for 
40 percent of all wood-based sales in 1978. The top four 
firms alone accounted for almost 15 percent of all 1978 
wood-based sales by U.S. companies. The top nine firms 
accounted for more than a fifth of 1978 sales in the in
dustry . These companies are all integrated wood-users , 
dependent on their wood-based operations for the major
ity of their sales (Table 1). 

In sharp contrast to the industry leaders are the " new 
diversified entrants .'' Of the dozen diversified firms in the 
top 40, eight are based in four different non-wood-based 
industries; the other four are multi-product, multi-market 
(conglomerate) operations. These firms are much less 
dependent on wood-based sales , with a range of from 4 to 
28 percent of their revenues generated from wood-based 
products . In general , the non-conglomerates have their 
wood-based operations integrated into their overall corpo
rate operations , in either horizontal (e.g . packaging) or 
vertical (e.g. consumer products , publishing) directions. 

'Timberland ownership is discussed as a separate section of this study. See ''Land Control 
by Large Corporations." 

3Forbes, Fortune , Moody's Industrial Manual, and corporate annual reports all disclose 
corporate sales volumes. Product line revenue information varies widely, usually de
pending on how it is treated in the company's annual report. 

4 According to the 1977 Census of Manufactures, total aggregate 1977 wood-based indus
try shipments were $99,983,900,000 (U.S . Department of Commerce 1979). Adjusting 
this figure with the Consumer Price Index change of7.6 percent from 1977 to 1978 infers 
that 1978 total wood-based industry shipments were approximately $107,582,700,000. 



Table 1. Structure dimensions of U.S. wood-based industry: sales revenues, product mix, entry date, and basic 
business for the top 90 wood-based sales-ranked U.S. companies, 1978. 

Sales Rank Estimated 1978 Total 
1978 wood-based sales' •2 • 3 1978 sales' •2 •4 

Wood-based' •2 • 3 Fortune• Company' ($million) ($million) 

1 53 Georgia-Pacific 3,787 4,403 
2 62 International Paper 3,778 4,150 
3 69 Weyerhaeuser 3,689 3,799 
4 74 Champion International 3,632 3,632 
5 128 St. Regis Paper 1,893 2,300 

6 148 Kimberly -Clark 1,893 1,910 
7 Ill Boise Cascade 1,801 est 2,573 
8 115 Crown Zellerbach 1,737 2,456 
9 168 Scott Paper 1,585 1,725 

10 4 Mobil (Container Corporation) 1,284 34,736 
11 20 Procter & Gamble (Buckeye, others) 1,213 8,100 
12 225 Union Camp 1,066 1,192 
13 251 Louisiana-Pacific 1,042 1,042 
14 238 Westvaco 1,024 1,139 
15 127 Mead 1,017 2,322 
16 263 Great Northern Nekoosa 925 960 
17 67 Continental Group 883 3,944 
18 11 ITT (Rayonier) 872 15,261 
19 273 Hammermill Paper 852 912 
20 300 Potlatch 787 787 
21 305 Willamette Industries 772 772 
22 243 Diamond International 758 1,108 
23 93 Owens-Illinois 578 3,112 
24 19 Tenneco (Packaging Corporation) 533 8,762 
25 336 Southwest Forest Industries 508 591 

26 174 Time (Temple-Eastex) 471 1,689 
27 403 Masonite 452 529 
28 448 Olinkraft 447 447 
29 75 Bendix (American Forest Products) 429 3,625 
30 Inland Container 397 397 

31 58 Gulf+ Western (Brown Company) 384 4,312 
32 66 American Can 369 3,981 
33 464 Federal Paper Board 368 430 
34 341 Bemis 325 676 
35 183 Koppers 314 1,582 

36 201 Times Mirror (Publishers Paper) 311 1,411 
37 46 Philip Morris (Plainwell, Nicolet, others) 310 4,969 
38 495 Consolidated Papers 304 387 
39 182 Johns-Manville 291 1,649 
40 580 Fort Howard Paper 290 296 

Total Top 40 43,193 

41 589 Stone Container 278 287 
42 169 Jim Walter (Celotex, others) 253 est 1,719 
43 639 Georgia-Kraft 251 251 
44 Simpson Timber 250 est 250+ 
45 620 Alton Box Board 240 261 

46 595 Longview Fibre 235 284 
47 Edward Hines Lumber 231 est 289 
48 378 Saxon Industries (Standard Packaging) 212 577 
49 Roseburg Lumber 201 est 201 est 
50 186 Olin 195 1,560 

51 Fibreboard 195 228 
52 St. Joe Paper 188 188 
53 192 SCM (Allied Paper) 185 1,509 

4 



Total Product Mix Wood-Product Mix Estimates 

Estimated 1978 Wood-based sales Paper Solid Wood Wood-based 
wood-based industry as percent of total Sales Ratio Industry Industry Industry Basic 
share• (percent) company sales, 1978 7 Paper : Solid Wood 8 Sales Rank 9 Sales Rank 10 entry (exit) date'' Business 

3.5 86 26 74 13 1 1927 WI 
3.5 91 86 14 1 5 1898 WI 
3.4 97 54 46 2 3 1900 WI 
3.4 100 45 55 5 2 1929 WI 
1.8 82 91 9 4 26 1899 WI 
1.8 99 93 7 3 35 1907 WI 
1.5 70 est 75 25 8 7 1931 WI 
1.6 71 77 23 9 10 1870 WI 
1.5 92 98 2 6 51 1879 WI 
1.2 4 100 0 10 na 1974 29 
1.1 15 100 0 12 na 1951 CP 
1.0 90 88 12 17 43 1874 WI 
1.0 100 10 90 59 4 1972 WI 
1.0 90 99 1 15 61 1888 WI 
0.9 44 91 9 11 37 1846 WI 
0.9 96 95 5 19 50 1898 WI 
0.8 22 90 10 22 44 1955 PK 
0.8 6 82 18 23 31 1968 MM 
0.8 93 100 0 20 na 1898 26 
0.7 100 64 36 28 16 1931 WI 
0.7 100 53 47 30 12 1905 WI 
0.7 68 74 26 25 21 1880 WI 
0.5 18 95 5 26 58 1956 PK 
0.5 6 95 5 27 59 1965 MM 
0.5 86 40 60 48 14 1935 WI 
0.4 28 92 8 18 46 1956 27 
0.4 85 0 100 na 6 1925 WI 
0.4 100 80 20 with Johns-Manville 1967 (1979) WI 
0.4 12 0 100 na 8 1969 (1980) MM 
0.4 100 100 0 with Time na (1978) 26 
0.4 9 90 10 with James River 1968 (1980) MM 
0.3 9 90 10 35 54 1957 PK 
0.3 86 100 0 33 na 1916 26 
0.3 48 100 0 36 na 1858 PK 
0.3 20 0 100 na 13 pre-1944 MM 
0.3 22 37 63 62 23 1961 27 
0.3 6 100 0 37 na 1970 CP 
0.3 79 100 0 38 na 1894 26 
0.3 17 48 52 34 11 1939 BC 
0.3 98 100 0 39 na 1919 26 

40.2% 72 28 
0.3 97 100 0 41 na PK 
0.2 15 est 90 10 45 60 1964 BC 
0.2 100 80 20 with Mead and Time WI 
0.2 99 est 90 10 69 20 WI 
0.2 92 100 0 43 na PK 
0.2 83 100 0 44 na PK 
0.2 80 est 0 100 na 19 24 
0.2 37 100 0 47 na 1924 PK 
0.2 100 0 100 na 22 24 
0.2 13 85 15 52 57 1949 MM 
0.2 85 0 100 with Louisiana-Pacific (1978) 26 
0.2 100 100 0 49 na 26 
0.2 12 100 0 50 na 1967 MM 

(Continued) 
5 



Table 1. (Continued) 

Sales Rank 
1978 

Wood-based' •2 •3 Fortune• Company' 

54 Hudson Pulp & Paper 
55 785 Chesapeake Corporation of Virginia 

56 202 U.S. Gypsum 
57 810 Brunswick Pulp & Paper 
58 711 Pacific Lumber 
59 Bird & Son 
60 801 Tam pax 

61 826 Pope & Talbot 
62 Menasha 
63 113 Singer 
64 862 Bohemia 
65 865 Lane 

66 80 Johnson & Johnson 
67 904 Pentair 
68 933 Medford 
69 Gilman Paper 
70 964 P.H. Glatfelter 

71 230 Evans Products 
72 524 Sonoco Products 
73 Santa Fe Industries 
74 318 Flintkote 
75 249 GAF 

76 Burlington Northern (Plum Creek Lumber) 
77 994 Clevepak 
78 275 National Gypsum 
79 Consolidated Packaging 
80 Wickes 

81 771 James River 
82 746 Ludlow 
83 142 Kerr-McGee 
84 481 Dennison Manufacturing (Dunn Paper) 
85 72 Litton Industries (Fitchburg, Versoix) 

86 601 Cleveland-Cliffs Iron 
87 Brooks-Scanlon 
88 472 Arcata 
89 ISS Owens-Corning Fiberglass 
90 Southern Pacific 

Total Top 90 

1 Corporate annual report to stockholders. 1978. 
2 Moody's Industrial Manual. 1979. 
3 Paper Trade Journal. 1979. Paper 's top 50 companies (June 30) 163(12): 47- 64. 

Estimated 1978 Total 
wood-based sales1 • 2 ·' 1978 sales1 • 2 •4 

($million) ($million) 

178 198 
175 175 

170 1,398 
167 167 
166 est 208 
166 est 277 
164 164 

160 160 
157 157 
153 est 2,469 
146 146 
146 146 

135 est 3,497 
129 135 
128 128 
124 est 124 est 
121 121 

120 est 1,169 
119 344 
119 2,099 
11 0 est 730 
109 est 1,089 

104 2,109 
103 112 

91 est 906 
81 81 
79 1,488 

78 182 
63 est 191 
63 est 2,072 
56 409 
50 est 3,651 

so 278 
47 est 47 
38 417 
37 est 1,853 
31 2,278 

50,249 

4 Fortune. 1979a. The Fortune directory of the 1,000 largest U.S. industrial corporations. (May 7) 99(9): 269-295 ; (June 18) 99(12) : 157- 184. 
'~ased subsidiary.;;p;;;;:s in ( ). 
6 Wood-based sales/wood- based industry sales. U.S. Department of Commerce Bureau of the Census, Census of Manufacturers. 1977. Industry series 

preliminary reports MC77- 1-24, 25, 26 (various 1979 issues). 
7 Wood-based sales/total 1978 sales. 
8 Forest Industries. 1980. The top 100 lumber producers U .S . and Canada 1979. (May 30) 107 (6):7. 
9 The following Canadian and foreign paper producers (and their North American Industry rank) have been omitted from the listing, but their rank 

is preserved on Table 1 by omission: Bowater (7), Abitibi (14), Consolidated-Bathurst (16), Domtar (21), MacMillan Bloedel (24), Price (29), 
British Columbia Forest Products (31 ), Reed (32), Great Lakes Paper (42), Fraser (46), Rolland (56), Canadian Cellulose (58). Other candidates 
for the list are Ontario Paper Co. Ltd., Appleton Papers Division of BAT Ltd., Parsons & Whittemore Inc., Kruger Pulp & Paper Ltd., Garden State 
Paper Co. Inc., Nova Scotia Forest Industries, Gulf State Paper Corp., Green Bay Packaging Inc., M c laren Power & Paper Co., Eddy Paper Co. Ltd., 
Bergstrom Paper Co., Boise Southern Corp., Irving Pulp & Paper Co. 

6 



Total Product Mix Wood-Product Mix Estimates 

Estimated 1978 Wood-based sales Paper Solid Wood Wood-based 

wood-based industry as percent of total Sales Ratio Industry Industry Industry Basic 

share• (percent) company sales, 1978' Paper : Solid Wood 8 Sales Rank9 Sales Rank 10 entry (exit) date" Business 

0.2 90 100 0 with Georgia-Pacific (1968) 26 
0.2 100 100 0 51 na 26 
0.2 12 0 100 na 27 1930 BC 
0.2 100 0 10 with Mead and Scott Paper WI 
0.2 80 est 0 100 na 28 24 
0.2 60 est 0 100 na 29 BC 
0.2 100 100 0 53 na CP 
0.1 100 0 100 na 30 24 
0.1 100 100 0 54 na 26 
0.1 6 0 100 na 32 MM 
0.1 100 0 100 na 33 24 
0.1 100 0 100 na 34 25 
0.1 4 est 100 0 55 na 1970 CP 
0.1 96 100 0 57 na 26 
0.1 100 0 100 na 36 24 
0.1 100 est 65 35 65 52 26 
0.1 100 100 0 60 na 26 
0.1 10 est 0 100 na 38 1923 BC 
0.1 35 100 0 61 na PK 
0.1 6 0 100 na 39 40 
0.1 15 est 0 100 na 40 1901 (1979) BC 
0.1 10 est 0 100 na 41 BC 
0.1 5 0 100 na 42 40 
0.1 92 100 0 63 na PK 
0.1 I 0 est 0 100 na 45 1937 BC 
0.1 100 100 0 64 na PK 
0.1 5 0 100 na 47 MM 

0.1 43 100 0 40 na 26 
0.1 33 100 0 66 na PK 
0.1 3 est 0 100 na 48 29 
0.1 14 100 0 67 na 1965 27 

>0.05 I 100 0 68 na 1964 MM 

>0.05 18 0 100 na 49 40 
>0.05 I 00 est 0 100 with Diamond International (1 980) 24 
>0.05 9 0 100 na 53 1939 27 
>0.05 2 est 0 100 na 55 BC 
>0.05 1 0 100 na 56 40 

47.0% 

1 ° For this ranking, building paper products are inc luded as solid wood p roducts. The following Canadian lumber and plywood producers (and t heir 
est i mated North American industry rank) have been o m itted from the l isting, but their rank is preserved on Table 1 by omission : MacMillan 
Bloedel (9) , British Columbia Forest Produc ts ( 15), Canadian Forest Pr oduc ts Ltd. (17) , Weld wood of Canada Ltd. ( 18), West Fraser T imber Co. 
(24) , Northwood Mills Ltd. (25). Other c andidates for t he list (and thei r 1979 lumber rank ) ( 18) , Whonnoc k Industr ies (19), Normic k -Perron Inc. 
(25), Canadian Cellulose Co. (27), Abiti bi -Pr ice Lumber Ltd. (34) , Doman Industries Ltd. (37) , Coastal Lumber Co. (40). 

1 1 Corporat e annual report to stockholders ( 1978) and T able 2 i n t ex t. 

Notes: 

na = not applic able WI = wood integrated MM = conglometate 26 = paper 25 = furn i ture 

est = estimate CP = consumer products BC = building construc tion 27 = publ ishing 40 = transportation 
basic business c odes: PK = packaging 29 = oil 24 = lumber 

7 



Table 2. Conduct dimensions of U.S. wood-based industry: recent merger activity, antitrust penalties, and 
capital spending plans among the top 90 wood-based U.S. companies, 1978. 

1978 Sales Rank Total Antitrust Capital Spending Plans 8• 9 

Wood- Fines Paid , 1970's 6' 7' 44 ($millions) 
based 123 Fortune 4 Company' ($) 1979-81 1978-81 

1 53 * Georgia-Pacific 10 500,000 215 105 
2 62 * Internatior.al Paper 11 41,977 ,750 805 231 
3 69 *Weyerhaeuser 54,177,000 1,274 283 
4 74 *Champion International 46,529,000 1,265 499 
5 128 *St. Regis Paper 11,145,000 566 46 
6 148 Kimberly-Clark 359 22 
7 111 Boise Cascade 12 25 ,850,000 499 497 
8 11.J *Crown Zellerbach13 448 164 
9 168 Scott Paper 14 161 48 

10 4 Mobil (Container Corporation) 57,950,000 282 252 
11 20 Proctor & Gamble 15 200 200 
12 225 Union Camp 9,400 ,000 308 281 
13 251 *Louisiana-Pacific 16 

14 238 Westvaco 142 130 
15 127 *Mead7 14,040,000 361 117 
16 263 Great Northern Nekoosa 320 210 
17 67 Continental Group 31 ,750,000 191 291 
18 11 *ITT (Rayonier) 18 

19 273 *Hammerrnill Paper 19 154 33 
20 300 * Potlach 9,850,000 167 173 
21 305 * Willamette Industries 11,300,000 
22 243 Diamond International 20 11 ,277,500 
23 93 Owens-Illinois 33 ,131,000 
24 19 Tenneco (Packaging Corporation) 10,600,000 
25 336 Southwest Forest Industries21 

26 174 Time (Temple-Eastex) 22 3,100,000 
27 403 Masonite 23 

28 448 Olinkraft24 7,467,125 
29 75 Bendix (American Forest Products)25 

30 Inland Container26 50,000 
31 58 Gulf+ Western (Brown Company)26 7,500,000 
32 66 American Can 15,300,000 101 42 
33 464 Federal Paper Board 16,355,000 255 203 
34 341 Bemis 
35 183 Koppers 

36 201 Times Mirror (Publishers Paper) 167 171 
37 46 Philip Morris28 1,000,00045 

38 495 Consolidated Papers 
39 182 Johns-Manville 29 

40 580 Fort Howard Paper 125 185 
41 589 Stone Container30 14 ,550,000 
42 169 Jim Walter31 

43 639 Georgia-Kraft 32 

44 Simpson Timber33 

45 620 Alton Box Board34 3,500,000 
46 595 Longview Fibre 6,500,000 
47 Edward Hines Lumber 
48 378 Saxon Industries (Standard Packaging) 
49 Roseburg Lumber 
50 186 Olin 35 

8 



Table 2. (Continued) 

1978 Sales Rank 

Wood-
based 123 Fortune• 

51 
52 
53 192 
54 
55 785 

56 202 
57 810 
58 711 
59 
60 801 

61 826 
62 
63 113 
64 862 
65 865 

66 80 
67 904 
68 933 
69 
70 964 

71 
72 
73 
74 
75 

76 
77 
78 
79 
80 

81 
82 
83 
84 
85 
86 
87 
88 
89 
90 

230 
524 

318 
249 

994 
275 

771 
746 
142 
481 

72 
601 

472 
155 

Company' 

Fibreboard 36 

St. Joe Paper 
SCM (Allied Paper)37 

Hudson Pulp & Paper38 

Chesapeake Corporation of Virginia 

U.S. Gypsum 
Brunswick Pulp & Paper39 

Pacific Lumber 
Bird & Son 
Tamp ax 

Pope & Talbot 
*Menasha 

Singer 
Bohemia 
Lane 

Johnson & Johnson 
Pentair 
Medford 
Gilman Paper 
P.H. Glatfelter 

Evans Products 
Sonoco Products 
Santa Fe Industries (Kirby For. Ind.) 
Flintkote40 

GAF 

Burlington Northern (Plum Creek Lumber) 
Clevepak 
National Gypsum 
Consolidated Packaging 
Wickes 

James River41 

Ludlow 
Kerr-McGee 
Dennison Manufacturing (Dunn Paper) 
litton Industries42 

*Cleveland-Cliffs Iron 
Brooks-Scanlon 43 

Arcata 
Owens-Corning Fiberglass 

*Southern Pacific 

Total Top 80 Companies listed 
Other companies 
Individuals 

Grand Total 

' ·Corporate annual report to stockholders. 1978. 
2 Moody's Industrial Manual . 1979. 

Total Antitrust 
Fines Paid, 1970's 6' 7' 44 

($) 

9,560,000 
50,000 

3,000,000 

466,750 

457,876,125 
79,944,495 

51 3,700 

538,334,320 

Capital Spending Plans •. 9 

($millions) 
1979-81 1978-81 

8,001 
Pulp & Paper $5.6 billion 
(1980 only) 
Solid wood $1.0 billion 
(1979-1982+) 

3 Paper Trade Journal. 1979. Paper's top 50 companies (June 30) 163(121 : 47-64 
• Fortune. 1979a. The Fortune directory of the 1,000 largest U .S . industrial c orporations. (May 71 99(91: 269-295; (June 18) 99(12):1 5 7-184. 
s Wood-based subsidiary appears in ( ) . 
• Briggs, J .A . 1979. For whom does the bell toll? Three segments of paper industry p ay for price-fixing. Forbes (June 25) 123(13) : 33-36. 

7 Michaels, B. 197 9. Price without price - an industry gets tagged with price fixing label. Pulp and Paper (March) 53(3) : 122-125. 

• Pulp and Paper, January, 19Bo: 
9 Forest Industries, January, 1980. 

'-0 Georgia-Pacific merged Hudson Pulp & Paper (54) in 1978. 
11 International Paper consummated the largest merger in the industry t o date ($805 million in mid-1979) for the closely-held Bodcaw and i ts prime 
Louisiana timberlands. A bidding war between IP, Weyerhaeuser with Mobil as an ally , Tenneco , Mobil ac ting alone, and the Hunt family 's Plac id 
Oil , saw this property, appraised at $47 5 million, go for $805 million (Paper Trade Journal , September 15, 1979). 

(Continued) 
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Table 2. (Continued) 

12 Boise Cascade (7) made a tender offer for Stone Container (41) in January, 1979, which the latter management rejected (see footnote 30 ). 
13 Crown Zellerbach stock was suspended from trading on the NYSE in May 1979 when rumors of a takeover by Phillips Petroleum caused the 

stock price to jump 4 points (over 10 percent) in two days. 
14 Scott Paper is a likely takeover candidate (Financial World August 1, 1979). 
15 Proctor & Gamble 's wood-based subsidiaries are Paper Products Co., Buckeye Cellulose, Proctor & Gamble Cellulose Co. 
16 Louisiana-Pacific merged Fibreboard (51) in 1978 and unsuccessfully attempted to merge Flintkote (74) in 1979. Louisiana-Pacific was spun-off 

(divested) from Georgia-Pacific (1) in 1972 to satisfy an alleged antitrust violation. 
1 7 Mead successfully fought off a takeover by Occidental Petroleum in late 1978. 
18 International Telephone and Telegraph 's wood-based subsidiary is ITT Rayonier . 
19 Hammermill Paper was the target of a takeover attempt in 1980. New York financier Carl C. lcahn acquired 10% of Hammermill in early 1980 and 

is its largest stockholder. He and three associates sought election to Hammermill ' s board of directors for the "Principal purpose" of "motivating" 
other directors to "seek an acquirer for the company." (Wall Street Journal April 15, 1980). Hammermill would consider a merger, but objected 
to lcahn's tactics (Paper Trade Journal, September 30, 1980) . 

20 Diamond International was the target of a takeover attempt in 1980. Sir James Goldsmith ' s Generale Occidentale, S . A., Cavenham Group made 
a tender offer for Diamond International, attempting to block its merger with Brooks-Scanlon (87). In June 1980, a "standstill agreement" was 
reached. Among other prov isions, there will be no takeover attempt for the next five years. The tender offer netted Goldsmith less than 20% of 
Diamond stock . (Wall Street Journal, May & June 1980). 

21 Southwest Forest Industries acquired a Florida pulp and paper operation from International Paper (2) on March 1, 1979, for $220 million. In
cluded were 425,000 acres of timberland (Annual Report for 1978) . E .F . Hutton owns 10% of the company, Hearst Corp . owns 20% of it (Paper 
Trade Journal, September 30, 1980) . ---

22 Time merged Inland Container (30) in late 1978, which will move them from 26 to 19 in sales . 
23 Masonite is a likely takeover candidate (Financial World, October 1, 1979). 
24 Johns-Manville (39) merged Olinkraft in 1979, which will move them from 39 to 23 in sales. Olinkraft was spun-off from Olin in 1967as an 

apparently voluntary divestiture. 
25 Bendix has sold its Bendix Forest Products subsidiary to a New York investment firm (Wall Street Journal September 29, 1980) . 
26 Time (26) merged Inland Container in late 1978, which will move them from 26 to 19 in sales. 
2 7 Gulf+ Western Industries owns 80% of the Brown Company. After failing to acquire the remaining 20%, Gulf+ Western (Brown) has been nego-

tiating with James River (81) for a sale of its Brown subsidiary . 
28 Philip Morris ' wood-based subsidiaries are Plainwell Paper Co., Wisconsin Tissue Mills, Nicolet Paper Co . 
29 Johns-Manville merged Olinkraft (28) in 1979, which will move them from 39 to 23 in sales . 
30 Stone Container rejected Boise Cascade's (7) January 1979 tender offer of $26 a share for stock priced at $11 only three weeks before. Stone 
is now a takeover candidate and holding out for $38 a share, a price which may make them an old maid (Business Week, May 5, 1980) . 
31 Jim Walter Corporation's wood-based subsidiaries are Celotex, Jim Walter Paper Co. 
32 Georgia-Kraft is a joint venture between Mead (15) and Inland Container (30), the latter firm now a subsidiary of Time (26) . 
33 Simpson· Timber- whose sales may be as high as $600 million, up from the $250 million estimate for 1978- purchased 9% of Diamond Inter

International's (22) stock on June 12, 1980, for "investment purposes only." At the same time foreign interests (see footnote 20) were bidding 
for control of Diamond through a tender offer designed to discourage Diamond's merger with Brooks·Scanlon (87), an Oregon forest products 
company with 242,000 acres of timberland (Wall Street Journal June 20, 1980). 

34 Alton Box Board was acquired by Jefferson Smurfit Group Ltd., an Irish packaging concern, in 1979. 
35 Olin was almost merged in t o Celanese in 1978. 
36 Louisiana-Pacific (13) merged Fibreboard in 1978. 
37 SCM braved stockholders ' suits attempting to break up the company in late 1979 and again in 1981. 
"Georgia-Pacific (1) merged Hudson Pulp & Paper in 1978. 
39 Brunswick Pulp & Paper is a joint venture between Mead (15) and Scott Paper (9). 
40 Louisiana-Pacific (13) unsuccessfully attempted to merge Flintkote in 1979. Flintkote is now a subsidiary of a Canadian corporation . 
41 James River acquired Gulf+ Western's (31) 80% share in Brown Company. James River's total sales of $182 million are 

less than 1/ 2 of Brown's $384 million. 
42 Litton Industries' wood· based subsidiaries are Fitchburg Paper and Versoix. 
43 Diamond International (22) merged Brooks-Scanlon in 1980. 
44 Paper Trade Jou rna I, 1979. 24 carton makers pay $200 million to settle price fixing . (October 15) 163( 19): 17. 
45 Pulp and Paper. 1981. Fines, prison terms for price fixing. (March) 55(3):21. 

NOTE:*= a corporate member of the National Forest Products Association. 
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The conglomerates and Mobil have not integrated their 
wood-based business with other corporate enterprises. 5 

In addition to the industry's top 90 sales-ranked firms, 
there are 23 Fortune 1,000 companies who have wood
based operations, but are organized in such a manner that 
determining and reporting their wood-based sales is either 
impractical or impossible. In general, these companies 
operate in the following wood-based industries: mobile 
homes (e.g. AMF, Pepsico), paper coating (e.g. Borden, 
3M), wood furniture (e.g. Burlington Industries, Congo
leum), and foreign operations in the primary wood-using 
pulpmill industry (e.g. Celanese and Koehring, both oper
ating in Canada). 6 

In sum, 90 companies account for almost half of all 
wood-based sales, with four giant firms dominating the 
industry with 15 percent of sales. In addition to the com
panies dependent on wood products for their existence, 
there are a number of large firms (19) based in other 
industries who may be considered to be leading wood
based revenue producers . These companies are the "new 
diversified entrants'' to the industry. 

Conduct 

An important element of inter-firm conduct is merger 
activity, an element which directly causes structural 
changes within and across industry boundaries. Mergers 
are the vehicles that allow companies to grow externally. 
Since the top 90 firms were ranked by sales for 1978, a 
number of recent merger developments have affected the 
structure of the wood-based industry (Table 2). A look at 
the extent of merger activity within the industry since the 
1978 sales ranking indicates, if nothing else, that the 
structure of the industry is changing constantly and rather 
dynamically. 

Divestitures of wood-based operations are an impor
tant merger-related consideration. Someone's acquisition 
is someone else's divestiture. Divestitures of wood-based 
subsidiaries by companies based in other industries are as 
follows: 

Divestiture of large wood-based subsidiaries 
Fortune Year Year 
rank Company (subsidiary) acquired divested 

166 AMAX (AMAX Forest 
Products) 1976 1979 

75 Bendix (American Forest 
Products) 1969 1980 

200 Ethyl (Albermarle Paper; 
Oxford Paper) 1962 1976 

58 Gulf+ Western (Brown 
Company) 1968 1980 

104 NCR (Appleton Papers) 196? 1977 
186 Olin (Olinkraft) 1949 1967 (partial) 

lTo illustrate the difference between horizontal and vertical integration, suppose a firm 
that manufactured and marketed metal and glass packaging containers (cans and bottles) 
acquired a plant that made fiber containers (boxes). If the company put their cans and 
bottles into boxes from the box plant , it would be vertical integration. If the boxes were 
for other uses and were sold to the same buyers that purchased cans and bottles , then it 
would be horizontal integration. 

6A listing of these firms and the industries in which they operate is included in Appendix A 
as the "unranked" category of wood-based companies. Appendix A consists of two 
tables which display the Standard Industrial Classification (SIC) coded industries that 
Fortune 500 wood-based companies operate in . 
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Because recent divestitures by diversified firms seem to 
be a more significant development than actual acquisi
tions of wood-based subsidiaries, there seems to be little 
justification for fear that a large wood-based company will 
be acquired by a non-wood-using company, such as the 
Phillips Petroleum/Crown Zellerbach rumor of 1979 or 
the failed 1979 Occidental Petroleum/Mead takeover. 
Failed takeovers of Hammermill Paper and Diamond 
International in 1980 also quash such fears. Add to this 
Mobil's dissatisfaction with their Marc or (Container 
Corp.) subsidiary? (Business Week 1980b), and it appears 
that the trend to more diversified entrants in the industry is 
over. In spite of these divestitures, Shanklin (1979) points 
out that while great diversity was the theme of the 1960s, 
compatibility was the theme of the late 1970s. Divesti
tures of noncompatible subsidiaries are the quickest way 
to get rid of them. However, there remain enough new 
diversified entrants with wood-based subsidiaries to 
consider this group of firms a significant factor in the 
industry. 

Regulatory antitrust actions are also an important 
element which reflects industry conduct. In the 1970s, 
forest industry firms were assessed a half billion dollars in 
antitrust settlements for price fixing (Table 2). Container 
Corporation of America suffered the most monetary dam
age, paying price fixing penalties approaching $58 mil
lion. The actions in question occurred prior to the 1974 
merger with Mobil. Next, Weyerhaeuser paid $54 mil
lion, followed by Champion International at $46 million 
and International Paper at $42 million. Then came two 
new diversified entrants- Owens-Illinois at $33 million 
and Continental Group at $32 million. Boise Cascade was 
next at $25 million. Nine other firms each paid between $7 
million and $17 million in penalties (Table 2). Missing 
data indicate that the firms were not impacted by these 
antitrust allegations. 

Another significant antitrust action that affected the 
structure of the industry was the creation of Louisiana
Pacific in 1972. Georgia-Pacific spun off 20 percent of its 
assets to comply with a Federal Trade Commission con
sent decree, which alleged that Georgia-Pacific was 
monopolizing the southern plywood industry. There may 
be future antitrust actions in the wood-based industry. 
According to Michaels (1979), a grand jury probe is 
underway to investigate the manufacture and sale of all 
paper in the U.S. More than 2 million pages of documents 
have been subpoenaed, and the biggest price fixing case of 
all may be forthcoming. 

Near-term capital spending plans for many of the top 
40 wood-based companies present another view of in
dustry conduct (Table 2). Capital spending plans reflect 
the commitment that a company has toward the industry, 

7Container Corporation of America , one of the top 10 North American pulp, paper, and 
paperboard companies, merged with the retailing firm of Montgomery Ward in 1968 to 
form Marcor , Inc . Mobil Oil merged with the holding company Marcor in 1974, forming 
the Mobil Corporation, a holding company operating Mobil Oil, Montgomery Ward, and 
Container Corporation. Container Corporation provided about 4 percent of Mobil sales in 
1978. Mobil loaned Wards $200 million in 1980, and an additional $100 million in early 
1981 . The loans were to prop up Ward's sagging bond ratings, caused by poor earnings
Wards lost $82 million in the first half of 1980. During 1979, Mobil earned a pathetic 5 
percent on its 1974 investment of $1.7 billion. It is unlikely that such a diversification 
would be made today . According to Business Week (1980b) " Marcor was an aberra
tion .... The Marcor deal : bad timing , bad business. " 



and how it views prospects for the future of the industry. 
Missing date in Table 2, however, indicate only that the 
sources used do not list plans for the company . 

Performance 

There is a wealth of financial performance data avail
able for large U.S. companies, particularly in Forbes 
magazine ' s ' 'Annual Report on American Industry '' 
(Forbes 1980a) . Unfortunately , it is most difficult , if not 
impossible, to determine the co~tributions that ea~h 
division or subsidiary of the large ftrm makes toward tts 
overall performance . Thus, only overall corporate per
formance can be considered. 

It is also difficult to deal with any performance criteria 
other than financial. Since the focus of this study was on 
land-use by the large corporation , acceptable and easi!Y 
measurable criteria for timberland resource stewardshtp 
would seem appropriate. However, the heterogeneity of 
forest lands make the development of such criteria un
feasible. The regional timber supply situation from other 
private and public timber tracts waul? als? make such 
judgments rather useless when companng. dtfferent com
panies . So instead of resource stewardshtp performance 
measures , overall financial performance measures for 
each company must suffice. This is the .most relevant 
information for investors in any event, so tt also may be 
the most relevant performance measure from the social 
perspective as well . 

Six financial performance measures were considered 
by the study (Table 3). Thre~ of these are measure~ of 
profitability - return on equtty, return on total capttal , 
and net profit margin8 - and three are measures of growth 
- sales growth, earnings per share growth, an~ stock 
price growth. The only performance me~sure t~at 1~ not.a 
five-year average is the net profit margt~ , whtc~ m thts 
case reflects conditions in 1979. Net proftt margm repre
sents the percent of each dolla: o~ sal~s revenues that is 
available for two purposes: 1) dtstnbutto~ to stockhold~rs 
through dividends and 2) retained earnmgs to be re.t~
vested in the company. This margin ranges from a def~ctt 
(Singer) to 17.4 percent (Fort Howard Paper). Th.e m.edtan 
net profit margin for large .wo<;>~-based compames ts 5. 8 
percent. The five-year profttabthty measures have the fol
lowing medians: return on equtty (14.4 percent) and 
return on capital (9.6 percent). Growth measures .have the 
following medians: sales (12 .1 percent), eammgs per 
share (14 .0 percent) and stock price change (105 percent 
compared to a change in the Consumer Price Index of 45 
percent). 

The solid wood products industry, dependent ~s it is 
on building construction , is among the most cychcal of 
industries . Despite a flagging economy i!l1979 , retu~ on 
equity was a healthy 19 percent- the htghest level smce 
1974. Much of this strength reflected the success of paper 
operations, which profited from big~ prices and short su~
plies, pushing paper-produced eammgs to reco:d levels. m 
1979. Wood producers benefited from low mventones 
and strong exports, plus vigorous housing starts for most 
of 1979 (Forbes 1980a). Consequently, the financial per-

8Profitability perfonnance measures are defined in the Glossary . 
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formance figures used in the study (Table 3) recapitulate 
what was , on balance, a good year for forest industry 
companies . 

The only clear finding regarding financial perform
ance in the wood-based industry is that Fort Howard 
Paper, ranked 40 in sales , appears to be the best performer 
for the period analyzed. This company is also one of the 
best performers among all the Forbes companies . Perhaps 
this has something to do with Fort Howard Paper's policy 
of being almost entirely dependent on recycled fiber as its 
raw material source, or perhaps it is due to the peculiari
ties of the markets this company serves, or perhaps it is the 
excellence of the management team. Most likely, Fort 
Howard Paper's outstanding performance is attributable 
to a combination of these and other factors . 

LAND CONTROL BY LARGE CORPORATIONS 

If such a thing as the ''Great American Dream' ' 
exists, land surely plays a central role in it. The security 
offered by ownership of one' s environment- either for 
living or for earning a living- is an important feature not 
only in our culture, but in virtually all others as well . 
Control of land, the physical space dimension as well as 
the bundle of legal rights implicit in the concept, is power. 
In the words of Wunderlich, a USDA land economist, 
"Land is a means for distributing and exercising power" 
(Meyer 1979, p. 48). 

Land economics is the field of study dealing with 
man ' s economic relationships with others respecting land; 
and like economics in general, is concerned with both the 
allocation and use of scarce resources. Land economics 
involves diverse economic relationships , but is always 
concerned with problems and situations in which land, its 
use or control, is regarded as a factor of strategic or limit
ing importance. Throughout much of the Western world , 
especially in the United States and Canada, the major land 
problem is not providing people with basic sustenance, 
but rather of marshaling land resources so that they might 
be used more effectively to provide people with higher 
levels of living (Barlowe 1978). A study such as this one 
on the factors influencing corporate land-use decisions , 
which are strategic decisions , is essentially an inquiry in 
land economics. 

There are certain key industries which are dependent 
on land: agriculture, mining, and forestry. The institu
tional arrangements that provide for the production of 
goods and services from land resources help to determine 
where a country stands in relation to others in the global 
economic perspective; in short, how they use and manage 
these resources. In our economic system that values indi
vidual freedom and rewards individual initiative, it should 
not be surprising that substantial portions of the vast land
based resources of the U.S. are owned by private individ
uals, either people or corporations. As Davis (1976) 
points out, 74 percent of the land area in the 48 contiguous 
United States is privately owned. Twenty-one percent of 
the 48 United States are owned by the federal government. 
States (4 percent), counties, and municipalities comprise 
the remaining 5 percent ownership category. When 
Alaska is considered, the federal ownership share jumps 



Table 3. Performance dimensions of U.S. wood-based industry : 1975 to 1979 profitability and growth of the top 
90 wood-based U.S. companies, 1978. 

Sales Rank 
1978 

Woodbased 1 ' 2 ' 3 Fortune 5 Company 5 

2 
3 
4 
5 

6 
7 
8 
9 

10 

II 
12 
13 
14 
!5 

16 
17 
18 
19 
20 

21 
22 
23 
24 
25 

26 
27 
28 
29 
30 

31 
32 
33 
34 
35 

36 
37 
38 
39 
40 

41 
42 
43 
44 
45 

46 
47 
48 
49 
50 

51 
52 
53 
54 
55 

56 
57 
58 
59 
60 

61 
62 
63 
64 
65 

66 
67 
68 
69 
70 

71 
72 
73 
74 
75 

53 
62 
69 
74 

128 

148 
Ill 
115 
168 

4 

20 
225 
251 
238 
127 

263 
67 
II 

273 
300 

305 
243 

93 
19 

336 

174 
403 
448 

75 

58 
66 

464 
341 
183 

201 
46 

495 
182 
580 

589 
169 
639 

620 

595 

378 

186 

192 

785 

202 
810 
711 

801 

826 

113 
862 
865 

80 
904 
933 

964 

230 
524 

318 
249 

Georgia-Pacific 
International Paper 
Weyerhaeuser 
Champion International 
St. Regis Paper 

Kimberly-Clark 
Boise Cascade 
Crown Zellerbach 
Scott Paper 
Mobil (Container Corporation) 

Procter & Gamble (Buckeye, others) 
Union Camp 
Louisiana-Pacific 
We.stvaco 
Mead 

Great Northern Nekoosa 
Continental Group 
ITT (Rayonie r) 
Hammermill Paper 
Potlatch 

Willamette Industries 
Diamond International 
Owens-Illinois 
Tenneco (Packaging Corporation) 
Southwest Forest Industries 

Time (Temple-Eastex) 
Masonite 
Olin kraft 
Bendix (American Forest Products) 
Inland Container 

Gulf+ Western (Brown Company) 
American Can 
Federal Paper Board 
Bemis 
Koppers 

Times Mirror (Publishers Paper) 
Philip Morris (Plainwell, Nicolet, others) 
Consolidated Papers 
Johns-Manville 
Fort Howard Paper 

Stone Container 
Jim Walter (Celotex, others) 
Georgia-Kraft 
Simpson Timber 
Alton Box Board 

Longview Fibre 
Edward Hines Lumber 
Saxon Industries (Standard Packaging) 
Roseburg Lumber 
Olin 

Fibreboard 
St. Joe Paper 
SCM (Allied Paper) 
Hudson Pulp & Paper 
Chesapeake Corporation of Virginia 

U.S. Gypsum 
Brunswick Pulp & Paper 
Pacific Lumber 
Bird & Son 
Tam pax 

Pope & Talbot 
Menasha 
Singer 
Bohemia 
Lane 

Johnson & Johnson 
Pentair 
Medford 
Gilman Paper 
P.H. Glatfelter 

Evans Products 
Sonoco Products 
Santa Fe Industries (Kirby For. Ind.) 
Flintkote 
GAF 

Return on 
equity (ROE) 

Profitability" 

Return on Total 
Capital (ROTC) 

Net Profit 
Margin 11979) Sales Growth 

Growth 6 

Earnings per 
Share Growth 

Stock 
Price Change 

Rank Percent Rank Percent Rank Percent Rank Percent Rank Percent Rank Percent 1 

12 
22 
14 
26 
40 

8 
37 
35 
47 
27 

II 
6 

24 
31 

7 

29 
41 
41 
52 
18 

9 
33 
45 
20 
49 

18.7 
16.7 
17.6 
15.0 
12.3 

19.3 
12.4 
12.7 
11.0 
14.5 

18.9 
19.5 
16.3 
14.0 
19.5 

14.4 
12.2 
10.1 
9.6 

17.0 

19.3 
13.3 
11.2 
17.0 
10.2 

22 
II 
16 
43 
40 

8 
35 
36 
44 
23 

7 
10 
26 
32 
18 

29 
39 
49 
53 
15 

12 
19 
50 
37 
52 

I 1.1 
11.2 
12.2 
8.6 
8.9 

14.2 
9.2 
9.2 
8.2 

14.0 

14.9 
13.6 
!0.7 
9.5 

11.4 

10.1 
9.1 
7.8 
6.7 

12.3 

13.3 
11.3 
7.6 
9.2 
6.7 

16 17.1 13 13.0 
36 12.7 24 11.0 
(Merged with Johns-Manville) 
26 14.8 17 11.9 
(Merged with Time) 

3 20.3 34 9.3 
38 12.4 41 8.8 
50 10.2 51 6.8 
46 I 1.1 46 8. I 
15 17.6 14 12.7 

4 19.9 4 17 .6 
2 22.7 II 13.5 

13 !8.4 5 16.1 
42 11.9 42 8.6 

I 28.2 I 25.5 

28 14.5 33 9.4 
19 17.0 25 11.0 
(Joint Venture - Mead & Time) 
(Privately held) 

17 
54 
56 

17.1 
8.6 
5.3 

(Privately held) 

6 
47 
56 

!5.7 
6.3 
4.2 

43 11.7 38 9.1 

(Merged with Louisiana-Pacific) 
(Privately held) 

21 
3 
5 

19 
24 

2 
26 
32 
18 
46 

28 
7 

II 
25 
31 

15 
50 
55 
51 

9 

17 
33 
49 
34 
47 

29 
10 

45 

42 
52 
56 
41 
36 

8 
27 
4 

30 
I 

43 
35 

6 
57 
58 

48 

44 II .3 45 8.2 53 
(Merged with Georgia-Pacific) 

30 14.4 27 10.7 13 
(Joint Venture - Mead & Scott) 

19 .6 18.0 40 

59 deficit 59 deficit 59 

10 19.0 

(Privately held) 

21 !6.9 
23 16.6 
53 9.0 
48 10.9 
58 4.0 

13 

28 
9 

54 
48 
58 

!8.4 

I 0.3 
14.1 
7.4 
7.8 
3.8 

12 

44 
22 
14 
20 
54 

6.6 
13.0 
12.4 
6.8 
6.4 

14.7 
6.2 
5.4 
7.4 
4.1 

6.1 
10.9 
8.5 
6.4 
5.5 

7.9 
3.5 
2.4 
3.1 

10.0 

7.6 
5.3 
3.8 
5.2 
4.0 

5.9 
9.5 

4.2 

4.3 
2.9 
2.0 
4.5 
5.1 

10.1 
6.2 

12.5 
5.8 

17.4 

4.3 
5.2 

11.4 
1.6 
1.2 

4.0 

12 
39 
21 
43 
24 

44 
53 
22 
30 

I 

14 
38 

2 
26 
47 

16 
49 
48 
27 
35 

5 
46 
40 

7 
28 

8 
36 

34 

II 
37 
41 
56 
13 

18 
4 

15 
20 

6 

19 
42 

33 
23 
50 

45 

2.9 51 

8.4 29 

4.6 10 

defic it 59 

8.5 

4.3 
6.6 
8.4 
6.7 
2.7 

9 

58 
31 
32 
54 
57 

!5.9 
10.9 
13 .1 
10.3 
12.7 

10.2 
8.3 

12.9 
12.1 
22.1 

15.3 
11.0 
21.8 
12.4 
9.5 

14.3 
9 .1 
9.3 

12.4 
11.5 

19.5 
9.7 

10.7 
17 . 1 
12.4 

16.9 
11.2 

11.5 

16.2 
11 .0 
I 0.5 
6.4 

15.6 

14.0 
20.1 
15.1 
13.4 
!9.3 

13 .5 
I 0.4 

11.6 
12.7 
8.9 

9.8 

8.7 

12.2 

16.3 

- 0.1 

16.8 

2.7 
11.9 
11.8 
7.4 
6.2 

26 15.2 
14 18.2 
37 11.5 
39 11.2 
43 10.6 

6 26.1 
unranked 
47 9.0 
42 10.6 
46 9.4 

40 11.2 
17 17.6 
44 10.5 
24 15.7 

8 25.6 

27 14.9 
35 12.0 
55 1.9 
49 8.1 

9 23.3 

23 15.8 
52 5.4 
41 10.8 
45 10.3 
50 6.5 

18 17.5 
53 4.0 

22 16.2 

I 0 22.3 
16 17.6 
54 3.5 
33 12.9 
12 20.2 

15 17 .9 
13 18.9 
7 26.0 

48 8.9 
5 27.7 

31 13.9 
30 14.0 

38 I 1.3 
51 6.0 
56 - 0.7 

85.7 

43 
59 
57 
30 
47 

41 
13 
45 
51 
16 

60 
40 
20 
26 
18 

25 
58 
38 
44 
2] 

21 
39 
54 
42 

8 

10 
46 

24 

35 
55 

7 
29 

9 
49 

5 
53 
17 

II 
52 

6 
37 
12 

27 

4 31.6 !9 

28 

21 

58 

29 

3 
19 
32 
36 
57 

14.8 28 

16.5 36 

deficit 63 

14.7 

36.7 
17.2 
13.6 
11.8 

-10.9 

61 

2 
14 
34 

3 
so 

59.3 
1.4 
5.5 

116.7 
41.6 

63.5 
211.9 

56.5 
30.7 

186.8 

- 13.2 
65.0 

162.3 
126.5 
178.4 

127.7 
3.9 

70.3 
58.3 

156.4 

16 1.6 
69.5 
17.8 
63.3 

25 1.5 

235.7 
47.5 

136.4 

83.3 
17.2 

25 1.6 
117.7 
149.3 

239.8 
41.2 

287.8 
19.9 

183.0 

227.5 
29.4 

253.8 
72.1 

216.7 

125.6 

178.1 

120.5 

77.8 

- 30.4 

-14.7 

690.9 
202.5 

83.6 
402.1 

31.0 

(Continued) 



Table 3. (Continued) 

Profitability" Growth" 

Sales Rank Return on Return on Total Net Profit Earnings per Stock 
1978 equity !ROE) Capital !ROTC) Margin I 1 979) Sales Growth Share Growth Price Change 

Woodbased 1' 2 ' 1 Fortune 5 Company 5 Rank Percent Rank Percent Rank Percent Rank Percent Ran k Percent Rank Percent 1 

76 Burlington Northern (Plum Creek Lumber) 55 5.4 57 4.1 38 4.8 25 12.5 II 21.2 48 41.6 
77 994 Clevepak 
78 275 National Gypsum 39 12.4 30 9.6 16 7.9 52 8.6 34 12.3 31 11 1.6 
79 Consolida ted Packaging 
80 Wickes 32 98.0 

8 1 771 James River 
82 746 Ludlow 
83 142 Kerr-McGee 25 15.2 20 12.0 23 6.5 3 20 .7 25 15.2 62 - 16. 1 
84 48 1 Dennison Manufacturing (Dunn Paper) 4 294.6 
85 72 Litton Industries (Fi tchburg, Versoix) 57 5.2 55 4.9 39 4.6 55 6.9 20 16.8 I 11 92.8 

86 60 1 Cleveland-Cliffs Iron 
87 Brooks-Scanlon (Merged wi th Diamond International in 1980) 
88 472 Arcata 
89 ! 55 Owens-Corning Fiberglass 

1 Corporate annual report to stockholders. 1978. 
2 Moody's Industrial Manual. 1979. 

32 13.6 31 9.6 37 5. 1 17 14.3 52.9 IS 198.3 
33 96. 1 

3 Paper Trade Journal. 1979. Paper' s top 50 companies (June 30) 163(12): 47-64. 
4 Fortune. 1979a. The Fortune direc tory of the 1, 000 largest U.S. industrial corporations. (May 7 ) 99(9): 269-295; (June 18) 99(12): 157-184. 
5 Wood-based subsidiary appears in ( ). 
6 Forbes. January 7, 1980. 
7 For comparison , 1975-1979 Consumer Price Index change was 45 percent. 

to a third of all U.S. land, as the private share drops to 
three-fifths. Obviously, because of its vastness and fed
eral monopoly (93 percent of 375 million acres) on land 
control, Alaska needs to be considered separately in any 
land accounting. 

In an environment that features the rights of private 
citizens, the forest-based economy and wood-based 
industry is unusual in one important way. Although pri
vate landowners own three-fourths of the total U.S. land 
base and a like amount of the U.S. commercial forest land 
base,9 the government holds a majority of the softwood 
inventories that are so critical to both the lumber and paper 
sectors (Thoryn 1979). This can mean several things , 
among them that the government holds the best, most 
productive land or that the private sector owners, in con
cert with government, have historically mined the rich 
timber endowment on their lands . Few would argue that 
the latter is not the case. Sawyer (1979, p. 165) outlines 
the situation: 

Rapid early development of the U.S. forest 
industries contributed greatly to national 
growth, but little thought was given to the tran
sition from the heavy harvests of virgin forests 
to a sustained yield that could be obtained on a 
continuing basis. The painful transition from 
''slash and bum'' to the beginning of construc
tive forest management is well known. 
Accompanying it was the transition from lum
ber companies with a superior ability to harvest 
virgin stands to forest management companies 

9Sixty percent of the entire U.S. commercial forest land base of almost SOU million acres is 
held by non-industrial owners; farmers hold almost half of this acreage. Forest industry 
owns 14 percent of all U.S. timberlands; the remaining 26 percent is government-owned , 
with 18 percent of all commercial forest land under U.S. Forest Service control (USDA 
Forest Service 1973). 
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that have slowly shifted to tree farming to max
imize the yield of their forests . 

Through this evolution the lumber com
panies have been under continuing attack. Ini
tially , individual companies could hardly have 
turned their efforts to sustained-yield forest 
management when industry economics were 
based on plentiful virgin stands; however, a 
minimum effort toward conservation and fire 
protection could have greatly reduced the dam
age and increased the lumber supply and 
profits in the next generation. It has been sug
gested that both the national interest and in
dustry self-interest would have been well 
served by a slightly more long-range view. 
Had the lumber industry provided the genesis 
of forest conservation practices rather than 
adhering to a policy of determined opposition, 
both it and the public might have fared better. 
If we look at this case from the perspective of 
the present, we can see that industry manage
ment did not truly succeed in maximizing 
profits through its failure to act in its own self
interest. 

There exists, then, a strong historical basis for 
Samuelson' s (1976, p. 467) immutable observation that, 
"Everybody loves a tree and hates a businessman." 

Outright ownership of land is only one of three major 
categories of land and timber resource control - long
term lease or long-term cutting rights are the other two 
but it is the most significant form of control in the United 
States. Davis (1976) points out that the best way to control 
land is to hold an unencumbered title to the land. How
ever, as Worrell (1970) reminds us: 

The owner of a forest possesses exclusive 
rights to use that forest in the way he sees fit . In 



the U.S., we have a long tradition of permitting 
and recognizing private property rights in for
est resources. Such private ownership can only 
exist, however, where there is a sovereign 
power that sanctions and protects the property 
rights that are vested in individuals or groups. 
No private owner in our society has absolute 
property rights in forest resources. 

Determining landownership and its value can be a 
most difficult and frustrating task as evidenced by a recent 
attempt by Forbes 1980b) to appraise the value of corpo
rate holdings: 

There's something missing from the tables: 
companies with substantial land holdings. We 
tried. We really did. In the end we had to give 
up because there were so many different com
panies owning so many different kinds of land 
that appraisals would be meaningless. Any
how, no two pieces of land are alike. It's differ
ent with other resources: coal, oil, gold, silver, 
and timber are far more fungible than land. 

The commodities, such as oil, minerals, and timber, are 
easier to value, but the problem in attempting to do this is 
the lack of information. That situation has been remedied 
for forest lands to a great extent by the work of Enk ( 197 5) 
and Clephane (1978a, b) among others, but lack of infor
mation on land ownership in general is surprising. As 
Meyer (1979, p. 47) puts it, "Almost everything about 
American land is known except who owns it.'' It is incred
ible that the scores of public decisions regarding land-use 
during the 1970s were made without considering land 
ownership patterns; more incredible, because $1.2 tril
lion, or 15 percent of the national wealth, is bound up in 
land holdings (Meyer 1979). The federal government has 
made some recent attempts to fill the void regarding land 
holdings (Wunderlich 1978, USDA ESCS 1979). Unfor
tunately, they fail to identify the land holdings of major 
corporations. 

Relying on the meager information that is available, it 
is obvious that large oil companies are the dominate cor
porate landowners (Table 4). Wood-based companies 
control large amounts of land. Railroad operators also 
hold significant parcels of land. The North American 
acreage that Meyer (1979) claims is controlled by Cham
pion International seems excessive in relation to the other 
wood-based firms (Table 4), but it is conceivable that their 
Canadian leases might approach the 17 million acres indi
cated. By comparison, Champion International's U.S . 
ownership is approximately 3 million acres. 

A clear understanding of the industrial ownership of 
forest land as a component of the economic structure of 
the wood-based industry is needed before corporate land
use strategies can be explored. Three parameters are most 
important to this explanation: acreage held in fee owner
ship, which is important because the company has the 
most management flexibility with this means of land con
trol; timberland market values, which indicate the relative 
quality of the land; and the company's wood raw material 
self-sufficiency percent, which indicates how dependent 
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Table 4. Control of North American land by selected 
corporations, 1979. 

Corporation 

Exxon 
Standard Oil of Indiana 
Champion International 
Gulf Oil 
Shell Oil 
Standard Oil of California 
Burlington Northern 
International Paper 
Union Pacific 
Boise Cascade 
Weyerhaeuser 
Southern Pacific 
General Crude Oil 
Georgia-Pacific 
St. Regis Paper 
Crown Zellerbach 
Diamond Shamrock 
Union Camp 
Tenneco 
Continental Group 

Total acreage 
controlled' 

40 ,249,000 
27,546,000 
17 ,702,000 2 

12,511,000 
9,550,000 
9,001,000 
8,600,000 
8,503,000 
7,900,000 
6,000,000 
5,865,000 
5,200,000 
4,800,000 
3,900,000 
3,524,000 
2,081,000 
1,779 ,000 
I ,680,000 
I ,666,000 
1,468,000 

Timberland 
owned 

3,024,000 

1,500,000 
8,503 ,000 

2,608,000 
5,865,000 

450 ,000 

3,900,000 
3,151 ,000 
1,702,000 

1,680,000 
363 ,000 

1,468,000 

Source: Meyer (1979, p . 47) except timberland owned (Table 5) . 

1 Some oil and gas holdings include offshore acreage . Note that M obil is 
not on the I ist. 

2 Champion International's total control may be grossly overstated (see 
Table 5) . 

the company is on its own land base for its timber sup
plies. These timber resource dimensions for the top 90 
wood-based companies in 1978 are shown in Table 5. 

The total acreage owned by the top 90 companies in 
the wood-based industry represents 91 percent of all U.S. 
timberland owned by forest industry companies. 10 In addi
tion to this 62 million acres of U.S. lands, 3 million Cana
dian acres are owned by seven of the top nine companies, 
most of it held by International Paper and Scott Paper 
(Table 5). Foreign companies are thought to own almost 5 
million acres of American land, 11 with 600,000 acres hav
ing been acquired betwen 1977 and 1979 (Meyer 1979). 
The top 40 wood-based sales-ranked U.S. companies 
account for 40 percent of U.S. wood-based sales and 80 
percent of all U.S. timberlands owned in fee by forest 
industry companies. Again, as with sales and perform
ance, significant gaps in the knowledge of timberland 
ownership by the new diversified entrants exist (Table 5). 

Timberland market values for U.S. companies 
changed between 1978 and 1980 estimates (Table 5). 
These variances may be interpreted as either an increase in 
value, in both real and current value terms; or as a discrep
ancy in the points of view of the two different analysts 
who calculated the information. The largest variance in 
valuation estimates occurs in valuing the largest acreage 
holding - International Paper. One analyst pegs their 

IOForest industry owns 68 million acres of U.S. commercial forest land (American Forest 
Institute 1979) . 

II Two million acres of U.S. land are owned by foreign wood-based companies- primarily 
Canadian, (e.g. MacMillan Bloedel) and British companies (e.g. Bowater) serving U.S . 
markets (lrland 1976b) . 



Table 5. Timber resource dimensions of U.S. wood-based industry: fee-ownership, market valuation, and self-
sufficiency for the top 90 wood-based U.S. companies, 1978. 

U.S . Acres 
Sales Rank Owned in fee Timberland Market Valuations 
1978 1977 6 ($ Millions) 

Wood·based'· 2•3 Fortune< Company 4 •5 (thousand) 19786 19807 19806 

1 53 Georgia-Pacific 3,550 [3,900] 16 3,170 3,404 3,815 
2 62 International Paper 7,203 [8,503] 16 3,265 3,857 5,83026 

3 69 Weyerhaeuser 5,865 8,985 9,534 11,145 
4 74 Champion International 3,024 [3,083] 16 1,670 2,120 2,150 
5 128 St. Regis Paper 3,151 1,225 1,571 1,920 

6 148 Kimberly-Clark 900 [ 1 ,004] 16 550 43922 400 
7 111 Boise Cascade 2,608 [2,632] 16 1,650 1,703 1,775 
8 115 Crown Zellerbach 1,702 [1,879] 16 2,610 2,910 3,050 
9 168 Scott Paper 1,848 [2,958] 16 1,080 1,222 1,295 

10 4 Mobil (Container Corporation) 726 

11 20 Procter & Gamble (Buckeye, others) XXX 1 (book: 58)1 

12 225 Union Camp 1,680 670 940 1,230 
13 251 Louisiana-Pacific 696 [900] 17 1,165 1,319 1,460 
14 238 Westvaco 1,175 455 522 710 
15 127 Mead 1,366 350 669 675 

16 263 Great Northern Nekoosa 2,705 370 614 595 
17 67 Continental Group 1,468 585 955 
18 II ITT (Rayonier) I ,100 1,235 
19 273 Hammermill Paper 401 95 168 
20 300 Potlatch 1,297 880 1,210 I ,190 

21 305 Willamette Industries 469 570 994 685 
22 243 Diamond International 1,434 560 570 
23 93 Owens-Illinois 950 290 
24 19 Tenneco (Packaging Corporation) 363 145 
25 336 Southwest Forest Industries 33 [458] 18 

26 174 Time (Temple-Eastex) 1,047 420 
27 403 Masonite 500 415 60023 

28 448 Olinkraft 585 330 
29 75 Bendix (American Forest Products) 167 215 
30 Inland Container 475 190 

31 58 Gulf+ Western (Brown Company) xxx 13 

32 66 American Can 500 115 
33 464 Federal Paper Board 361 190 
34 341 Bemis 0 
35 183 Koppers xxx 13 

36 201 Times Mirror (Publishers Paper) xxx 13 

37 46 Philip Morris (Plainwell, Nicolet, others) Ql2 

38 495 Consolidated Papers 291 
39 182 Johns-Manville 
40 580 Fort Howard Paper Company 0 

41 589 Stone Container 0 
42 159 Jim Walter (Celotex, others) xxx 13 

43 639 Georgia-Kraft 949 
44 Simpson Timber XXX 13 

45 620 Alton Box Board 

46 595 Longview Fibre 360 19 914 124 
(400,000 

acres) 
47 Edward Hines Lumber 0 
48 378 Saxon Industries (Standard Packaging) 175 19 

49 Roseburg Lumber xxx 13 

50 186 Olin 540 

16 . 



Wood Raw Material Self-Sufficiency (percent) 

Unde- Growth / Harvest/ 
fined Consump- Consump- Regional fee-ownership of U.S. timberland 
6 ,9 ,2 tion 10 tion 11 (thousand acres) 6 • 12 ·" Total acres under control 14 

19776 19789 1978 1 1979 10 197911 Northwest Intermountain South Central Northeast Un ited States6 Foreign " 

55 50 44 53 1,000 2,100 450 3,550 3,072 
45 40-45 57 44 500 5,003 1,750 7,203 16,485 
88 90+ 100 89 112 2,825 3,040 5,865 9,077 
39 50-55 49 44 458 681 1,451 434 3,024 3,985 
34 39 41 46 44 289 200 1,418 1,244 3,151 4,371 

38 30 18 324 552 24 900 10,104 
38 50 61 39 38 287 1,200 441 326 354 2,608 4,229 
43 57 50 70 850 852 1,702 1,127 
43 43 47 245 743 860 1,848 1,110 

584 726 

XXX 96019 
40 34 34 55 30 1,600 I ,700 12 
32 39 39 16 15 208 333 115 40 90017 
19 35 40 34 33 1,175 1,1 75 60 
17 25 21 475 605 4,560 19 

29 30 30 34 296 258 2,159 2,799 12 
25 1,468 1,468 

350 750 1,100 I ,410 
16 17 14 225 176 401 
54 55 40+ 38 40 512 539 246 I ,297 762 

21 54 36 32 214 179 76 469 
401 148 885 1,434 

50 695 270 I ,123 12 

363 I ,666 26 

450 40 590 12 

1,100 I ,10012 

108(53Cal.) 365 40 553 12 40 12 (So. Afr.) 
52 585 585 12 

33 171 (Cal.) 171 12 

22 475 1,00212 

XXX 4,50019 

265 267 567 12 2,529 
39 19 249 365 12 

0 
X XXX XXX xxx 13 

XXX XXX 13 
012 

2 1 29 1 291 374 

I 00% recycled fiber 25 0 

0 
XXX xxx 13 

949 949 
XXX xxx13 

53 49 360 360 

0 
175 

XXX XXX 13 

540 

17 
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Table 5. (Continued) 

Sales Rank 
1978 

Wood-based'· 2 · ' Fortune• 

51 
52 
53 
54 
55 

56 
57 
58 
59 
60 

61 
62 
63 
64 
65 

0 66 
67 
68 
69 
70 

71 
72 
73 
74 
75 

76 
77 
78 
79 
80 

81 
82 
83 
84 
85 

86 
87 
88 
89 
90 

192 

785 

202 
810 
711 

801 

826 

113 
862 
865 

80 
904 
933 

964 

230 
524 

318 
249 

994 
275 

771 
746 
142 
481 

72 

601 

472 
155 

Company 4 • 5 

Fibreboard 
St. Joe Paper 
SCM (Allied Paper) 
Hudson Pulp & Paper 
Chesapeake Corporation of Virginia 

U.S. Gypsum 
Brunswick Pulp & Paper 
Pacific Lumber 
Bird & Son 
Tamp ax 

Pope & Talbot 
Mensha 
Singer 
Bohemia 
Lane 

Johnson & Johnson 
Pentair 
Medford 
Gilman Paper 
P.H. Glatfelter 

Evans Products 
Sonoco Products 
Santa Fe Industries (Kirby For. Ind.) 
Flintkote 
GAF 

U.S. Acres 
Owned in fee 
1977 6 

(thousand) 

140 
1,000 20 

xxx 13 

347 

165 

126 

60 

87 

Burlington Northern (Plum Creek Lumber) I ,500 
Cleve pack 
National Gypsum 
Consolidated Packaging 
Wickes 

James River 
Ludlow 
Kerr-McGee 
Dennison Manufacturing (Dunn Paper) 
Litton Industries (Fitchburg, Versoix) 

Cleveland-Cliffs Iron 
Brooks-Scan! on 
Arcata 
Owens-Corning Fiberglass 
Southern Pacific 

Total Top 90 

243 1 

xxx 13 

62,00027 

1 Corporate annual report to stockholders. 1978. 
2 Moody 's Industrial Manual. 1979. 
3 Paper Trade Journal. 1979. Paper 's top 50 companies (June 30) 163(12): 47-64 

Timberland Market Valuations 
($Millions) 

19786 19807 1980' 

155 

135 227 

1,015 

280 

140 

140 

(book: 21)1 

250 

1,450 I ,460 

200 

4 ~- 1979a. The Fortune directory of the 1,000 largest U.S. Industrial corporations. (May 7) 99(9): 269-295; (June 18) 99(12): 157-184. 
5 Wood-based subsidiar~ 
6 Ciephane, T .P. 1978a. Timber becoming more important in paper company profitability. Pulp and Paper (June) 52(6):62-64. And 

Clephane, T.P. 1978b. Ownership of timber: a critical component of industrial success. Forest Industries (August) 105(9): 30-32. 
7 Clephane, T .P. 1980. Timberland investment increasing as means of improving profitability. Pulp and Paper (November) 54(11): 72 -73. Note: 

Values over one billion dollars are discounted 25%. 
8 Adapted from Forbes. 1980b. Appraised value: the stuff of dreams. (May 12) 125( 1 0) 145-1 54. Data furnished Forbes by W.M. Wigder, 

limited partner, First Manhattan Company. 
9 Wiegner, K . M . 1979. America ' s green gold: forest resources. Forbes (December 24) 124(13): 40-46. 
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Wood Raw Material Self-Sufficiency (percent) 

Unde- Growth/ Harvest/ 
fined Consump- Consump-
6 ,9 ,2 tion 10 tion 11 

Regional fee-ownership of U.S. timberland 
(thousand acres) 6 • 12 • 13 Total acres under control 14 

19776 19789 1978 1 1979 10 197911 Northwest Intermountain South Central Northeast United States• Foreign'' 

36 26 

1 0 Growth to consumption ratio, from Clephane 1980. 
1 1 Harvest to consumption ratio, from Clephane 1980. 

165 

126 

60 

87 

200 

242 
43 

450 

140 

1,300 

1,000 

XXX 

347 

XXX 

630 

XXX 

243 
XXX 

XXX 

140 
1,000 20 

XXX 13 

347 

165 

126 

60 

87 
XXX 13 

630 
14 

8,60026 

243 
xxx 13 

xxx 13 

242 
43 

5,20026 

12 0'Laughlin, J. 1980.Strategic planning and land-use decision making by the new diversified entrants in the wood-based industry. PhD . disserta
tion. St. Paul : College of Forestry, University of Minnesota. 

' ' Stanford Research Institute. 1974. Timber supply opportunities for " Company XYZ ." Client private report. Total fo r eleven firms (xxx) is 
6 . 7 percent of all forest industries-owned timberlands. 

14 1ncludes fee-s imple ownership, long-term lease, or l ong-term c utting rights. 
1 5 Enk, G. A. 1975. A description and analysis of strategic and land use decision making by large corporations in the forest products industry. PhD . 

dissertation. New Haven: Yale University. 161 p . 
1 6 North American fee owned lands, includes Canadian ownership. 
1 7 Paper Trade Journal. July 15, 1980. 
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Table 5. (Continued) 
18 Southwest Forest Industr ies owned 33,000 acres of timberland in 1977 (Ciephane 1978). With the acquisition of a Florida pulp and paper opera

tion from International Paper for $220 million in March, 1979, were included 425,000 acres of timberland. 
19 Katz, R. L. 1970. Cases and concepts in corporate strategy. Englewood Cliffs, New Jersey: Prentic-Hall. 820 p. Extensive wood industry 

case example. 
2 0 Pulp & Paper, March, 1980. 
21 Wall Street Journal, June 20, 1980. 
22 Kimberly-Clark sold its northern California redwood holdings to Roseburg Lumber in 1979. 
2 3 Financial World, October 15, 1979. 
2 4 1nternational Paper's large gain is at least partly attributable to the 1979 acquisition of privately-held Bodcaw and its 330,000 acres of prime 

Louisiana timber, the largest wood-based merger- $805 million(~, September 10, 1979, p. 23-24). 
2 5 Forbes, January 7, 1980. 
2 6 Meyer, p. 1979. Land rush: a survey of America's land. Who owns it- who controls it, how much is left?~ (January) 258(1544):45-60. 
2 7 Total acreage of 62,000 owned by top 90 companies is 91 percent of all U.S. timberland owned by forest industry firms. 
Note: xxx = propriety information. 

timberland holdings at almost $4 billion (Clephane 1980), 
while estimates based on another analyst's valuation 
approach $6 billion (adapted from Forbes 1980b). The 
variance of $2 billion indicates that these market valua
tions are not very precise. In the case of International 
Paper, the $805 million Bodcaw acquisition in 1979 ap
pears to have been undervalued by Clephane (1980) and 
overvalued by the calculations based on Forbes' ( 1980b) 
information. 

Self-sufficiency timber resource percentages can vary 
considerably depending on the source (Table 5). For 
example, W estvaco in their 1978 annual report claims 40 
percent self-sufficiency, whereas Clephane (1978a) 
credits them with only half of this percentage. Wiegner's 
(1979) estimate of 35 percent for W estvaco more closely 
matches corporate claims. Potlatch conservatively under
states its self-sufficiency in its 1978 annual report at 40 + 
percent; the analysts both agree that 55 percent is about 
right. More recent work by Clephane (1980) explains the 
discrepancy - there are two basic self-sufficiency mea
sures: growth to consumption ratio and harvest to con
sumption ratio. 

International Paper owns the most timberland - bet
terthan 8.5 million acres. However, Weyerhaeuser's tim
berland holdings of almost 5. 9 million acres are of a much 
higher quality, because their timberland market value is 
comparable to that of the next three highest taken together 
-International Paper, Georgia-Pacific, and Crown Zel
lerbach (Table 5). 

Fee ownership valuation and self-sufficiency are not 
the only factors pertinent to an understanding of corporate 
land control. Other factors include regional patterns of 
land ownership, control methods other than fee owner
ship, and foreign land control by U.S. corporations (Table 
5). Without exception, the top 20 wood-based sales
ranked companies have significant land ownership stakes 
in the southern U.S. The top 10, with one exception 
(Kimberly-Clark), all have large ownership p!ifcels in the 
northwest as well. Many companies own land in Canada 
arid Latin America. 

Timberland ownership by forest industry companies 
may best be summarized by listing the top corporate tim
berland owners and a description of their assets. Table 6 
does this, and is titled "Billion dollar wood giants" 
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because 1980 estimates (Clephane and Carroll 1981) of 
the value of each of these holdings exceeds one billion 
dollars. Also included are the timber inventories for these 
16 rather unique companies. Three of the companies are 
new diversified entrants (ITT Rayonier, Continental 
Group, and Time). Two companies on the list are not 
among the top 40 wood-based companies: Burlington 
Northern, the transportation and natural resources giant 
that has amassed a large timber empire, and Pacific Lum
ber, with its relatively small acreage of redwood that has a 
high' 'value-to-volume'' ratio. Louisiana-Pacific is a sim
ilar case (Table 6). 

In total, the billion dollar wood giants own almost 40 
million acres of U.S. timberland, which represents 58 
percent of all industry-owned acreage and 8 percent of all 
U.S. commercial forest land. To put this in perspective, if 
the holdings of these 16 companies could be combined, 
they would represent an area that would qualify as the 21st 
largest state, in between Washington and Georgia in size. 
Either International Paper or Weyerhaeuser could qualify 
as the 42nd largest state, equivilant in size to Maryland. 

NEW DIVERSIFIED ENTRANTS 

Since 1949 the activities of large business firms have 
expanded in diverse directions. Mergers give the large 
firm an opportunity to acquire existing businesses. Such 
external growth has many advantages over slower internal 
growth. Firms seeking to diversify via the merger route 
have not overlooked the wood-based industry. Twelve of 
the top 40 wood-based companies have recently entered 
the industry by acquiring existing wood-based operations 
through merger. These 12 firms are different than the 
other firms in the industry in two main respects: they 
entered the industry after 1949 by merging with an exist
ing company, and they are diversified to the extent that 
their wood-based operations in no case exceed a third of 
total corporate revenues (Table 1). The 12 new diversi
fied entrants in the top 40 captured 7 percent of all U.S. 
wood-based sales in 1978. These companies are listed on 
Table 7, along with seven other new entrants from the 
second 40 companies. These 19 companies together have 
8 percent of all wood-based sales and own at least 14 
percent of all U.S. timberlands owned by forest industry 
companies. 



Table 6. Billion dollar wood giants: summary of corporate timber resource ownership, 1979-80. 

Timber 
Estimated timberland U.S. acres inventory Wood raw material 
valuation, 1980 owned in fee (millions of sell-sufficiency 

Company ($millions) (thousands) cubic feet) (percentage range) 

Weyerhaeuser 9,534 5,923 11,500 88. 100+ 
International Paper 3,857 7,110 9,001 40.57 
Georgia-Pacific 3,404 4,130 6,046 44.53 
Crown Zellerback :2,910 1,739 3.944 50.70 
Champion International 2,120 3,007 3,788 44-55 
ITT Rayonier 1,969 1,072 2,248 
Boise Cascade 1,703 2,640 3,024 38.61 
St. Regis Paper 1,571 3,179 3,639 39-46 
Louisiana-Pacific 1,319 880 1,964 15. 39 
Burlington Northern 1,294 1,492 2,264 
Pacific Lumber 1,268 165 1,320 
Scott Paper 1,222 1,838 3,493 43-47 
Potlach 1,210 1,311 2,340 38-55 
Time 1,198 1,530 1,913 
Continental Group 1,055 1,472 1,597 25 
Willamette Industries 944 548 996 32-54 
Union Camp 940 1,722 1,722 30.55 

Total $37.6 billion 39,758,000 acres 

Source: Clephane (1980, 1981). Additional self-sufficiency ratios from Corporate Annual Reports (1978) and Wiegner (1979). 

Table 7. Summary structure information on the "new diversified entrants" to the wood-based 
industry since 1949. 

1978 Sales rank 1978 Wood-based sales 
1978 1980 

Fortune 
Wood-based 1978 Estimated U.S. acres Timberland 

Wood- Company sales Total sales As% of industry owned in fee, 1977 market value 
based "500" (wood-based subsidiary) ($million) ($mil lion) total sales share % (thousand) ($million) 

10 4 Mobil (Container Corp.) 1,284 34,736 4 1.2 726 
11 20 Proctor & Gamble (various) 1,213 8,100 15 1.1 (1978 Book: 58) 
17 67 Continental Group 883 3,944 22 0.8 1,468 1,055 
18 11 ITT (Rayonier) 872 15,261 6 0.8 1,200 1,969 
23 93 Owens-Illinois 578 3,1 12 18 0.5 950 604 
24 19 Tenneco (Packaging Corp.) 533 8,762 6 0.5 363 246 
26 174 Time (Temple-Eastex) 471 1,689 28 0.4 1,047 1,198 
29 75 Bendix (Amer. For. Prod.) 429 3,625 12 0.4 167 419 
31 58 Gulf+ Western (Brown) 384 4,3 12 9 0.4 671 1 

32 66 American Can 369 3,981 9 0.3 500 212 
36 201 Times Mirror (Publ. Paper) 311 1,411 22 0.3 
37 46 Philip Morris (various) 310 4,969 6 0.3 0 
42 169 Jim Walter (various) 253 est. 1,7 19 15 est. 0.2 
50 186 Olin 195 1,560 13 0.2 540 
53 192 SCM (Allied Paper) 185 1,509 12 0.2 
65 80 Johnson& Johnson 135 est. 3,497 4 est. 0.1 
79 142 Kerr-McGee 62 est. 2,072 3 est. 0.1 243 
81 481 Dennison Mfg. (Dunn Paper) 56 409 14 0.1 
85 72 Litton Industries 50 est. 3,651 1 0.05 

Totals 8,573 8.0% 9,4002 

Sources: See Tables 1, 5. 
1 These five firms own 3.3 percent of forest industry-owned timberlands. Each owns at least 1,000 acres. 
2 These 19 firms own 14 percent of forest industry-owned timberlands. 
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Conglomerate companies have entered the wood
based industry strictly as a diversification move to expand 
their portfolios of investments represented by the range of 
activities of their subsidiary operations . Other types of 
new entrants have entered the industry to take advantage 
of the efficiencies available through expanding their oper
ations in either horizontal directions (packaging com
panies with captive packaging markets for packaging 
products new to their line) or vertical directions (pub
lishers requiring a large paper supply and construction 
companies needing solid wood products) . Producers of 
consumer products, especially Procter & Gamble, prob
ably qualify in both integrational directions. Mobil is the 
one exception, having made a diversification move from 
energy to the wood-based and retail sectors at one time in 
1974 by acquiring Marcor, the Container Corporation of 
America/Montgomery Ward holding company. Neither 
of these new business lines complement Mobil's basic 
energy business, yet Mobil seems undeserving of the 
"conglomerate" title, having as it does such a huge stake 
in energy. 

BASIC BUSINESSES OF WOOD-BASED COMPANIES 

The basic businesses of wood-based companies pro
vide further insight to the dimensions of the industry. 
Perhaps not surprisingly , large integrated paper and solid 
wood products producers dominate the industry, 15 com
panies having an estimated 24 percent of all U.S. wood
based sales (Table 8). There are 10 paper producers, some 
having integrated partially to solid wood products, among 
the top 40 , with an estimated 8.3 percent sales share. 
There are four true conglomerate firms among the top 40, 
with 2.1 percent of the total market for wood-based prod
ucts in the U.S. for 1978. The remaining 11 top 40 com
panies represent wood-based subsidiaries of diversified 
packaging, consumer products , oil , publishing , and 
building construction companies . The top 40 as a group 
represent 40.2 percent of all wood-based sales (Table 8). 

STRATEGIC GROUPS IN THE 
WOOD-BASED INDUSTRY 

Groups of firms with similar strategies (strategic 
groups) are a stable structural element, and are significant 
because strategy affects the preference system used by 
corporate decision makers selecting their operating poli
cies . Even more important, strategic groups in a market 
may be identified by an outside observer. The key is the 
relationship of the industry at hand and the diverse activi
ties the companies are engaged in outside that industry . 
Strategic choice by the corporation affects product tech
nology, degree of product differentiation, vertical integra
tion and diversification, and formal organization and 
control systems (Newman 1978) . These items, in tum, 
will affect land-use decisions. The strategic group concept 
is an important link between industrial organization 
economics and corporate management. 

Ackerman (1970) studied how two vertically inte
grated pulp and paper companies and two diversified com
panies with pulp and paper subsidiaries manage their 
three-phased quantum investment processes; in other 
words, how these two strategic groups of companies in 
the wood-based industry allocate resources for major cap
ital investments. There were two significant findings . 
First, the diversified corporations displayed greater 
decentralization of decision making. Second, regardless 
of the organizational structure, hypothesized financial 
models were not as significant in the investment process 
as were the following factors: phase one (definition) was 
an outgrowth of product-market strategy; phase two 
(impetus) was guided by measures of organizational per
formance; and phase three (authorization) was a function 
of the availability of funds and political power in the 
organization. 

Ackerman's (1970) findings regarding strategic 
groups of wood-based companies are interesting for illus
trating the importance of corporate strategies and organi
zational structures on corporate decision making. They 

Table 8. Summary of basic businesses of the top 40 wood-based sales-ranked U.S. companies, 1978. 

Basic business 

Wood (integrated paper & solid wood) 
Paper 
Multiproduct multimarket (conglomerate) 
Packaging (containers) 
Consumer products (food, toiletries, etc.) 
Oil 
Publishing 
Building (construction and materials) 
Packaging 

Source: See Table 1. 

Total 

Number of 
top 40 
companies 

IS 
10 
4 
3 
2 
I 
2 
2 
I 

40 

1 New diversified entrants. 7 percent of wood-based industry sales. 
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Estimated 
industry 
share 
(percent) 

24.0 
8 .3 
2.1 
1.6 
1.4 
1.2 
0.7 
0.6 
0 .3 

40.2% 

Relationship of 
wood-based products 
to basic business 

Basic business 
Basic business 
Portfolio investment 
Horizontal integration 
Vertical integration 
Portfolio investment 
Vertical integration 
Vertical integration 
Basic business 

Date of 
entry to 
wood-based 
industry 

pre-1949 
pre-1949 
post-1949 1 

post-1949 1 

post-1949 1 

post-1949 1 

post-1949 1 

pre-1949 
pre-1949 



are not entirely applicable, however, to timberland invest
ments because the carefully defined criteria for "quan
tum" investments do not include timberlands. Although 
acquisition of timberlands is unquestionably an expendi
ture for a capital asset, there are few such tracts left to be 
acquired. Thus the decision to acquire timberlands is 
overshadowed by nonpostponability. Investments in tim
ber management, on the other hand, are incremental in 
nature; they do not add discrete additions to a company's 
operations as a major or quantum capital investment 
would. 

Firms that share the same basic business may be 
placed in the same strategic group (Newman 1978). 
Although the new diversified entrants to the wood-based 
industry display a wide variety of basic businesses (Table 
8), they are considered a strategic group because they all 
have wood-based subsidiaries that in no case exceed a 
third of total corporate revenues, yet are major factors in 
the wood-based industry (Table 7). 

Thus, one strategic group of the top 40 wood-based 
companies are the 12 new diversified entrants that came 
into the industry from another industry. Another obvious 
group of firms are the top nine wood-based companies, 
whose major business is wood. Three of the remaining 19 
firms among the top 40 in the industry are traditional 
wood-users whose main business is not wood-based 
(Bemis, Koppers, Johns-Manville). From the remaining 
16 companies one may then select 12 traditional wood
users similar in size of sales volume to the new diversified 
entrants. The selection process is made easier by the fact 
that since 1978 Olinkraft and Inland Container have been 
merged into Johns-Manville and Time, respectively; and 
that Louisiana-Pacific was spun-off Georgia-Pacific in 
1972 to satisfy a Federal Trade Commission antitrust alle
gation. The top 40 wood-based firms for 1978 have thus 
been classified in four different categories (Table 9). 

Comparative Analysis of Structure 

Not surprisingly, the traditional top 10 firms- actu
ally the top nine plus Louisiana-Pacific- had 23 percent 
of all estimated 1978 wood-based sales revenues and 46 
percent of all the U.S. timberlands owned by forest indus
try companies (Table 10). They also paid a third of all the 
antitrust penalties assessed against certain segments of the 
paper industry in the 1970s. The top 10 are not highly 
diversified, having an average of 88 percent of their sales 
revenues from wood-based products. The top 10 firms in 
the wood industry have a product mix of paper to solid 
wood products of 62:38, more heavily weighted to solid 
wood products than the top 40 average of 72:28. 

The traditional sample group of 12 companies is quite 
similar in many respects to the wood-based subsidiaries of 
the 12 new diversified entrants among the top 40. Their 
sales and timberland ownership shares are quite similar, 
respectively 8.2 vs. 7.0 and 18.0 vs. 13.0, as are the 
product mix ratios - weighted heavily toward paper at 
better than 80:20 for each group. The new diversified 
entrants paid more than twice the antitrust penalties of the 
traditional sample group. The only structural parameter 
displayed on Table 10 where these two groups differ sig-
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nificantly is the diversification measure of wood-based 
sales as a percent of total corporate sales; the traditionals 

· are strongly wedded to wood at an average of almost 80 
percent, while the new diversifieds depend on wood
based sales for an average of only 8 percent of their 
revenues. 

Comparative Analysis of Financial Performance 

In assessing the performance of different strategic 
groups of firms populating an industry, an analysis of 
financial performance is about all that can be offered 
because it is the only consistent information available. 
The purpose of this inquiry would, of course, be greatly 
facilitated by some measure of timberland management 
performance. But there is no such thing, and because of 
the large site-specific variance in the quality of timber
lands, there may never be. Levels of investment and scope 
of activities are only a proxy for corporate performance. 
So, too, is financial peformance only a proxy for corpo
rate peformance. But it is the one that serves the needs of 
decision makers in capital markets, and it could be argued 
that financial performance is most important in a capitalist 
economy. 

An additional factor which limits assessments of the 
financial peformance of strategic groups is that perform
ance for the wood-based subsidiary of the large diversified 
firm is not available. Thus it is not possible to compare the 
traditional wood-based company to the similarly-sized 
wood-based subsidiary that has been captured, by merger, 
into a larger organizational structure. Procter & Gamble's 
1978 annual report to its shareholders addressed this point 
directly and succinctly: 

The company's operations are character
ized by interrelated raw materials and manu
facturing facilities and centralized research and 
administrative staff functions, making any sep
arate profit determination by product category 
dependent upon necessarily arbitrary assump
tions as to allocation of common costs. Differ
ent assumptions or physical or organizational 
arrangements would produce different results. 

With the above limitations in mind, certain observa
tions can be made about the performance of strategic 
groups in the wood-based industry. The most obvious one 
is that each of the four strategic groups of firms in the top 
40 is a leader in at least one measurement of financial 
performance (Table 11). A discussion of each of the 
groups and a comparison of the new diversified entrants to 
the similarly-sized traditionals follows. 

The strategic group composed of the top 10 earned the 
highest net profit margin during 1979; at 8.7 percent, 
substantially above the top 40 average of 6. 9 percent. The 
top 10 also led in 1979 earnings per share; at $6.18, more 
than a dollar ahead of the top 40 average. In general, 1979 
was a good year for the industry. The only area where the 
top 10 average was well below the top 40 average was the 
average stock price change from 197 5 to 1979. The top 10 
stock price grew 75 percent against 110 percent for the top 
40; and to compare these figures against inflation, the 
Consumer Price Index was up 45 percent during the same 
five-year period ended in 1979. 



Table 9. Strategic groups of the top 40 U.S. wood-based companies, 1978. 

Strategic group' 

II Ill IV 
1978 sales rank 

Traditional Traditional New diversified Other 
wood· Company top sample group entrant traditionals 
based Fortune (wood-based subsidiary) N =10 N=12 N=12 N=4 

1 53 Georgia-Pacific X 
2 62 International Paper X 

3 69 Weyerhaeuser X 
4 74 Champion International X 

5 128 St . Regis Paper X 

6 148 Kimberly-Clark X 

7 115 Crown Zellerbach X 

8 111 Boise Cascade X 

9 168 .Scott Paper X 

10 4 Mobil (Container Corporation of America) X 

11 20 Procter & Gamble (Buckeye, others) X 
12 225 Union Camp X 

13 251 Louisiana-Pacific X 

14 238 Westvaco X 

15 127 Mead X 

16 263 Great Northern Nekoosa X 

17 67 Continental Group X 
18 11 ITT (Rayonier) X 
19 273 Hammermill Paper X 

20 300 Potlatch X 

21 305 Willamette Industries X 

22 243 Diamond International X 
23 93 Owens-Illinois X 
24 19 Tenneco (Packaging Corporation of America) X 
25 336 Southwest Forest Industries X 

26 174 Time (Temple-Eastex) X 
27 403 Masonite X 

28 448 Olinkraft **2 
29 75 Bendix (American Forest Products) X 
30 Inland Container **2 

31 58 Gulf+ Western (Brown Company) X 
32 66 American Can X 
33 464 Federal Paper Board X 

34 341 Bemis X 
35 183 Koppers X 

36 201 Times Mirror (Publishers Paper) X 
37 46 Philip Morris (Plainwell, Nicolet , others) X 
38 495 Consolidated Papers X 

39 182 Johns-Manville X 
40 500 Fort Howard Paper X 

Source: Table 1. 

1 Tradit ional firms were in the wood-based industry prior to 1949 . 

2 Olinkraft and Inland Container merged into Johns-Manville (No. 39, in 1979 and Time (No. 26, in late 1978. 
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Table 10. Wood-based industry shares and timberland ownership: Comparative analysis of strategic groups of 
the top 40 wood-based sales-ranked U.S. companies, 1978. 

Strategic groups' 

Traditional Traditional New diversified Other Total 
top 10 sample group entrant traditionals2 top 402 

Top 40 sales rank range 1-13 12-38 10-37 34-39 1-39 
Number of firms 10 12 12 5 39 
Industry shares (%) 

Wood-based sales, 197 8 23.0 8.2 7.0 1.8 40% 
Timberland ownership, 1978 45.6 18.0 13.0 2.0 79% 
An titurst penalties, I 97 0-7 9 33 .7 13.5 30.0 2.7 80% 

Other strategic group dimensions 
Average wood-based sales ratio, 

paper : solid wood 62 :38 80:20 86:14 60:40 72:28 
Average wood-based sales as 

% of total sales 88% 79% 8% 33% 

Source: See Tables 1, 2, 5. 

1 A traditional company was in the wood-based industry prior to 1949. A new entrant has entered the industry since 1949. 

2 Since the 1978 sales ranking, two top 40 companies (Oiinkraft and Inland Container) have been merged by larger companies (Johns-Manville and 
Time respectively). Stone Container would then move to the 39th spot. The 40th ranked firm is thus open for 1979 and for this analysis. Likel y 
candidates are Jim Walter Corp., Georgia-Kraft, Simpson Timber. 

Table 11. Financial performance: Comparative analysis of strategic groups of the top 40 wood-based sales
ranked U S. companies, 1978. 

Top 40 sales rank range 
Number of firms 

Performance measures 
Profit (1975-79 5-yr. avg.) 

Avg. return on equity 
Avg. return on total capital 
Avg. net profit margin (1979) 

Growth (197 5-79 5-yr. avg.) 
Avg. sales (annual % change) 
Avg. earnings per share (annual 

% change) 
Avg. stock price (5-yr. % change)3 

Stock market (1979 only) 
Avg. earnings per share 
Avg. price/earnings ratio4 

Avg. current yield % 

Source: Table 3. 

Traditional 

top 10 

1-13 
10 

15.2 
10.4 
8.7* 

12.8 

13.7 
74.9 

$ 6 .18* 
5.4 
5.5 

•Indicates the top performing group for each performance measure. 

Traditional 

sample group 

12-38 
12 

14.8 
10.7 

7 .I 

12.5 

13 .9 
148 .5 * 

$ 4.89 
6 .0 
5.3 

Strategic groups' 

New diversified Other 
entrant traditionals2 

10-37 34-39 
12 5 

IS .9 16.7* 
11.4 12.9* 
4.9 7.4 

14.4* 13.6 

13.8 16.7* 
90.2 139.5 

$ 5.34 $ 4.32 
6.8* 6.6 
6.1 * 5 .I 

1 A traditional company was in the wood-based industry prior to 1949. A new entrant has entered the industry since 1949. 

Total 

top 402 

1-39 
39 

15.5% 
11.1% 
6.9% 

13.3% 

14.2% 
110.5% 

$ 5.11 
6.0 
5.6% 

2 Since the 1978 sales ranking, two top 40 companies (Olin kraft and Inland Container) have been merged by larger companies (Johns-Manville and 
Time, respectively) . Stone Container would then move to the 39th spot. The 40th ranked firm is thus open for 1979 and for this analysis. Likely 
candidates are Jim Walter Corp., Georgia- Kraft, Simpson Timber. 

3 For comparison to stock price changes, the 1975-1979 5 -year change in the Consumer Price Index was 45 percent. 
4 Federal Paper Board Co. with a 1979 P/ E = 29 has been removed from the group, because of depressed 1979 earn ings-per-share of ninety cents 

($0.90) . 
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The sample of 12 traditional wood-using companies 
which will be compared with the 12 new diversified 
entrants led the four groups of top 40 firms only in its five
year stock price change. Other than this measure, this 
group of firms was outperformed by another of the four 
groups . However, this group peformed at or near the top 
40 average on all eight of the remaining performance 
measures. 

The 12 new diversified entrants among the top 40 led 
the four groups in three of the nine measures, compared to 
one for the 12 traditional companies discussed in the pre
ceding paragraph. The new diversified entrants led in 
five-year average annual sales growth, growing at 14.4 
percent vs . 13. 3 for the top 40. The other measures in 
which this was the leading group were 1979 stock market 
measures; specifically price/earnings ratio and current 
yield percent, neither spectacularly different than the top 
40 average. The interesting thing is that during the peak of 
their growth curve in the late 1960s, the conglomerates in 
this group (liT, Gulf + Western, and Tenneco), were 
called "go-go" companies, meaning grow first, the rest 
comes later.ln 1979, only Gulf+ Western (4.4 percent), 
Philip Morris (3.7 percent), and Procter & Gamble (4.8 
percent) were among the 12 new diversified entrants that 
paid out annual dividends yielding below the top 40 aver
age of 5.6 percent (Forbes 1980a). The point is that most 
of the old "go-go" companies now pay good dividends. 
Not everything is plowed back into growth. 

The five "other traditionals," taken as a strategic 
group, lead the other three groups in three performance 
measures - in spite of being dominated in terms of sales 
and timberland ownership (Table 1 0). These five firms led 
in return on equity, at 16.7 percent well above the top 40 
average 15.5 percent return to stockholders; and return on 
total capital, at 12.9 compared to the top 40 average 11.1 
percent return on equity and debt financing (Table 11). 
These five also led in five-year average earnings-per
share growth at 16.7 percent, well above the top 40 aver
age of 14.2 percent earnings-per-share growth . This 
group of five firms - Bemis, Koppers, Consolidated 
Papers, Fort Howard Paper, and Stone Container - were 
the consistently "best" performing group during the 
1975-1979 period, exceeding the top 40 average in all 
nine measures during the period. The message is plain: big 
is not necessarily better. And, if the company selects its 
product markets strategically , timberland ownership 
needn't be a barrier to successful financial performance. 
Why? As Forbes (1980a, p. 200) indicates, it may be that 
relying on reclaimed and recycled wood fiber is indeed 
profitable . Supply of reclaimable fiber , though, can be a 
problem as significant as timber supply. Raw material 
security is thus an important consideration for wood
based operations using either virgin or relcaimed wood 
fiber in their production processes. Those capital
intensive mills have to be kept running if they are to 
produce profits as well as products. 

What conclusions can be drawn from this analysis? 
The new diversified entrants are, on balance, no better or 
worse financial peformers than the traditional wood-based 
firms that are most similar in size of revenues produced 
and timberlands owned by the wood-based subsidiaries of 
the new diversified entrants . If nothing else, the analysis 
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supports Scherer's (1980, p. 23) statement that " One can, 
if one looks hard enough, find cases that support any 
hypothesis about mergers." This analysis is just such a 
case. 

Corporate Strategies for Land-Use 

CORPORATE STRATEGIES 
AND STRATEGIC PLANNING 

Strategy is the major source of organizational direc
tion and cohesiveness . According to Bourgeois (1980) the 
main value of the concept of strategy, in both profit
seeking and nonprofit organizations, is in determining 
how an organization defines its relationship to its environ
ment in the pursuit of its objectives. Although there is an 
extensive body of literature dealing with business policy , 
each author seems to use his own definition of strategy. A 
review of these definitions by Bracker ( 1980) reveals that 
business strategy has the following characteristics: an en
vironmental or situational analysis is used to determine a 
firm' s posture in its field, and then the firm's resources 
are utilized in an appropriate manner to attain its major 
goals . Strategy should, according to Andrews (1971), an
swer the question- what business is this company in, or 
what kind of company is it? 

The management aspects of corporate strategy are a 
key concept in general management and a key word in 
today's managers' vocabulary. The concept of strategy, 
as it relates policy to both operations and company goals, 
may be in design the business of the senior executive, but 
in execution it is also of crucial importance to managers of 
the parts of a business. A coherent strategy can lend direc
tion to specialists and middle managers by shaping their 
tumultuous improvisations and divergent responses to 
competition and circumstance. To the extent that strategy 
performs this function, general management tasks be
come increasingly manageable (Andrews 1980). The sig
nificance of strategic management is that it gives 
organizations a framework for developing abilities for 
anticipating and coping with change. It also helps to de
velop the ability to deal with uncertain futures by defining 
a procedure for accomplishing goals (Bracker 1980). 
From the narrower perspective of strategic corporate plan
ning, a suggested systems approach (Nadler 1978) needs 
to consider: corporate mission or purpose, financial mea
sures of effectiveness in achieving corporate purposes, 
methods of Board of Directors' audit and control of corpo
rate plans, products and costs, technological capability, 
sales growth and share of market (and impact on gross 
margins) , distribution strategies, acquisitions and divesti
tures , organization structure, productivity improvement, 
environmental scanning, human resources , compensa
tion, manufacturing facilities and policies , and pollution 
and environmental impact. 

The concept of strategic planning has been widely and 
rapidly adopted by corporations . Two major reasons ex
plain why this is so. First, strategic planning promises that 
management can control the destinies of their organiza
tions and achieve corporate stability no matter what may 



happen in the external environment. Second, business
men and academicians generally agree on what the con
cept is and how it should be implemented (Paul and others 
1978). 

Steiner (1969) defines strategic planning as the 
process by which an organization, acting in a certain envi
ronment, sets its major objectives; then collects and allo
cates its resources to achieve those objectives. Menke 
(1979) prefers to define planning as the network of deci
sions that directs the intent, guides the preparation for 
change, and programs action designed to produce speci
fied results. This particular definition led to the develop
ment of the decision hierarchy framework on which 
land-use strategies are analyzed in subsequent portions of 
this study. Hofer ( 197 6) reviewed more than 100 research 
efforts on strategic planning, and deduced that it is con
cerned with the development of a viable match between an 
organization's capabilities and the opportunities and risks 
present in its environment. Holloway and King (1979) 
shed the most light on what strategic planning is. First of 
all, the name "strategic planning" is preferred over its 
many competitors: long range planning, corporate plan
ning, total planning, overall planning, or comprehensive 
planning. They continue: 

Strategic planning is, simply put, the 
process of positioning an organization so that it 
can prosper in the future. There are several 
implications that flow from this definition. 
First, it is about decision making. As Drucker 
(1974) has said, it does not deal with future 
decisions, but with the futurity of present deci
sions. Next, there are long range connotations. 
Third, strategic planning deals with important 
topics. Next, it has to do with the inevitable 
obsolescence of existing products or processes 
and the provision for new ones to take their 
place. Finally, it deals with choices related to 
the organization itself as opposed to personal 
choices. 

Strategic planning as a managerial process can be 
summarized in these interrelated steps: setting objectives, 
studying the environment, appraising strengths and 
weaknesses, and formulating the strategies (Fleming 
1979a). The widely accepted theory of strategic planning 
by corporations is simple: using a time horizon of several 
years, top management reassesses its current strategy by 
looking for opportunities and threats in the environment 
and by analyzing the company's resources to identify its 
strengths and weaknesses (Vancil and Lorange 1975). 
The greatest application of strategy, once the present situ
ation is understood, is in planning the future activities of 
the enterprise in order to increase its control over its own 
destiny (Katz 1970). The strategy is a group of decision 
rules used to select product-markets so the firm can realize 
its goals. The fixing of goals and choice of strategy to
gether form the company's strategic policy. The setting of 
strategic policy is the most important task of top manage
ment (Krijnen 1977). 

The need for strategic planning is put into four catego
ries by Carlson (1978): 1) the time span of present day 

27 

decisions; 2) the sunk costs involved in decisions; 3) the 
impossibility of maintaining a one-man management 
style; and 4) the complexity of our management decisions. 
Carlson also mentions the significant gains from adopting 
strategic planning: the sights of managers, who often suf
fer from myopic vision, can be raised; they begin to take a 
much broader view of their own role and discover that 
strategic planning is a vital part oftheir job. Communica
tions between top and line management are improved and 
credibility gaps lessened or neutralized. The amount of 
known expectations is increased and the hidden agendas 
decreased. Strategic planning is basic to the continued 
effectiveness of any organization. The larger the organi
zation, the more true this is (Carlson 1978). 

There are two fundamental problems with the current 
practice of strategic planning that severely limit the likeli
hood of good decisions. The first problem is that strategic 
planning requires reasonably accurate long-term fore
casts, but such forecasts are almost always impossible to 
produce. The second problem is that most strategic plans 
are, in practice, not much more than financial hopes filled 
with' 'nice'' numbers. These hopes quickly become inex
orable demands that operating management feels com
pelled to attain at any cost (Paul and others 1978). 

To address the first problem with strategic planning, 
one source of long-term forecasting information that is 
becoming more and more promising is the area of futures 
research. Holloway (1978) discusses the role of futures 
research in corporate planning, and lists approximately 
150 sources of futures-oriented information. He suggests 
that futures research is an indispensable initial step in the 
strategic planning process. Fleming (1979a, b) has used 
the Delphi technique to suggest the possible future of U.S. 
government-corporate relations. The major finding: there 
will be more government involvement in the private sec
tor. The implications are that corporate planning needs to 
consider the changing roles of the private and public sec
tor, and their relationship to each other. Another re
searcher (Ward 1976) has used the Delphi method to 
assess diversification strategies and the relative difficulty 
of entry to an industry, albeit rather unsuccessfully as 
conceptual, experimental, and statistical problems were 
encountered. 

The second problem in strategic planning is often re
ferred to as the "strategic gap." Strategic planning re
quires a company to decide "what it wants to be." This 
decision is determined by some combination of quantita
tive and qualitative measures. In practice, the quantitative 
measures have become the focal point of a typical busi
ness plan, since the qualitative ones cannot be communi
cated unambiguously to all managers involved in the 
planning process. Thus management's concept of the fu
ture of the company is thought of in financial terms. Usu
ally, top management's expectations exceed those of 
middle management. The disparity is often called the 
"strategic gap" and represents what strategic planning is 
supposed to contribute to the attainment of corporate goals 
and objectives. To close the gap, the company needs to 
analyze the future in terms of alternative options that can 
be taken, and the odds are heavily in favor of the diversifi
cation alternative (Paul and others 1978). 



There are other problems with strategic planning, as 
evidenced by the literature (Ang and Chua 1979; Henry 
1977; Kudla 1978; Berg 1965; Holloway and Kind 1979; 
Kudla 1980; Schleh 1979; Taylor 1979; and Peters 1980). 
Perhaps the most interesting observation or criticism of 
strategic planning comes from Peters' ( 1980) discussion 
of the "planning fetish." Many managers construct infi
nitely complex computer-aided schemes to segment mar
kets and shift portfolios. Increasingly, reality becomes 
lost in the shuffle . Peters contends that the most effective 
top executives give rather short shrift to planning, instead 
spending much oftheir time on two other activities. First, 
they play with lofty ideas, searching for an enduring 
theme or metaphor to guide their businesses. Second, as 
they home in on the theme, they concentrate on mundane 
actions that will instill and reinforce their chosen meta
phor in the furthest nooks and crannies of their organiza
tion. Cited as examples are Carlson of United Air Lines, 
Sloan of General Motors , Watson ofiBM, and Clausen of 
Bank of America. The main point offered by Peters is not 
that these organizations don't have sophisticated planning 
systems - indeed they do - but in well-run organiza
tions, the plan never becomes the be-ali and end-all . The 
danger is that the detail of a plan frequently obscures 
rather than highlights the overriding metaphor meant to 
guide corporate direction. As Peters (1980) puts it: 

Perceptive executives know that dedication 
only comes from finding and patiently instill
ing a business belief that can penetrate the or
ganization and can move tens of thousands of 
people to care about their work and their contri
bution to their colleagues and customers . 

In sum, the strategic plan is important for guiding the 
future direction and success of the firm in the increasingly 
complex environment in which it operates. Evaluating 
any one company's strategic plan or planning process is 
difficult because each plan is individually tailored to the 
needs of each company . A significant thing to look for in 
the plan is the metaphor (strategy or mission) that directs 
the firm and provides organizational cohesiveness. In the 
wood-based industry, almost all of the top 40 firms own 
sizable parcels of timberlands. Where this resource fits 
into the strategic plan of the company may to a great extent 
determine where the company will be in the future . 

CORPORATE STRATEGIES 
IN THE WOOD-BASED INDUSTRY 

Two general approaches have been used to study the 
wood-based industry. One is industrial organization eco
nomics, which is generally concerned with matters of 
public policy. Studies using this analytical approach have 
been done by Zaremba (1963), Mead (1964, 1966), Le
Master (1974, 1977), lrland (1976a), and Buford and 
others (1977). Katz (1970) and Enk (1975) used a combi
nation of industrial organization economics or structure 
with the other approach - corporate strategy. Studies of 
corporate strategy are concerned with matters of business 
policy. The importance of combining economics with 
strategy is best expressed by Porter (1979), who said that 
the essence of strategy formulation is coping with compe-
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titian, and competition in an industry is rooted in its un
derlying economics. Competitive forces extend beyond 
established firms in an industry, with customers, sup
pliers, potential new entrants, and substitute products 
playing significant roles in defining the competitive struc
ture of an industry (Porter 1979). 

The following case example will illustrate the impor
tance of corporate strategy in the competitive environment 
of the wood-based industry. The forest products or wood
based industry is described by Hamermesh and others 
(1978) as being highly fragmented and extremely compet
itive. More than 3,000 companies have major product 
lines. In the mid-1970s the industry was in a highly vola
tile situation, plagued with overcapacity, depressed 
prices, pollution control problems, and high construction 
costs. One of the most successful companies during this 
period was Union Camp, which outperformed the larger 
firms of Weyerhaeuser, Mead, International Paper, and 
Boise Cascade for the 1972-1976 period. Union Camp 
prospered not because of a strong timber base, but because 
it used the keys to success for low market share busi
nesses. Union Camp used their limited research and de
velopment budget to contribute to processing efficiency, 
and had consistently lower operating costs than its larger 
rivals (Hamermesh and others, 1978). 

Strategic Planning 

Most authors today agree that a long range plan is not 
necessarily a strategic plan (Horovitz 1979). The former 
deals with predicting the consequences of decisions taken 
today on current operations, the latter deals with defining 
the basic orientations of the firm, its key moves, and its 
key areas of competence for the future. Rich (1974a) de
fines strategic planning as the deployment of company 
resources to achieve objectives and goals, and also in
cludes the establishment of policies and programs that 
determine the whole character or direction of a company. 
Long-range planning may do this also, but more com
monly a long range plan is a projection of costs and reve
nues which are expected to result from strategic decisions 
already made. 12 

The difference between long range planning and stra
tegic planning is crucial for forestry. In an anthology on 
forestry and long range planning (Convery and Ralston 
1977), the word strategy is seldom mentioned. Indeed, the 
thrust of this anthology is on long range planning, which 
seems to be aimed at producing the most wood possible 
for the future, and thus considers only supply aspects of 
forestry. The strategic planning perspective would also 
consider elements of demand, then require charting a 
course and plan of action to meet expected demands . 

Since strategic planning has been widely adopted by 
companies in general, it is interesting to see how strategic 
planning has been taken on by wood-based companies, 
and where timberlands fit into the process . Gilligan 
(1972) said: 

The formulation of a plan for future pulp 

12Rich has written about strategy in the wood-based industry since the early 1970s . See 
(1973) , (1974a,b,c) , (1975) , (1976a,b ,c) , (1977a,b,c), (1978a ,b) , (1979a,b ,c,d) , 
(1980a,b) . 



and paper production is important to resolving 
the question of timberland ownership. Then 
similar long-term plans must be prepared for 
other wood-based products such as lumber and 
plywood. Even a generalized plan for future 
output of wood products and their markets will 
provide some basis for judging present and fu
ture needs of the company. 

Emphasis on sophisticated strategic planning by Pot
latch led to impressive increases in earnings and return on 
equity (Business Week 1975). Record earnings for Bendix 
were due partially to the company's planning activities 
(Industry Week 1976). A Westvaco executive feels that 
perhaps the most significant reason to practice strategic 
planning is intangible, and is the sense of well-being or 
motivation stemming from the knowledge that each indi
vidual's efforts are being directed toward an overall de
sign (Funderburke 1977). 

In discussing the previously mentioned retreat from 
the marketing concept, Rich (1980a) says: 

Those companies that started to make a se
rious effort at strategic planning took careful 
stock of their strengths and weaknesses and 
drew back from businesses that had taken them 
too far afield from their timber resources. 

In a 1974 article on collective approaches to long 
range planning in forest industry, Muench has the follow
ing to say (1977, p 107): 

While the forest products industry is still 
made up of many relatively small firms, there 
is a trend toward an increasing average size and 
toward diversification of companies into more 
product lines. With this trend has come a 
broadening of company viewpoints, improved 
timber utilization and extended production and 
marketing areas. The importance of long range 
planning has therefore become more critical 
for both the company and the industry. These 
larger company units cannot afford to face the 
risks of business the same way the peckerwooq 
mill has always done, like a cork being tossed 
on the sea. The stakes are too high. Companies 
will expand their capability to conduct long 
range planning and will increasingly join to
gether with other companies to collectively 
plan the actions they all need to take to 
assure their survival and enhance their growth 
opportunities. 

Gregory (1974), Weyerhaeuser's former director of 
research and development, suggested that the strategic 
planning process is a valuable management tool that can: 

• strengthen communication 

• sort out key opportunities 
• determine direction and emphasis for R & D 

• provide a basis for allocating resources over time: 
- staffing and skills 
-funding 
- facilities 
- outside resources 
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From strategic planning activities, Weyerhaeuser learned 
that resources should be allocated over a longer time 
frame and in bigger lumps. This is funding strategies, 
then, instead of funding projects. Wommack (1979), 
Mead's vice chairman, also emphasizes that as well as 
helping management's chief executive officer select stra
tegic directions, the board of directors should be involved 
in funding strategies, not projects. 

Recent articles'featuring International Paper (Business 
Week 1980a) and St. Regis Paper (Briggs 1980) have 
emphasized the importance of strategy and strategic 
planning to these companies as they strive to improve their 
slipping competitive positions in the wood-based 
industry. 

In summary, strategic planning is becoming indis
pensable for the future success of a wood-based company 
in today' s increasingly complex world; as it guides critical 
decisions in at least the key areas of timberland ownership 
and management, diversification, product markets and 
product mix, collective action, and research and develop
ment. Discussions of the first two of these six key areas 
make up the remainder of this report. 

Diversification Strategies and Mergers 

''The basic motive for growth in sales and profits is 
that a firm, like a tree, must either grow or die.'' (Ansoff 
and Weston 1962, p. 49). Growth may be a more signifi
cant corporate objective than are profits, because growth, 
as well as profit, is a source of prestige and, therefore, 
influence, allowing corporate managers to ultimately ex
pand their power (Galbraith 1973). 

Corporate mergers are economic events that have 
played a major role in shaping industry on national and 
international scales. The significance of a merger is that it 
is an attractive and relatively quick means for achieving 
corporate growth. Mergers for growth have altered the 
structure of U.S. industry since the tum of the century. 
However, diversification by a firm into product lines un
related to its main business as a merger strategy to achieve 
growth has been a relatively new phenomenon, the impli
cations of which have yet to be fully assessed. '3 This holds 
true for the wood-based industry as well as most any other 
industry that today's multi-industry corporate giants have 
moved into. 

Even though the number of large mergers - those in 
excess of $10 million- was not as great in the late 1970s 
as it was in the late 1960s, the considerably higher average 
size of late 1970s' mergers indicate that the total value of 
merger transactions then rivaled that of the late 1960s. 
The predicted value of merger transactions in 1979 was 
expected to equal the $43 billion (Paper Trade Journal 
1979b) level of 1968, the historic peak. Yet the number of 
firms acquired will no doubt be less than half of the 2,400 
gobbled up in 1968. 

For business in general, the advantages of diversifica
tion- primarily to be gained through risk reduction bene
fits- pose difficult policy questions from the standpoint 
of top corporate management. These questions for the 

13Leontiades (1979) concluded that large diversified conglomerate firms are neither supe
rior nor inferior to other forms of business organizations, but are merely different. 



new diversified enterprise include diversification strate
gies , location of activities , interdivisional transactions , 
and performance measurement (Pitts 1976). These gen
eral questions pertain whether or not a company diversi
fies into the wood-based industry . 

Corporations seeking growth via the diversification 
route have not overlooked the wood-based industry. Dur
ing the 1950s, packaging and canning enterprises , looking 
to the advantages of having captive sources of fiber and 
fiber-processing facilities , began diversifying into the in
dustry . Examples include American Can, Continental 
Can (now Continental Group), and Owens-Illinois . The 
conglomerate merger boom of the late 1960s saw a num
ber of diversified firms enter the industry . Some of these 
new entrants - International Telephone & Telegraph 
(ITT), Tenneco, Gulf + Western - deserve the ''con
glomerate" title . Others do not, since they still have an 
identifiable major line of business or industry that they can 
be associated with , for example Mobil (oil) , Procter 
& Gamble (consumer products) , and Time, Inc . 
(publishing) . 

By 1978, 12 of the nation ' s 40 largest wood-based 
firms were diversified firms new to the industry (Table 7) . 
Four of these new entrants- Mobil , Procter & Gamble , 
Continental Group, and ITT - are among the wood
based industry ' s 20 largest firms, as ranked by 1978 
wood-based sales. 1979 figures indicate Time, Inc . , en
tered the top 20 - displacing Potlatch - as a result of 
their acquisition of Inland Container in late 1978 . As 
might be expected, these 12 diversified entrants account 
for a relatively large portion of the wood industry's esti
mated $107 billion in 1978 wood-based sales , roughly $8 
billion or 7 percent. In terms of resources these same 12 
firms hold in fee ownership over 8.5 million acres of U.S. 
timberlands , or roughly 13 percent of all forest industry
owned timberlands . 

Traditional wood-based companies have also diversi
fied outside their former wood-based product-market 
spheres of operation. These diversifications were accom
plished by merger as well as internal growth . LeMaster 
(1977) documented 1950 to 1970 merger activity by the 
12largest forest products firms. Some of the new diversi
fied entrants were mentioned , but only by acknowledging 
their presence in the industry (LeMaster 1974). Nolop and 
Williamson (1980) updated LeMaster's earlier documen
tation of mergers, but focused on the fundamentals of 
financing large timber acquisitions . Large merger activity 
by the leading wood-based companies was documented 
for the active period of 1973 to 1979, in which 34 mergers 
involved an exchange of more than $4 billion of assets . In 
total , 5. 5 million acres of U.S. fee-owned timberlands 
were exchanged, a figure representing 8 percent of all 
industry-owned timberland, or 1.5 percent of all U.S. 
timberlands. Half of the value of these huge asset ex
changes were direct payments of cash - more than $2 
billion during 8 years. Only one of these transactions in
volved a new diversified entrant- Time's 1978 acquisi
tion of Inland Container for $270 million, 45 percent in 
cash (Nolop and Williamson 1980) . 

As Business Week reported, ' 'Since early 1977, forest 
product and paper companies have been falling like 
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Douglas firs into the arms of merger partners.'' (Santry 
1978) . Assured raw material supply is likely the most 
important merger motive . This explains the reasons for 
horizontal and vertical mergers to a great extent. But what 
about conglomerate mergers? 

Why would a corporation want to enter the wood
based industry? The simple answer may be to acquire 
timberlands, an undervalued asset and an excellent infla
tion hedge . This is perhaps best documented by a senior 
vice-president for corporate development at the multina
tional megaconglomerate International Telephone & Tel
egraph (ITT), who said, "We want assets in the ground in 
the U.S ." in reference to ITT's acquisition of the coal 
company, Carbon Industries (Business Week 1977, p. 
182) . Direct references to timberland acquisition because 
it is an undervalued asset and inflation hedge abound. 14 

The effects of new entrants to the industry have not been 
explored in any detail. The redistribution, if any, of tim
berland ownership is an important consideration, and a 
result of structural change in the industry . 

Another explanation for acquisition of a wood-based 
subsidiary by conglomerate merger may simply be that the 
company wanted to diversify, and the acquisition of a 
wood-based company was the best of all available com
panies in the estimation of the merging firm . Undervalued 
timberland assets also play a role in this alternative 
motivation . 

Diversification by large U.S. corporations is wide
spread and has affected the structure of the wood-based 
industry. Twelve of the top 40 wood-based companies in 
1978 were new to the industry, not having been in it long 
enough for a forest crop rotation in southern pine (30 
years) . The basic motive of diversification mergers is 
growth, but in truth, any merger has many motives 
(Steiner 1975) and at least as many effects. New types of 
companies have entered the wood industry. The economic 
welfare and relative efficiency effects of diversifying 
mergers in general have been widely studied, but there is 
no conclusive evidence to be offered either for or against 
them. Corporate management has had to adapt to signifi
cant changes resulting from diversification. The most im
portant changes have occurred in corporate strategies and 
structures . 

Diversification can be accomplished by internal devel
opment and innovation, or by external acquisitions . 
Galbraith and Nathanson (1978, p. 115) have presented a 
summary model of corporate growth stages, which illus
trates how growth strategies lead to new corporate struc
tures . The model traces the dominant growth paths of 
U.S . firms as they employ diversification strategies to 
move from simple organizational structures to centralized 
functional to multidivisional to multinational enterprises . 

What does wide'spread diversification through 
merger mean? Preston (1973 , p. 46) concludes: 

Whether the overall results of the merger 
move (1954-1968) and associated (later) de
velopments have led to an overwhelming and 

14See Gilligan (1972), Pleasonton (1974), Samuelson (1976), Clawson (1977), Brown 
(1978), Clephane (1978a,b), Rogers (1979), Wiegner (1979), Forest Industries (1 979), 
No lop and Williamson (1980), Forbes (1980b), Trestrail (1980), Clephane (1 980, 1981 ). 



non-reversible change in the organization of 
the industrial sector of the U.S. economy re
mains an issue for further analysis- and even 
argument. 

Scherer ( 1980) believes that from a broad perspective, 
growth by merger is an illusion. He reminds us that the 
real growth upon which prosperity depends comes only 
from making real investments. This is an area where the 
United States has lagged compared to other industrial na
tions such as Japan and West Germany. Scherer wonders 
where would the cash used to finance so-called growth 
through takeovers have gone if massive mergers had.been 
prohibited? He balks at furnishing an answer, but raises a 
legitimate cause for concern- despite tens of millions of 
dollars funnelled through federal agencies for economic 
research, no one seems to have devoted much attention to 
this question. 

The third great merger wave appears to be subsiding. 
During the first half of 1980, a 14-year low in industrial 
mergers was recorded. In spite of this, paper industry 
mergers were up from the previous year (Paper Trade 
Journa/1980) . It is apparent that wood-based companies 
continue to view mergers favorably, and will use them as 
growth vehicles and, more importantly, as a means of 
expanding their timberland base for raw materials. 
Clephane ( 1981) points out that timber ownership will be 
an important factor in a wood-based company' s future 
success, and that acquisitions, even for large premiums 
over stock prices, are the least expensive way to increase 
timber and plant assets. Furthermore, in 17 wood-based 
acquisitions since 1976, timber was a major factor, and in 
seven of these it was the dominant factor. 

Wood-based corporate strategy concerning diversifi
cation is elusive and difficult to define. In general, diver
sification away from forest products is not as widespread 
as is diversification into the industry. One notable excep
tion is the Mead Corporation. 

As Figure 1 illustrates, Mead is highly diversified; in 
1977 the company derived only half its revenues from 
manufacturing wood-based products. Other major tradi
tional wood-based companies have not diversified away 
from wood-based products to as great an extent as has 
Mead (Table 1). Most of the diversification away from 
wood-based products, including Mead' s, has involved es
tablishing marketing outlets for the products. 15 

Rich (1978b, 1979a,b,c,d) studied and reported on 
how the top 20 U.S. forest products companies have em
ployed the strategy of diversification . Prominent among 
the findings are that the product portfolio concept is being 
implemented as a business investment portfolio concept 16 

to achieve these objectives: maintaining or expanding 
market shares; securing and utilizing a strong timberlands 
base; and diversification . Changing attitudes of antitrust
ers have led to selected diversification into chemicals in 
favor of horizontal product extensions . 

15Appendix B presents two tables which display the industries that 76 Fortune 500 com· 
panies with wood·based operations are entered in. Either of these tables may be thought 
of as a matrix of diversification, with one (Table A . l ) indicating diversity within the 
wood·based industry and the other (Table A. 2) indicating diversity throughout the indus· 
trial spectrum. 

16See Hedley (1977) and Lofthouse (1978) for two descriptions and opposing viewpoints of 
the business portfolio concept. 
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The difficulties of diversifying away from forest prod
ucts have been noted by Union Camp's vice chairman 
(Dun's Review 1975, p. 43): 

You must have someone in the parent or
ganization who really understands the (new) 
business before it gets heavy. Other paper 
companies have had troubles along these lines. 
They had these MBAs who, I am sure, were 
intelligent. But once they failed, there wasn ' t a 
damn thing anyone could do back at headquar
ters. They didn't know the business, and they 
were completely out on a limb. 

Rich ( 1979d) makes the same point regarding diversifica
tion strategy- there must be someone at the top manage
ment level who really understands the new businesses in 
the corporate investment portfolio. Failure to appreciate 
this led to losses of millions of dollars by several major 
forest products companies when they ventured into land 
development and on-site housing during the late 1960s 
and early 1970s. 

A case example will serve to further emphasize the 
importance of the necessity of having top level managers 
who understand the businesses of the company. The case 
is so remarkable that, as Loomis (1979, p. 55) says , 
''Nothing is likely to erase this affair from the hit parade 
of corporate disasters. " International Telephone & Tele
graph (ITT) made large amounts of capital available to its 
ITT Rayonier subsidiary - termed cross-subsidization 
- for a high risk venture in Canada in the early 1970s. 
The Port Cartier mill in Quebec was eventually closed in 
1979, for an after-tax loss to ITT of $475 million. A few 
highlights from Fortune's reporting of the disaster 
(Loomis 1979) indicate the need for an effective strategic 
planning process designed by the top level corporate deci
sion maker, usually called the chief executive officer: 

Overall, the pretax damage to ITT can be 
thought of as about $600 million . Even after 
taxes , the bill comes to $475 million, enough 
to make an ITT stockholder suspect that he 
himself has been reduced to pulp. 

The [chemical cellulose or dissolving pulp] 
mill has been a total loser and absolute disaster 
- in brief, the latest corporate Edsel. The rea
sons for the disaster have a diversity . . . 
plagued by labor problems . . . lacks an eco
nomical supply of wood, and its engineering is 
deplorable. 

The fundamental causes of their [former 
chairman Harold S. Geneen and others] down
fall, however, was an obsession with an im
mense stand of [black spruce] timber, so 
seductive in size that ITT and Rayonier were 
driven to put on their rose-colored glasses 
and undertake a project that entailed an awe
some collection of risks . . . large mill with 
unproved technology . . . foreign-speaking 
land [Quebec] in a physically hostile and unfa
miliar climate. . . . And, finally , the market 
for the mill's product, chemical cellulose, was 
uncertain. 
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Figure 1. Mead Corporation organizational structure, 1977. 

Today, it is not easy to find Rayonier or 
ITT executives, past or present, who will admit 
to having been wholeheartedly thrilled about 
Port Cartier's prospects. When the time came, 
in the fall of 1969, for Rayonier to present its 
annual business plan to Geneen and other ITT 
executives, it [a new Georgia mill - "Jesup 
C' '] was an $85 million project that dominated 
the discussion and got a go-ahead. Quebec was 
not even on the formal agenda. But after the 
Jesup plans were settled, Geneen leaned back 
and said- as several people remember the gist 
of his words - "Great!" Pregnant pause. 
''What else have you got?'' 

Some Rayonier executives were taken 
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aback at this casual reaction to the demands of 
Jesup. But the unmistakable message was 
"think big." [A Rayonier executive] drawled 
out the findings of his trip, focusing on Que
bec. Only one line he delivered seems to have 
really counted: a description of the provincial 
woodlands available there as "about the shape 
and size of Tennessee.'' Eyes bugged. One 
man present says Geneen " went gaga." An
other: ''The juices began to flow.'' The formal 
meeting was adjourned, and Geneen huddled 
with a small group to talk more about Quebec. 
"I remember thinking," says one man there, 
''this project is all but approved.'' 

It is clear from the accounts of many in-

s o· 



valved that Geneen was indeed an enthusiast 
-and at ITT, that's just about all the enthusi
asm anyone ever needed. 

Profit projections were a tough hurdle. 
Several people who saw the numbers say the 
analysis indicated only a moderate return on 
equity- 10 to 13 percent, one man recalls. 
Many financial experts would argue that to un
dertake a project promising so little in the pres
ence of large risks is to invite serious trouble. 
But the planners clearly envisioned returns be
yond those put on paper. Says one: ''The feel
ing was that the timber's value was so great that 
ultimately we would have to make out.'' 

[Rayonier's head], now retired, says he 
himself believed in the timber, but retained 
doubts, as the feasibility studies wore on, 
about the ability of Rayonier to handle Jesup C 
and a Quebec mill all at once. He did not, 
however, press these opinions on his boss, of 
whom he says: "There' s no point in saying no 
to Mr. Geneen" (Loomis 1979). 

The ITT Rayonier Port Cartier case indicates several 
things. One of them is that in the final analysis, the head of 
a corporation makes the ultimate decision. That is why his 
vision of the corporation' s mission, expressed as a strat
egy and embodied in a strategic planning process, domi
nates decision making. The actions of one huge 
corporation, then, are as individualistic as the actions of 
the personalities that make decisions for the firm. Another 
point from the case is that the cross-subsidization in the 
large firm is not necessarily good. ITT stockholders 
would certainly agree to this based on their half-billion 
dollar Port Cartier losses . Perhaps the most important 
thing to be learned, though, is the necessity of having 
someone at the very top decision making level who under
stands the business that subsidiaries are engaged in. In this 
case, had that been true the Port Cartier project might 
never have gotten off the drawing board. 

Land-Use Decisions and Corporate Strategy 

Since the concern of this study is land-use decision 
making, why not evaluate decision making instead of stra
tegic planning? Because strategic planning is decision 
making. Decision making is only one facet of strategic 
planning, but it is a critical one; witness the definition of 
strategic planning offered by the Stanford Research Insti
tute (Menke 1979): ''The network of decisions that directs 
the intent, guides the preparation for change, and pro
grams action designed to produce specified results . '' Ana
lyzing decisions is a difficult task, because, as Davis 
(1976) says, three key concepts underlie the processes of 
decision making: power, authority, and influence. To re
ally understand the decision making process would re
quire analysis of these three concepts and their 
interrelations. Outside the realm of theory, it is difficult to 
get an accurate fix on the magnitude and flow of these 
critical factors. Final actions, then, have to serve as the 
measure of a decision making process. These actions and 
their results in performance dimensions are guided not 
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only by decisions, but also by the strategic planning 
process of the firm. 

To begin to understand corporate land-use decisions 
you need to ask two questions: (1) why do you own the 
land, and (2) what do you do with the land? Both of these 
questions are of strategic importance. There are signifi
cant general answers and explanations as to why a wood
based company would want to own land and grow timber 
on it, rather than purchase all of its raw material require
ments on the open market. Before one can address what is 
to be done with corporate land, it is important to develop 
an appreciation of why a corporation would want to own 
the land in the first place. 

Land Ownership Strategy 

Katz (1970, p. 289) said, "One of the most important 
factors affecting corporate strategy within the forest prod
ucts industry is timber ownership." Why own timber
land? One reason is timber ownership will be an important 
determinant of a company's future success in the paper 
industry (Clephane 1978, 1981). Furthermore, a veteran 
paper market analyst (Michaud 1977) says only 36 paper 
companies can afford future growth and expansion. It is 
the structural nature of the wood pulp-based industry that 
99 percent of domestic output is produced by the 50 
largest companies. Coincidentally, the 50 largest wood
based firms own more than 85 percent of the industry's 
woodlands (Table 5). These same 50 companies account 
for half of all U.S. wood-based sales by U.S. companies 
(Table 2). The top 36 domestic companies in the paper 
industry own two-thirds of the domestic capacity (Mi
chaud 1977). The remaining reasons to own timberlands, 
which will become evident in the discussion to follow, 
serve to illustrate why timberlands are the key to future 
success in the wood-based industry. 

The most important reason for owning timberlands is 
to provide an assured physical supply of raw materials for 
highly capital intensive production facilities. The neces
sity is dictated by economies of continuous operation at 
full capacity which are especially great for a pulpwood 
and paper mill. Shut down and start up costs are too great 
to allow short run flexibility in output. So at all costs, 
wood must be available to keep the paper mill operating 
until it is economic to shut it down for a considerable 
length of time (Clawson 1977). If one is willing to assume 
that the 20 largest forest products companies are and will 
continue to be the most successful in the industry, then 
their weighted self-sufficiency ratio of 43 percent means 
that you need that much assured long-term timber supply 
to compete for large shares of wood-based markets 
(Clephane 1978a,b). 

Another reason why a company would seek timber
land investments is that the increasing value of timber 
assets and the low-cost U.S . position in world markets 
make timberland ownership appealing for corporate in
vestors both within and outside of the existing industry. 
Because of this, a number of diversified companies have 
established positions in the industry. Nine of the group of 
12 new diversified entrants that are the focus of this study 
were mentioned in an earlier study (Clephane 1978b). 



Most forest products stocks are significantly under
valued based on the market values of their timber and 
lands (Clephane 1978a,b). But, as Wiegner (1979) warns, 
this is only one factor in deciding the value of a company . 
Others are efficiency in converting wood to products, 
product mix, management, and the state of the economy. 
The point is, though, that timberlands are an attractive 
investment for both individual and institutional investors, 
including diversified corporations. Clephane ( 1978b) also 
points out how timberlands favorably affect corporate fi
nancial statements, primarily the income statement by re
ducing cost of goods sold, because timber represents 50 to 
80 percent of total wood products costs to the manufac
turer . Only those companies with a dominant low-cost 
timber base have grown faster than the industry average . 

Why grow timber? The answer to this question also 
addresses the question: why own timberlands? Implicit in 
the ownership decision is that the lands will be used for 
timber production as either a physical or economic assur
ance of raw material supply . If this was a good decision 
once , and evidence offered by successful companies in the 
industry indicates that it was , then it will in all likelihood 
be a good decision again . The point is that this attitude, if 
it exists, requires investments not only for the tract of 
timberland, but also for timber management- meaning 
replenishment or renewal of the forest resource . In the 
1969 words of one wood-based company president, ''. . . 
the major change (in strategy) grew from recognition that 
the company's essential physical asset was not its trees, 
but rather its land and the quality of its soils.'' (Enk 1975, 
p . 40) . 

George Weyerhaeuser believes that when in doubt, 
you should grow wood, but carefully (Weyerhaeuser 
1971). The Weyerhaeuser Company's past director of for
estry research says (Staebler 1976): 

Because wood fills an essential human 
need, the private forest owner has the responsi
bility for exploiting the renewability and pro
ductivity of the forest. Private industry also 
should invest as much as it profitably can 
in bringing renewed forests to maximum 
production . 

A recent study on how large timber acquisitions have 
been financed in the 1970s talked about the strategic bene
fits of the acquisition of timberlands (No lop and William
son 1980, p . 1): 

Acquiring timber properties has become 
increasingly attractive in recent years due to 
the economic benefits to be derived from the 
active management of forest land and the stra
tegic benefits to forest products companies 
from controlling the sources of supply for their 
basic raw materials. 

Clawson ( 1977) lists three economic advantages for a 
forest industry firm in growing, rather than buying, tim
ber: (1) economies due to a close integration of raw mate
rial supply and processing plant, (2) less vulnerability to 
short-run fluctuations in stumpage prices , and (3) forest 
land and timber are not readily available in desired quanti
ties, especially in the short-run. 
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How much of an investment in timberlands is needed 
for a firm to become a factor in the wood-based industry? 
Timberlands are a very important consideration as a bar
rier to the entry of new firms into the wood-based indus
try. An early 1979 estimate placed the pulp and paper 
entry barrier on timberland alone at more than $400 mil
lion.17 In the mid-1970's, timberlands posed a $15 million 
barrier to new competition in the southern pine lumber 
industry (Buford and others 1975). 

Duerr and others (1979) discuss the multiple advan
tages of forest land acquisition, including the following: 

1. The timberland acquisition is readily reversible on 
short notice, with high probability of gain . In other 
words, timberland is a low-risk investment. 

2. If it comes to a choice between investing in land 
now and postponing the decision, it's better to 
move now, because land acquisition is becoming 
continuously more difficult. 

3. Timberland ownership carries federal income tax 
advantages. 

4. Timberland is an insurance policy for the corpora
tion, providing a hedge against high raw material 
prices and safeguarding the wood supply. 

The dilemma posed to corporate management by the 
bifurcated question of why own land and grow timber is 
well illustrated by Gilligan's (1972) hypothetical dis
course between corporate managers. The answer to the 
problem posed lies in strategic planning: 

The controller wants to know how the 
woodlands department can justify holding on 
to land that shows a 2 or 3 percent return on its 
current market value, let alone further invest
ments in that land or purchases of additional 
land that show the same poor return. 

The woodlands manager replies that all the 
wood that has been cut off the land has been 
very low cost, and that today's land price is 
much greater than what was paid for the land. 
He believes that timberland suffers by an un
just comparison with other assets brought 
about by one of its virtues- that it increases in 
value almost every year. 

The planning vice president points out the 
fallacy of the preceding arguments, saying 
low-cost wood is a competitive factor not to be 
denied, and that wood costs are heading up; but 
that if you bring appreciating land prices into 
profitability calculations you're only kidding 
yourself, because the appreciation does no 
good unless the land is sold. He thinks that one 
of the most important things to be decided is 
the direction and future growth of the com-

17Rogers ( 1979) estimates that for a new entrant to the paper industry to meet the minimum 
2.4 million tons of annual capacity required to pay back heavy capital investments and to 
" guarantee" itself about 20 percent self-sufficiency in fiber on new expansion plans (the 
normal industry assumption , it seems) , it would need 800,000 acres yielding I cord/acre/ 
year, which would cosi at least $500/acre . This study confirms Rogers' acreage estimate . 
The top 31 paper industry companies' average ownership is I. 75 million acres ; none of 
them own less than 360 thousand acres (Table 5) . 



pany: will they expand in pulp and paper, or 
emphasize other areas? 

The president of the company says, "I 
wish you people would get together on this. 
We're a factor in the pulp and paper business 
now and we will be 25 years from now. Per
haps some day we'll get over the idea that we 
should always be increasing our market share 
in the products we're in; we might well de
crease our share and get rid of some lines that 
are real losers . We'll probably expand more in 
other lines of business, but pulp and paper will 
still be important to us. Now one of my prob
lems is to decide for whom I'm running this 
company- for our present shareholders, their 
children or grandchildren. I can sell off the 
assets now and boost our earning per share. But 
is this going to look smart 25 years from now? 
My gut feeling is that it's good to own land. 
Perhaps we should own more, perhaps we 
should own slightly less. But I think we should 
get the facts and develop a real strategy in this 
area.'' 

The answer to the question posed by the company 
president in Gilligan's discourse is, of course, that he is 
operating the company for not only current shareholders , 
but the next two generations. It should become evident 
that only a forward looking concept such as strategy can 
be effective in assuring future success for the company. 
The role of land in that strategy is important in the wood
based industry. 

To summarize, the following points are the major ad
vantages of corporate timberland ownership; or, in other 
words, growing timber instead of buying it. Timberlands 
are important to the wood-based corporation because: 

• Timberland provides an insurance policy on 
capital-intensive mills 
- physical (shortage of raw material) 
- economic (short-run price fluctuations) 

• Timberland is a low risk investment 
- asset liquidity (decision is reversible) 
- inflation hedge aspects 

• Timberland acquisition is increasingly difficult 

• Timberland affords capital gains taxation advan
tages 

In addition to these advantages of corporate timberland 
ownership, there are additional reasons that are not mutu
ally exclusive from the above reasons, but may more 
properly be called strategic factors that explain why tim
berland ownership will help to insure the future success of 
the company. 

• Strategic factors in timberland ownership include: 
- integration with processing and marketing 

facilities 
- low cost wood raw material supply 
- proximity of production facilities 
- other sources of raw material supply 
- competitive position, national and regional 
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A case example will illustrate the strategic importance 
of large timberland acquisitions these days. To date, the 
largest merger in the wood-based industry ($805 million) 
resulted from the 1979 bidding war between International 
Paper (IP) and Weyerhaeuser- as well as others such as 
Mobil and the Getty family's Placid Oil- for the closely 
held Bodcaw Company of Louisiana. As Fortune ( 1979b) 
points out, there were strategic reasons why IP wanted 
Bodcaw so badly that it bid 40 percent over the appraised 
value of the Bodcaw holdings, which included 330,000 
acres of prime southern pine sawtimber. IP' s strong suit is 
pulp and paper, which is the least lucrative segment of the 
wood-based industry. IP was eager to build up its share of 
the more profitable lumber and plywood business. Fur
thermore, Bodcaw's timberlands and automated low cost 
mill are in the heart of IP' s home turf. And above all else, 
IP wanted to keep Weyerhaeuser from intruding into its 
domain. IP leads Weyerhaeuser in sales, but lags in 
profits . IP's 1978 sales were $4.2 billion, compared to 
Weyerhaeuser's $3 .8 billion. Yet Weyerhaeuser profits 
for 1978 were $371 million, IP's were $234 million. 

Why does Weyerhaeuser perform so much better than 
IP? The former company's vast timberland holdings, al
though exceeded in acreage by IP's holdings, contain 
huge volumes of high value old-growth timber. Because 
of these holdings and the capital gains taxation advantages 
it affords them, Weyerhaeuser is able to outpace its three 
competitors for industry leadership in the earnings race. 
Wiegner (1978) illustrates the point. Georgia-Pacific is 
challenging Weyerhaeuser for the leadership position. 
Georgia-Pacific had higher pre-tax earnings than Wey
erhaeuser in 1977, but Weyerhaeuser's timberland owner
ship advantage allowed them to pay only 30 percent of its 
sales in income tax compared to Georgia-Pacific's 40 per
cent, which gave Weyerhaeuser the after-tax edge in the 
earnings race. Thus, timberland ownership is an impor
tant strategic consideration with many attendant advan
tages. But once the decision is made to acquire 
timberlands, how does the corporation decide what to do 
with them? 

Hierarchy of Corporate Timberland Decisions 

Enk (1975) concluded that timberland decisions were 
influenced by three levels of strategy: overall corporate 
strategy (i.e. mission of the corporation), land-use strat
egy, and the role of land in overall corporate strategy. A 
more detailed understanding of these timberland decisions 
is possible using the analytical framework suggested in 
Figure 2. This hierarchical format is used by the Stanford 
Research Institute to help clarify and demarcate decision 
problems (Menke 1979). 

The overall corporate strategy or mission that defines 
the purpose of the company appears at the top of the 
hierarchical pyramid of decisions . The land-use strategy 
answers the questions, ' 'How to use land?'' It is at a lower 
level of decision that the mission, especially in the "new 
diversified entrants'' to the wood-based industry that op
erate their wood-based product division as a subsidiary of 
a large diverse corporate organization structure. The role 
of land in corporate strategy is the link between the land-



use strategy and overall corporate strategy, and serves to 
answer the question, ''Why own land?'' It is hypothesized 
that the role of land will be of central importance to the 
"traditional" wood-based companies, and not be of cen
tral importance to the' 'new diversified entrants.'' In other 
words, land ownership may be more important to the con
tinued existence of ''traditional'' firms with their depen
dence on wood-based products than to the "new diversi
fied entrants" with their highly diversified product 
portfolios. 

The second tier in the timberland decision hierarchy 
(Figure 2) illustrates that timberland investments compete 
with alternative corporate-wide investment opportunities. 
Here capital budgeting techniques become strategically 
critical. But in the final analysis, investments will pre
sumably be made to maintain the forest resource owned by 
the company more for strategic reasons than financial; the 
continued successful existence of the firm is more impor
tant than a calculated rate of return. Because of the long 
time periods involved in forest management, forestry in
vestments will likely appear to be less profitable than 
alternative corporate-wide investments, yet they are criti
cal for future success. The point is that woodlands man
agers must convince higher level decision makers in the 
firm that such is the case. This is hard to do if the manager 
is unaware of the long-term nature of forestry and is more 
concerned with short-term financial returns. Once the 
woodlands operation has been able to secure its share of 
corporate capital, it must then decide how to use it. 

From the third tier down in Figure 2, capital budgeting 
techniques become more appropriate. Therefore, individ
ual woodland system development strategies should be 
ranked and prioritized, using such financial criteria as 
internal rate of return and net present value of discounted 
future cash flows to evaluate individual projects (Webster 
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Figure 2. Hierarchy of timberland decisions. 

1965). These lower level corporate timberland decisions 
may be termed timberland investment strategies, and will 
be discussed in more detail after the higher levels of tim
berland decisions in Figure 2 have been treated . These 
levels, again, are overall corporate strategy, land-use 
strategy, and the role of land in corporate strategy. 

Overall Corporate Strategy. Overall corporate strat
egies influencing land-use decisions have been docu
mented by several authors. Enk (1975), for example, clas
sified overall corporate strategies of 20 forest products 
companies into five groups as follows: 18 

• two focused on profit or financial performance 
• eleven stressed a traditional forest products indus

try product orientation - lumber, paper, or 
packaging 

• three focused on changing to an identifiable or 
broad range of products 

• two stressed growth 

• two were actively involved in attempting to develop 
a corporate strategy 

Rich ( 1980a, b) offers quite a different classification of 
corporate strategies used by the '' top 20'' forest products 
companies in 1978. The difference is no doubt due to the 
continuing evolution of corporate strategy. Rich classified 
the top 20 into three different overall strategies as follows: 

• eleven emphasized raw materials (timber re
sources) as their primary concern 

• seven emphasized raw materials (timber resources) 
and production capabilities about equally 

• two emphasized a strong marketing orientation 

Rich's major point (1980a) is that many companies have 
changed their strategic emphasis from marketing to one 

18Enk's (1975) sample group of 20 respondents of 30 selected large forest products com
panies in 1969 was made up of the following firms , classified by their strategic group as 
used in this study: 
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Traditional top 10 Traditionall2 New diversified entrants 

Georgia-Pacific 
International Paper 
Weyerhaeuser 
Champion lnt' l. 
St. Regis Paper 
Crown Zellerbach 
Boise Cascade 
Scott Paper 
[Kimberly-Clark] 
(Louisiana-Pacific) 

Others 

Evans Products 
Riegel Paper# 
Fibreboard Corp. # 
Inland Container# 
Hoerner-Waldorf# 
Ethyl Corp+ 
[Flintkote] + 
[Standard Pkg.] + 

Westvaco* 
Mead* 
Great Northern Nekoosa** 
Hammermill Paper* 
Potlatch* 
[Diamond Int'l.]* 
[Union Camp]** 
(Willamette Ind .)* 
(Southwest Forest Ind.}** 
(Masonite}** 
(Federal Paper Board)** 
(Consolidated Papers)* 

• declined to participate in this study 
** participants in this study 
# merged into another firm since 1969 
+ exited industry by divestiture in 1976 
[] declined to participate in Enk's study 
() not considered for Enk's study 

Owens-Illinois** 
[American Can]** 
[Mobil/Container Corp.]* 
[Continental Group]* 
[ITT Rayonier]* 
[Olin Corp.] 
(Procter & Gamble)* 
(Tenneco)* 
(Time)** 
(Bendix}** 
(Gulf + Western Ind.)* 
(Times Mirror)* 
(Philip Morris)* 



that brings them closer to their timber resources, and stra
tegic planning was the process that brought them to this 
realization. In fact, Delombre and Bruzelius (1977) state 
that: 

The marketing concept in favor during the 
60s, based on a relationship existing between 
the firm and its market, must be replaced by a 
strategy concept based on a triangular relation
ship between the firm, its market, and its 
competitors. 

Land-use Strategy. The strategy for corporate land
use is the answer to the question, "What does the com
pany do with its land?'' Enk (1975) classified the land-use 
strategies of 20 companies as follows: 

• five maximized overall productive capability of 
land 

• six maximized revenues from the use of land 

• five met production unit requirements 

• two developed long-term highest dollar value of 
land 

• two had strategy changing or undefined 

These condensed statements do not fully capture the 
range of strategies expressed by corporate managers . For 
example, one executive stated: ''we are the stewards of 
the land under a public franchise;'' while another stated: 
"we own the land and do with it what we want" (Enk 
1975, p. 94). Different land-use strategies suggest that 
timber management policies will also differ. Enk noted 
that there is a close correlation between a company's land
use strategy and its timber management practices, with the 
former guiding the latter. Of Enk' s 20 sample companies 
in the late 1960s, nine operated nurseries, 13 practiced site 
preparation, 16 had planting programs, 11 were engaged 
in timber stand improvement, 12 in commercial thinning, 
and 11 in fertilization. However, four of Enk's 20 firms 
owned more than a million acres but practiced no timber 
management at all. Enk believes that the levels of invest
ment in timber management activities were certainly less 
than might be expected from these 20 companies that 
together owned almost 40 million acres o~ U.S. ti~ber
land in 1969. Yet on the average, forest mdustry firms 
practice more intensive forestry for wood production than 
do other owners of timberlands, and as a result grow more 
timber per acre annually and grow more timber in relation 
to productive capacity (Clawson 1975). 

A more recent study of forest industry companies' 
timberland management practices attempted to identify 
the relationship between company size and intensity of 
timber management (DeBell and others 1977). This sur
vey of 166 firms attempted to assess the use of intensive 
forest management practices 19 by all industrial owners 
holding 50,000 or more acres. Of the 109 respondents, 52 
owned in excess of 250,000 acres, 39 owned between 
50,000 and 250,000 acres, and 18 owned less than 50,000 
acres. The study found that the largest owners utilize the 
more commonly accepted practices more than the smaller 

19Jncluding precommercial thinning, timber stand improvement, commercial thinning, site 
preparation, weed control, species conversion, use of genetically improved stock, fertil
ization, drainage, irrigation, short rotation forestry , and intensified protection. 
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ownerships, including precomrnercial and commercial 
thinning, timber stand improvement, fertilization, site 
preparation, and genetic improvement. Regarding other 
practices, large ownerships do not appear to employ them 
more than smaller ownerships. However, this study had a 
major weakness in that very large ownerships- those 20 
companies that own more than one million acres - were 
not reported as a separate category. 

Role of Land in Corporate Strategy. The role of 
land in corporate strategy provides an answer to the ques
tion, "Why does the company own land?'' Enk (1975) 
identified six distinct roles among 20 companies: 

• six companies said land was strictly the source of 
raw material used in the productive process 

• four said land was of secondary importance 

• three said the role of land was broadening 

• two said the role of land was to provide security 

• one said land and the productivity of land was cen
tral- the core of corporate strategy 

• two said the importance of land in the corporate 
strategy was declining 

• two said the role of land was undefined 

Rich's (1980a,b) analysis of overall corporate strate
gies among the top 20 forest products companies in 1978 
indicated that seven of these firms emphasized timber 
resources as their primary concern, and 11 emphasized the 
importance of timber resources as about equal to the im
portance of production facilities. For the seven emphasiz
ing timber resources, the role of land in corporate strategy 
is clearly one of central or core importance. This is a 
dramatic change from Enk's (1975) 1969 survey sample 
of20 forest products companies, although the change may 
be more one of interpretation or semantics rather than an 
evolutionary change in strategy. 

Timberland Investment Strategy. Industrial for
estry firms invest in timberlands and forest management 
primarily to offset raw material uncertainties (Nelson 
1960). A company will limit these investments to an 
amount it believes is adequate to protect future supplies of 
wood. Because of conditions near processing facilities or 
individual financial limitations, many companies cannot 
acquire what they consider to be adequate acreage. Com
pany wide investment policy is, of course, constrained by 
limited amounts of capital, and thus a priority system is 
needed. Typical capital budgeting priorities are as follows 
(Nelson 1960): 

1. Projects which are essential to the continued opera
tion of the business. This includes needed equip
ment replacements, projects which have to be 
undertaken for safety or welfare of employees, and 
projects which are required in order to keep the 
business competitive. 

2. Projects which have very good payouts. 

3. Projects which are desirable but not essential (re
gardless of time of payout). 

4. Projects of a contingent nature which might have to 



be undertaken as a result of possible changes in the 
conditions under which the business operates. 

Significant for a forest industry company is the tacit rec
ognition that it is not possible to see far enough ahead to 
determine exact payouts on all courses of action, and that 
some very important ventures in research, new product 
development, and other areas are undertaken primarily on 
management's judgement that they are important for the 
future well-being of the business (Nelson 1960). 

Are investment rules such as those noted above still 
applicable? A management and accounting study of capi
tal budgeting practices in the forest products industry 
(Bailes and others 1978) reviewed the nature of capital 
budgeting, project evaluation techniques, and methods of 
risk adjustment by surveying more than 200 forest prod
ucts companies . One hundred eight returned the question
naire, including 27 firms with 1975 sales in excess of $500 
million. Most companies were found to have a formal 
capital budgeting process, and most used the preferred 
discounted cash flow method to some extent. Sophistica
tion in the use of these techniques was directly related to 
company size, and was more evident in the wood-based 
industry than in other industries. Risk adjustment quanti
tative techniques were not widely used . Recommenda
tions from the study included more use of internal rate of 
return evaluations and development of priority rankings 
for projects . 

In the late 1960s and early 1970s , the ownership of 
timberland by corporations was under attack because of an 
emphasis on asset management, a process which required 
timberland investments to provide a rate of return compa
rable to alternative corporate investments (Gilligan 1972). 
It must be recognized that this view is not strategic in that 
it emphasizes short-term operational considerations , not 
the long-term perspective strategic thinking requires. As 
Gilligan (1973) says, the fallacy in asset management is 
that it assumes liquidation of the asset; and further, a 
company that puts off its timberland investments until the 
rate of return improves significantly will , at a later date, 
no doubt have to face the same decisions again, and future 
review would probably indicate that the return on timber
land is no more attractive than it was before. Furthermore , 
as Nelson (1960) points out, ordinary capital budgeting 
procedures, usually used for replacement of a machine or 
rebuilding a mill, which can be postponed for several 
years depending on corporate wide needs , are not a valid 
consideration when contemplating land acquisition either 
through direct purchase or by corporate merger. These 
opportunities usually occur relatively infrequently and no 
postponement of decision is possible . 

Comparable to asset management is the investor' s 
" asset play ." Forbes (1980b) describes it well : 

The asset play, essentially , is an inflation 
hedge, it takes center stage when investors are 
scared about rising prices . To protect purchas
ing power, investors look for companies that 
possess large natural resources. In more confi
dent times, investors care more about earnings; 
in inflationary times they think in terms of as
sets . The flaw in the asset play is that it as-
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sumes liquidating. What does it avail a 
company to own valuable forest lands if it turns 
the trees into cardboard boxes on which it can't 
make money? 

However, when inflation rears its ugly head, investors 
seek refuge in assets. Sometimes their faith in assets is 
justified, especially in the takeover or buyout merger 
ploys. In this sense, the asset-play is a variation of the 
takeover-prospect game (Forbes 1980b) . And this game 
will continue to be played as long as big old companies 
have substantial amounts of "windfall" cash and other 
large firms find themselves with excessive amounts of 
cash. 

Investment planning, or asset management, as a sub
stitute for corporate planning, is inevitably destined to 
falter. In describing "the fallacy of asset management, " 
Drucker (1974) explains why: 

Asset management as it relates to nonfinan
cial businesses is a function of and not the defi
nition of the business .. . . The asset managers 
who acquired operating businesses (in the 
1960s) performed a useful function when they 
closed down or sold off parts that were tying 
down large chunks of assets without producing 
returns . But once they had done this, they did 
not know how to manage a business - and the 
boom of asset management ended in predict
able failure . 

The relevant question today is not one of asset man
agement in the sense of producing a good rate of return on 
investment, but more one of positioning the company for 
future success . This is the essence of strategy and strategic 
planning . Timberlands are critical to large wood-based 
companies. Thus, the strategies for the management of 
this significant asset are of major concern. 

Westvaco Corporation made the following 197 4 state
ment on long range planning for timber resources (Fun
derburke 1977): 

Westvaco is practicing asset management , 
and in the case of timber, we are simply grow
ing more, growing it faster, growing a higher 
quality product for our use, growing it in the 
most favorable locations possible, and using 
more of, if not all of, the above-ground por
tions of every tree. And we ' re doing it, we 
believe, with minimal adverse impact upon the 
quality of life for both present and future popu
lations, as environmental considerations are 
significant elements in our planning. 

Although this statement indicates that Westvaco practices 
asset management (even though it recognizes the weak
ness of assuming asset liquidiation rather than replenish
ment) , Westvaco does emphasize their efforts in intensive 
forest management. Their 1978 annual report indicates 
that Westvaco' s strategy, which is designed to capitalize 
on a sound supply-demand relationship in the U.S . paper 
industry, focuses on the following : 

• Grow with customers by adding papermaking ca
pacity at about twice the rate planned by industry 



• Expand our chemicals business with new products 
and new facilities 

• Improve our productivity by about 20 percent 

• Increase our potential for raw material self
sufficiency 

• Make our energy resources more secure in cost and 
supply 

• Make further progress in improving the environ
ment of each of our plant communities 

• Increase our use of recycled and reclaimed raw ma-
terials 

On balance it seems fair to say that Westvaco's stated 
1978 strategy places an equal emphasis on timber and 
production facilities, with a minor emphasis on market
ing. To understand the influence of corporate strategy on 
timberland decisions, careful review of a firm's strategy is 
necessary. The concept of strategy has become so central 
to corporate management that strategy statements are now 
often highlighted in annual reports to shareholders. 

CORPORATE STRATEGIES 
OF SURVEYED COMPANIES 

Sample Group of Companies 

Corporate strategies and the resulting land-use activi
ties of 24 wood-based companies were a central focus of 
this study. Overall corporate strategies were obtained 
from corporate annual reports; land-use strategies and the 
role of land in corporate strategy had to be obtained by a 
survey of individual companies. Twelve' 'new diversified 
entrants'' to the wood-based industry were selected for the 
survey as were 12 "traditional" wood-based companies 
having wood-based operations similar in size to the new 
diversified entrants (Table 9). 

In order to gain the cooperation and assistance of the 
24 wood-based companies selected for study, a letter was 
sent to corporate chief executive officers asking their co
operation and assistance in the study. 20 Enclosed with this 
letter were the researcher's resume and a reply postcard. 
Sixteen of the 24 companies responded within 30 days. 
The eight companies21 that did not respond to the initial 
request were sent follow-up letters . 

All 24 companies responded to either the initial or 
follow-up request. Fifteen companies expressed a desire 
to participate in the study- eight new diversified entrants 
and seven traditionals. The responding corporate execu
tives were contacted about the mode of participation. Al
most all of them preferred a questionnaire, which was 
somewhat surprising based on the interview preferences 
experienced by Enk (1975) and Hungerford (1969). How
ever, two interviews were conducted, one each with a new 
diversified entrant (Owens-Illinois) and a traditional 
wood-based company (Masonite) . The purpose of the two 

20From the beginning of this study in early 1979, to its completion in late 1980, six of the 24 
study group firms installed new chief executive officers (CEO): ITT, Mead, Continental 
Group, Time, Union Camp, and American Can . In addition, Mobil ' s Container Corpora
tion of America subsidiary installed a new CEO. 

21Continental Group, m , Tenneco , Time, American Can, Mead , Southwest Forest Indus
tries, and Federal Paper Board . 
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interviews was to test the questionnaire, which had to 
serve as the primary information gathering device. Both 
companies reacted favorably to the questionnaire, which 
was then distributed to the 15 companies who had indi
cated a desire to participate. Unfortunately, six companies 
withdrew from the study after receiving the 
questionnaire. 22 This left nine participants - four new 
diversified entrants and five traditionals. They were: 

New diversified entrants: 
Owens-Illinois 
Time 
Bendix 
American Can 

Traditionals: 
Union Camp 
Great Northern Nekoosa 
Southwest Forest Industries 
Masonite 
Federal Paper Board 

Overall Corporate Strategy 

The study group of 12 traditional wood-based com
panies had the following distribution of overall corporate 
strategies expressed in their 1978 corporate annual reports 
to stockholders: 

• Four emphasized timber resources as their primary 
concern. 

• Five emphasized timber resources and production 
capabilities about equally. 

• Two emphasized a strong marketing orientation. 

• One emphasized production capabilities and mar
keting about equally. 

The 12 new diversified entrants had the following dis
tribution of overall corporate strategies expressed in their 
1978 corporate annual reports to stockholders: 

• None emphasized timber resources. 

• One emphasized timber resources and production 
facilities about equally. 

22Some companies failed to provide a rationale for not participating in the study , although 
all were requested to do so . Summarized below are reasons provided by companies for not 
participating; some gave more than one: 

New diversified entrants 

• Three firms indicated that the amount of time or human resources they would have to 
invest to provide meaningful responses would be extravagant. 

• Three firms indicated that despite efforts to maintain confidentiality , a number of 
questions might potentially damage the firm's competitive position . 

• One firm indicated that any information they would receive as a result of the study 
would not be useful to them. 

• One firm indicated that its planning directions were changing, and that answers to 
questions could not accurately reflect their soon-to-be restructured planning process . 

• One firm was in the process of being divested from its parent company, and could not 
adequately address such questions. 

Traditional wood-based companies 

• Three firms indicated that the amount of time or human resources they would have to 
invest to provide meaningful responses would be extravagant. 

• Two firms indicated that despite efforts to maintain confidentiality , a number of 
questions might damage the firm's competitive position. 

• One firm indicated that any information they would receive as a result of the study 
would not be useful to them. 



• Two emphasized a strong marketing orientation. 

• Eight emphasized diversification . 

• One emphasized profitability. 

The preceding comparison shows that the traditional 
sample group emphasizes timber resources in its overall 
strategy to a much greater extent than do the new diversi
fied entrants. This is certainly consistent with the tradi
tional group's heavy dependence on wood-based products 
and the relative unimportance of wood-based products to 
the new diversified entrants. 23 

Questionnaire Results 

The strategies and structures that the final sample 
group of nine wood-based companies use to guide their 
land-use decisions are summarized here. Key points have 
been extracted from responses to the questionnaire 
(Appendix B). 

The first question asked was what the company's 
overall strategy or mission was . In a few cases, the strat
egy statement matched that in the company's annual re
port. However, in most cases it did not. This may indicate 
that the mission of the company as seen by its top strategy
making management is viewed otherwise by lower level 
managers who completed the questionnaire . In the case of 
two new diversified entrants, the strategy for the wood
based subsidiary was given as the corporation's overall 
strategy. This finding points out that it is difficult for the 
subsidiary to answer for the entire corporation, and that 
point should be remembered throughout the remaining 
discussion. 

All nine responding companies believed that there was 
something different about the wood-based industry as 
compared to other business enterprises. Longer time hori
zons were mentioned by several companies. Also men
tioned were the investment or inflation-hedge aspect of 
timberlands, which were perceived by several companies 
as being a unique feature of the industry. Surprisingly, 
one new diversified entrant believed that the industry is 
dominated by a few large landowning firms. One tradi
tional company mentioned that a unique aspect was that 
"government owned" renewable resources were used to 
produce commodity products . 

Two critical questions about short-term/long-term 
tradeoffs were asked: (I) is attainment of short-term profit 
goals at the expense of long-term goals viewed as a prob
lem by the company, and (2) do control mechanisms used 
by top management adequately consider such tradeoffs? 
Most of the respondents recognized this important issue , 
and believed that the control mechanisms used by top
level management adequately considered the crucial 
tradeoffs. However, one new diversified entrant thought 
performance measures overemphasized short-term con
siderations, and two new diversified entrants believed that 

23For comparison, which is summarized on Table 12, Rich (1980a ,b) identified three 
groups of overall corporate strategies among the top 20 forest products firms from their 
1978 corporate annual reports to stockholders: 

• Eleven emphasized raw materials (timber resources) as their primary concern . 

• Seven emphasized raw materials (timber resources) and production capabilities 
about equally . 

• Two emphasized a strong marketing orientation. 
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lower level managers were not knowledgeable about long
term corporate goals and how they contributed to them. 
None of the traditional wood-based companies indicated 
thes~ pro~lems. These questions indicate the important 
relatiOnship between strategies and the organizational 
structures for implementing and controlling them. 

Land-Use Strategy 

All nine respondents indicate that they had a land-use 
strategy, and except for one firm whose lands were all in 
t~e same region, geog~aphical areas were stressed, espe
cially the southern Umted States. Land-use emphasis
~ow the l~nd was managed- was on providing raw mate
nal supphes for nearby production facilities. Three new 
diversified entrants and two traditional wood-based com
panies maximized the overall productive capability of 
t~eir ~~~d as their primary land-use strategy. One new 
diversified entrant and three traditional wood-users em
ph~sized that meeting production unit requirements was 
their land-use strategy. Maximizing revenues or land 
values . were only mentioned as secondary land-use 
strategies. 

In general, land-use activities were planned at lower 
levels than where the decisions regarding these activities 
were made , with no clear distinction between the two 
groups of firms. Decision criteria for land-use activities 
showed no patterns of difference, except that four of the 
traditional firms used the internal rate of return criterion 
recommended by Bailes and others (1978); none of the 
new diversified entrants used it. Land-use activities were 
in general, about the same for each of the two groups . Th~ 
four new div.ersified entrants spent an average of $2.47 
per. a.c~e ?f timberlands for commercial timber growing 
activities m 1979. The three responding traditional wood
based companies averaged $2.24 per acre in 1979. The 
responses received to a question on the levels of land-use 
activity indicated that the new diversified entrants either 
had better records of timber management activities, were 
more willing to reveal them, or practiced more timber 
management than did the traditional wood-users . The four 
new diversified entrants had treated 1,886,659 acres, or 
68 percent of all their owned timberlands, compared to 
767,396 acres treated (22 percent of their holdings), for 
the three re.spon?~ng traditional wood-based companies. 
The new diversified entrants treated 6 percent of their 
acreage in 1979, compared to 2 percent for the tradi
tionals. It must be recognized that these percentages un
~oubtedly double count certain acreage; for example, it is 
hkely that planted acreage has also received site prepara
tion . Nonetheless, the comparison reveals that one group 
of respondents treated more land than did another. 

If one were to hypothesize that traditional wood-based 
companies engage in more land-use activities and at 
higher levels of investment than new diversified entrants 
one would have to reject the hypothesis on the basis of th~ 
evidence gathered by this study. In fact, the reverse may 
be true . However, extending the meager evidence pre
sented here to make such a claim is climbing out on a 
fragile limb . 



Role of Land in Corporate Strategy 

The key to corporate attitudes about land resources is 
perhaps the role of land in o_verall corporate strategy, 
which helps answer the questiOn: why own land? Two 
new diversified entrants indicated that the role ofland was 
of primary importance, and tw?. indicated it was of sec
ondary importance . Four traditional ~ood-b~sed co.m
panies indicated that it was of pnmary mcreasmg 
importance; only one indicated that it was .secondary. All 
but two traditionals indicated land was Important as a 
source of raw material. The two exceptions indicated that 
future raw material security was more important than a 
current source. 

The new diversified entrants showed a greater ten
dency to quantify timberland goals in their ~trategies, "Yith 
three of the four stating either an acreage figure or a yield 
in wood volumes from company timberlands - usually 
termed raw material self-sufficiency. Only one traditional 
company had set a goal for self-sufficiency. All ~elf
sufficiency goals were in the 30 to 50 perce~t ~ange . Six of 
the nine companies were presently self-sufflClen~ at t~e.30 
to 35 percent range, including all of the new diversified 
entrants . One traditional was almost 50 percent self
sufficient, another only 12 percent; the f~fth abstained. 24 

The five traditional wood-based compames consume al
most all their own wood internally, one new diversified 
entrant sells a fourth of its own wood in markets outside 
the firm, and two sell from 3 to 10 percent of their pro
duced wood on the open market. 

Land ownership and control acreages were verified by 
questioning the firms . The only significant variance is that 
a third of Federal Paper Board's reportedly owned acreag.e 
is in fact under long-term (66 to 99 year) lease. Also , It 
was revealed that Masonite owns land in South Africa. In 
general , the traditional wood-based companies antici
pated increasing their fee-owne.d la~~s and leases to a 
greater extent than did the new diversified entrants . 

The most prominent historical reason for owning tim
berlands was to provide a secure wood supply or supp.ort 
for mills. This reason was expressed by SIX of the mne 
companies, including .a~l four. new diversified entrants . 
Interestingly, two traditional firms owned la_n?~ because 
they came to the company as part of an acqulSlttOn pack
age, along with additional mill capacity. 

What are the bases used for evaluating whether or not 
a particular tract of for~st land sh~uld be. purchased? The 
responses to this question were ~Ich , ~~t~ sev~ral com
panies prior!tizing their ~valuation cnter~a. Ftve .com
panies mentiOned economic returns, and five ~entioned 
factors related to timber stand volume. Four firms men
tioned site productivity. Three ~e.ntioned location. Price 
was mentioned by two. Two traditional wood-based com
panies mentioned th~t strategic ?~ competitive factors 
played a role in makmg the deciSion to buy a tract of 
timberland. 

If one were to hypothesize that land is more important 

24Timber self-sufficiencies of Rich's top 20 forest products companies were as follows: 
four companies, 10 to 25 percent; 12 companies, 25 to 30 percent; three companies, 50 to 
75 percent; and one company, more than 75 percent All companies more than 50 percent 
emphasized timber resources as thetr pnmary strategic concern (Rich 1980b ). See Table 4 
to identify individual finn timber self-sufficiency percentages. 
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in the strategies of the traditional wood-based firm than it 
is to the new diversified entrants, the evidence gathered by 
this study would cause one to reject that hypothesis . But 
remember, the subsidiary cannot very well represent the 
view of top level corporate management. 

Organizational Structure 

All nine firms are set up on either the strategic busi
ness unit or profit center concept. Seven of the nine firms 
had eliminated unprofitable profit centers . Five firms had 
their timberland division set up as a profit center, three of 
these firms were new diversified entrants. No special con
siderations were given to timberland profit centers in com
petition with other profit centers in the firm. 

All nine firms are basically organized along product 
division lines. Many of the firms also displayed geo
graphic , functional, and matrix organizational elements. 
Reorganizations were not as frequent as one might sus
pect, as the majority of the companies had not reorganized 
in more than 10 years. The product division organization 
seems to serve the strategic needs of all the companies 
very well. Specifically mentioned advantages were a con
centration of expertise and decentralized decision mak
ing, which led to faster response times and more 
incentives for better performance. Disadvantages men
tioned were reduced communications and less under
standing of total company operations. 

Perhaps the one question that gets to the root of this 
study' s purpose is: has (or would) the organizational 
structure superimposed over the company' s wood-based 
business because of a merger affected the operation of its 
wood-based business? If so, how? The nine companies 
split evenly on their response to this question (one com
pany answered "who knows?") . Affirmative responses 
ranged from premature liquidation of timber to boost sag
ging profits, to slower decision making. It was mentioned 
that any effect would depend on the character of the merg
ing firm and the organizational structure to be imposed. 
One of the responses to this key question was that it takes a 
knowledgeable individual at the top level of management 
to properly manage a wood-based business. Rich (1979d) 
has also mentioned this as a critical consideration for a 
diversified company with wood-based operations. All 
companies except two new diversified entrants believed 
that there was a top level manager who really understands 
the wood-based business and forestry . This may hold true 
for the two new diversified entrant exceptions as well. 

Seven of the woodlands organizations within the nine 
corporations stated their primary objective was providing 
timber or wood supply for their mills. This is consistent 
with the findings on land-use strategy. It might be said that 
the four new diversified entrants were more oriented to
ward financial goals, because operating as a profit center 
was the primary objective for one firm' s woodlands or
ganization, and the secondary objective for the other 
three. No traditional firm mentioned financial return as its 
primary or secondary objective, except for one whose 
main objective was to maximize the economic productiv
ity of its timberlands. All responding firms used func
tional organization structures in the woodlands 



organization; numbers of woodlands personnel varied 
from 25 to 800. Major recent structural changes in the 
woodlands organizations were that three new diversified 
entrants had combined forest management and wood pro
curement activities. Three firms, including one new di
versified entrant, had recently been made profit centers. 

Woodlands organization budget breakdowns revealed 
that traditional wood-based companies spent more than 
three-fourths of the woodlands budget for management 
and operational activities, as compared to 35 to 60 percent 
for the new diversified entrants. The latter group spent 
more on capital improvements than did the traditional 
respondents. It seems that the new diversified entrants 
spent more on research and development. 

Strategic Planning 

All of the nine responding firms practiced strategic 
planning. Six of them, three from each group, had set up a 
special centralized group for strategic planning. The three 
that did not indicated that top level management commit
tees considered the directions for corporate strategies. 
Ang and Chua (1979) found that 55 percent of 119 large 
firms responding to a survey had a centralized planning 
function with a separate staff. Two of the new diversified 
entrants and one of the traditionals have had a centralized 
planning staff since the 1960s; the other three firms with 
them started in the 1970s. 

One of the ways to cut down on short-term/long-term 
trade-offs advocated by Banks and Wheelwright ( 1979) is 
to involve line management in the development of strate
gic and operating plans. All of the nine responding firms 
did this. 

The firms were asked if they made a distinction be
tween long-range planning and strategic planning. Four 
firms, three of them new diversified entrants, said that 
they did. Only two distinctions were clear: 1) a long-range 
plan is more financially oriented, and 2) strategic plans are 
usually made for five years- longer range planning con
cepts, i.e. forest management, are planned and modified 
at longer time intervals. Most firms believed that a long
range planning horizon was at least five years; and many 
firms planned beyond the strategic threshold of five years 
for forest management, some firms reaching out 30 to 50 
years. In general, the new diversified entrants articulated 
longer actual planning horizons than did the traditional 
wood-based companies. 

Most of the firms considered a multitude of decision 
areas in their strategic planning, as did the 323large com
panies in a recent survey by Kudla ( 1978). All nine firms 
considered captial spending, expansion, sales forecasts, 
cash requirements, supply/demand projections, diversifi
cations, and raw material supplies. All of the new diversi
fied entrants considered organizational structures in the 
planning process; only one traditional firm did. This 
might indicate that the new diversified entrants are better 
prepared to make the leap from strategic planning to stra
tegic management, or it might indicate that the more com
plex structures of the highly diversified companies require 
more attention than firms committed to only one basic 
business. Questioning revealed that the new diversified 
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entrants are more likely to quantify objectives, and more 
of them, in their strategic plans. Only one firm, a new 
diversified entrant, allows the strategic plan to gather dust 
for more than one year before it is reviewed. Several firms 
indicated that they review the plan more often than the 
usual yearly interval. 

All nine firms considered competitive environmental 
factors in their strategic plans. Other important environ
mental factors that received seven or eight votes were 
population trends, technological developments, and regu
latory developments. Social climate and political devel
opments received less attention as environmental factors 
for strategic planning. The most widely perceived benefits 
of the strategic planning process were: better quality deci
sion making (nine responses); ability to explore more al
ternatives, and management's development of a broader 
view (eight responses); better understanding of the busi
ness process, and improved communications (seven re
sponses). The most widely experienced difficulties with 
strategic planning were in obtaining useful forecasting 
input data, expressed by seven firms, and the credibility of 
the planning output, expressed by five firms. All nine of 
the firms subscribed to a national economic forecasting 
service as input to the planning process. 

Eight key planning issues pervade the strategic plan
ning literature (Holloway and King 1979). The role of the 
chief executive- should he be a ''decider'' or a facilita
tor and motivator of planning and strategic decision mak
ing- was the only one of the eight issues that the sample 
companies felt was overwhelmingly important, indicating 
that there may be significant problems with the strategic 
planning process if the chief executive does not take an 
active interest in it. 

Although it is open to question whether or not forest 
resource management planning may be defined as strate
gic planning or long -range planning, six of the nine firms 
used computerized forest regulation models in planning. 
Two new diversified entrants and three traditional wood
based companies used models for harvest scheduling 
based on timber inventory and growth projections. One 
new diversified entrant, who appeared to have the most 
sophisticated model of the nine, combined economic 
maximization with mill fiber balance requirements in its 
modeling. The other new diversified entrant was develop
ing a model with the corporate operations research staff 
that was to be on line by the end of 1981. Two traditional 
companies had no model, and mentioned no plans for one. 

On balance, it seems that both the four new diversified 
entrants and the five traditional wood-based companies 
practice relatively sophisticated strategic planning , with 
the new diversified entrants appearing to be a bit more 
sophisticated with their efforts. This is most likely due to 
the nature of their large diversified enterprise. Based on 
the questionnaire findings and the fact that a new diversi
fied entrant withdrew from this study because it was 
changing the direction of its planning efforts under the 
edict of the subsidiary's corporate headquarters, it seems 
safe to say that the large diversified organizations' strate
gic planning efforts include the wood-based subsidiary 
operations. 



Summary 

To understand what motivates the modern corpora
tion, it is important to grasp the concept of strategy. It is, 
essentially, the glue that binds the parts of the whole cor
poration together. Just as it is possible to identify the kind 
of company one is dealing with by examining its strategy, 
it is possible to determine what values the company holds 
by looking at its strategies. Land-use strategies, then , 
would reveal the corporate attitude toward its land . There 
are three levels of strategy in the firm that will affect land
use decisions. These levels were depicted in an hierarchi
cal format in Figure 2, and are summarized in Table 12 
according to the findings of three studies that addressed 
corporate timberland ownership . 

The summary of strategies for land by wood-based 
companies (Table 12) indicates that although the new 
diversified entrants may not explicitly state that land is an 
integral part of their overall corporate strategy or mission, 
that is more a function of organizational problems inher-

ent in managing a large diversified enterprise than it is a 
manifestation of what could be interpreted as a different 
attitude about land. Of necessity, the large diversified 
organization must impose another layer of management 
and decision-making- usually a division- between its 
land resources and top level corporate policy makers. 
Companies in 1978 emphasized the strategic importance 
of their timber resources more than they did in 1969: 
Following from this, it seems that financial considerations 
regarding timberland management decisions are less 
important than they once were. It is increasingly more 
important to meet production unit needs and increase the 
productive capability of land than it is to maximize reve
nue and the value of land (Table 12). In general, the 
findings of this study based on the responses of the sample 
companies indicate that the large diversified firm with a 
wood-based subsidiary manages its lands no differently 
than does the traditional wood-based company. 

Table 12. Strategies for land by wood-based companies, by study. 

Rich 's 
Overal l strategy emphasis " top 20" 

Timber resources primarily 11 
Timber resources /production 7 
Marketing 2 
Diversification 
Growth 
Profit 
Undefined 

20 

Land-use strategy (how to use land) 

Maximize productive capability 
Meet production unit needs 
Maximize revenue 
Maximize long-term value 
Undefined or changing 

Role of land in strategy (why own land?) 

Primary importance 
Secondary importance 

Increasing importance 
Unchanging importance 

Source of raw material 
Future security 

Undefined 

Source : Rich (1980a, b), Enk (1975) , O ' Laughlin (1980) . 

• ( ) = secondary strategy or role. 

1978 

"Tradiitonals" 
N = 12 

4 
5 
2 

12 

"Traditionals" 
N = 5 

2 
3 

(1)* 
(1)* 

5 

"Traditionals " 
N = 5 

4 
1 

4 
1 

3 
2 (!)* 

5 
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" New Diversifieds " 
N = 12 

1 
2 
8 

12 

" New Diversifieds" 
N = 4 

3 
1 (1)* 

4 

"New Diversifieds" 
N = 4 

2 
2 

2 
2 

4 
(!)* 

4 

1969 

Enk's 
20 of 30 

( )t 11 
( )f 

3 

2 
2 
2 

20 

N = 20 

5 
5 
6 
2 
2 

20 

N = 20 

1 
4 

3 
2 

6 
2 

2 

20 



Appendix A 

LARGE U.S. COMPANIES WITH WOOD-BASED 
OPERATIONS AND THE SIC INDUSTRIES 

IN WHICH THEY OPERATE 

Understanding the role of land in a large wood-based 
company's operations requires an understanding of the 
range of the company's operations, i.e. the diversity of the 
firm's activities. This appendix is an attempt to portray 
such a range for a number of companies in the wood-based 
industry. 

The appendix consists of two tables that display SIC 
coded industries that 76 Fortune 500 companies operate 
in. The tables are based on information obtained from Dun 
and Bradstreet's Million Dollar Directory, Standard and 
Poor' s Register of Corporations, Ellefson and Chopp, 
1978, and the questionnaire portion of this study. The 76 
Fortune 500 firms have been separated into five catego
ries which correspond to a strategic group classification 
(Table 9). Table A.1 displays the wood-based SIC four
digit industries that each company operates in, while 
Table A.2 displays all the SIC two-digit industries that 
each company operates in - including a summary of the 
four-digit industries . When a company operates in more 
than one four-digit industry within the two-digit grouping 
in Table A.2, the number of such industries is given in
stead of a dot. The latter represents only one industry 
within the industry group description . 

Information presented in Tables A. I and A.2 is not 
always complete. For example, Boise Cascade (the sev
enth ranked wood-based sales leader in 1978 and 168 of 
the Fortune 500) is said to operate in 17 different in
dustries , 16 of which are wood-based . These 16 wood 
industries represent an estimated 70 percent of Boise Cas-
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cade' s 1978 sales revenues. If such information were 
assumed to be complete and accurate, 30 percent of Boise 
Cascade's 1978 sales would have originated with the com
pany' s one non-wood-based industry, which is listed as 
real ~state. This is simply not the case. Boise Cascade has 
large distribution operations for its wood-based products 
which are not listed in the sources used. The company also 
operates in at least one segment of the chemical industry. 
Another example of incomplete information concerns In
ternational Paper, which is listed as participating in nine 
wood-based industries. In reality, the company has the 
broadest line of paper products of all companies in the 
industry, manufacturing virtually everything except tissue 
(Business Week 1980a). Further problems in developing 
tables such as Table A.1 and A .2 are best exemplified by 
the presumably accurate information received from com
panies that responded to the questionnaire used in this 
study. As Tables A.1 and A .2 indicate, the industries that 
the four responding companies say they operate in is quite 
different from those identified by Dun & Bradstreet and 
Standard & Poor's. For example, in Table A.1, Owens
Illinois is said to produce hardwood veneer and plywood 
(SIC 2435) , and is also said to operate a paper mill (SIC 
2621). When responding to the study's questionnaire, 
Owens-Illinois indicated it does not operate a paper mill, 
while it does produce softwood veneer and plywood (SIC 
2436) - not hardwood. Furthermore, they operate in five 
additional wood-based industries that were not listed in 
the aforementioned readily available sources. Regardless 
of the information problems unique to Tables A. I and 
A.2, the tables do provide the forestry community with an 
appreciation of the diverse nature of firms comprising the 
wood-based industry. They exemplify the difficulties 
inherent in attempting to describe a very complex portion 
of the U.S . economy. 
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Appendix Table A.l. Wood-based industries (4-digit SIC) entered by large U.S. wood-based companies (in strategic groups). 

l Notes: 
• = estimate 

n.e.c . = not elsewhere c lassified 
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• = industry entered by 
company according to 
Dun and Bradstreet, 
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Appendix Table A.2. All industries (2-digit SIC) entered by large U.S. wood-based companies (in strategic groups). 
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Appendix B 

QUESTIONNAIRE AND SUMMARIZED RESPONSES 

This appendix presents key portions of the question
naire that was completed by the nine companies agreeing 
to partic_ipate in the study. Recall that the original sample 
compames totaled 24, 15 of which initially agreed to 
participate. 

The responses to the questionnaire are summarized 
following each question and are divided into two catego
ries, i.e. new diversified entrants (N) and traditional 
wood-based companies (T). The questionnaire is divided 
i~to five major units: corporate strategy, strategic plan
mng, corporate structure, woodlands organization, land 
ownership and land-use. 

Corporate Strategy 

Name ________________ __ 

Position __________________ __ 

1. What is the corporation's overall strategy or mission; 
that is, what type of company is it trying to be? 

In most cases, the mission statement was not as 
well defined as it appears in the corporate annual 
report. An analysis of the strategy statements for all 
24 study group firms is included in the body of this 
report and summarized on Table 12. 

2. Is there something about the wood-based industry that 
makes it different than other business enterprises? 
Yes ____ No. --· If so, please explain, How is 
this difference considered in your firm? 

All nine firms (N4,T5)* responded yes. The re
sponses are summarized as follows: 

*Read: (four new diversified entrants, and five traditional wood-based companies) gave 
this response. 

50 

New diversified entrants: 
• The industry appears highly diversified because 

of the many firms_ involved, but a ''very few large 
concerns wlth bzg land holdings dominate the 
market." 

• The necessity of the renewable forest resource 
which because of its high capital base and re~ 
quirements make it an attractive part of the 
company. 

• Longer time horizon, which means that an 
acceptable discounted cash flow analytical tech
niq~e. doesn't exist. This is a primary tool for 
deczdzng on alternative investment opportunities. 

·Traditional wood-based companies: 
• Major raw material (wood) is, in the long run, 

self-renewing or renewable, but resource plan
ning must involve long time intervals. 

• Long time span for the timber harvesting cycle; 
we use very long planning periods and spend 
large amounts of capital without formal forecasts 
of acceptable reliability on returns. 

• Timberland ownership: growing trees is a long
term game. Current profits from this asset are not 
high in relation to market value. 

• Solid_ wood product-markets are susceptible to 
houszng market cycles. We reduce this impact 
through product development and seeking new 
markets. 

• Use of "government owned" renewable re
sources to produce commodity products. 

• ''With the phenomenon of continuing inflation as 
a constant on the economic environment, the 
wood-based i":dustry, with tree growing a signifi
cantfactor, gzves a continuing inflation hedge to 
an investment in this industry. This concept is 
further enhanced by continuing physical volume 
growth of the natural resource - trees.'' 



3. I~ there a strategy plan for land-use by the corpora
tion? Yes __ No--· If so, is the plan divided by 
geographical location? Yes __ No--· If so, is 
any particular geographical area or land-use being 
stressed? How? 

All nine firms (N4, T5) responded yes to the first 
question. The second question was answered affir
matively by eight companies, the exception being one 
firm (N 1) whose ownership was confined to one area. 
The emphasis was on providing raw material supply 
or fiber to nearby production or conversion facilities. 

4. What is the land-use strategy? Check the statement 
that best describes your firm's land-use strategy. 
( ) maximize overall productive capability of land 

(N3,T2) 
( ) maximize revenue from use of land [Tl]* 
( ) meet production unit requirements (N 1, T3) [N 1] 
( ) long-term highest dollar volume of land [Tl] 

* [ ] = secondary land-use strategy. 

5. What is the role of land in the overall strategy? Check 
the example from each set of statements that best 
describes the role of land in your company's mission. 
Set 1: ( ) Central core of corporate strategy 

( ) Primary importance ( N2, T4) 
( ) Secondary importance (N2, Tl) 
( ) Not important 

Set 2: ( ) Source of raw material (N4, T3) 
( ) Future raw material security (T2) [Nl ,Tl]* 
( ) Raw material less important than other 

roles 
Set 3: ( ) Increasing importance (N2, T4) 

( ) Decreasing importance 
( ) Importance not changing (N2,Tl) 

* [ ] = secondary role 

6. Is the company set up on a strategic business unit 
(SBU) or profit center concept? Yes __ No --· 
If so, what are the centers of profit? Strategic business 
units? 

All nine firms (N4, T5) responded yes. Descrip
tions of the profit centers or SBU' s were highly 
variable. 

7. If the company is organized on a profit center or SBU 
basis, has the company ever eliminated a center be
causeoflow profit? Yes _ _ No-- · If so, please 
describe. 

Most firms had eliminated a center due to low 
profit (N3,T4). Two firms (N1 ,Tl) had not. One firm 
mentioned that the low profit center didn't fit long
range strategic goals. 

8. Is the land or timberland division set up as a profit 
center or SBU? Yes __ No --· If so, does it 
receive any special consideration as related to other 
centers (special profit requirements)? 

Five firms (N3, T2) answered yes. No special con
siderations were given to the timberland profit 
centers. 
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9. What percent of 1978 corporate sales may be at
tributed to the: 
Timber and Wood (N4) range: 1-12% 

Products Group _% (T5) range: 2-95% 
Pulp and Paper (N4) range: 0-17% 

Group _% (T5) range: 0-98% 
Have these percentages changed significantly since 
1978? Yes __ No --· If so, what are they now? 

Three firms responded yes (N2,T1); and two of 
these (N1 ,T1) were significant product mix changes, 
one due to an acquisition, another to poor 1980 mar
ket conditions. 
Does your strategy define what these percentages 
should be? Yes __ No--· 

Two firms (N2) responded yes, the others no. 

10. What goal has your firm established relative to one or 
more of the following: 
a. Timberland controlled? __ (acres) (N2) 
b. Yield in wood volume for mill needs from com

pany timberlands?_% (N3,T1) range: 30-50% 
c. Not formalized __ (x) (N1,T4) 

11 . Pressu~e for short-term profits can seriously impede 
the achievement oflong-range goals.* Is the necessity 
for short-term/long-term trade-offs recognized as a 
major problem at the company? Yes __ No --· 
If not, is it a) because executives are unaware of the 
occurence of such trade-offs, or b) because they 
already have sufficient controls on them? 

Six firms (N3, T3) responded yes. Of the three no 
responses (N 1, T2) both T' s believed sufficient con
trols on these trade-offs existed. 

*Banks, R.L. and S .C. Wheelwright. 1979. Operations vs. strategy: trading tomorrow for 
today . Harvard Business Review (May-June, 1979) 57(3): 112-120. 

12. Do the control mechanisms used by top-level manage
ment adequately consider short-term/long-term trade
offs? E.g ., [(Tl) non-response] 
• Are goals realistic? Yes __ No --· Yes: 

(N4,T4) 
• Do peformance measures consider long-range 

strategic considerations? Yes __ No--· 
Yes: (N3 ,T4); No: (N1) 

• Are lower-level managers knowledgeable about 
long-term corporate goals and how they contrib
ute to the achievement of those goals? Yes __ 
No --· Yes: (N3,T4); No: (N2) 

• Are plans reviewed frequently enough? Yes 
__ No--· Yes: (N4,T4) 

• Are organization and staffing changes imple
mented when required by strategic consider
ations? Yes __ No __ Yes: (N4,T4) 

13. Please list all industries that the firm operates in by 
Standard Industrial Classification (SIC) 4-digit code. 
(Note: This information will be used to verify and 
expand on publicly available information, thus will 
not be treated confidentially.) 

Five firms ( N2, T3) furnished useable responses to 



this question. Information was used to check against 
the tables in Appendix B . 

Strategic Planning 

Name ________ _ 

Position ----------

14. How is the company set up for planning? Is there ~ny 
special centralized plan~i~~ or strate~y. group which 
is charged with responsibility of decidmg upon and 
defining corporate strategy? Yes __ No--· If 
so, please describe the group . E .~ .. ~~mber of person
nel, their functions, and responsiblhtles . 

Six of the firms (N3, T3) had special strategic 
planning groups . The three that did not (N 1, T2) in1i
cated that top level management committees consid
ered corporate strategies. 

15. If a special group for strategy planning exists, when 
was it formed? 

(N3): 1960, 1965, 1973 
(T3): 1960, 1975, relatively new 

16. Are strategic plans generated by 
( ) line management (N2 , T3) 
( ) planning staff 

(N2 , T2) indicated both worked as a team to gen-
erate strategic plans 

Are operating plans generated by 
( ) line management (N4,T5) 
( ) planning staff 

17 . Does your firm make a distinction between long
range planning and strategic planning? Yes --No 
--· If so , how? 

Four firms (N3 , Tl) answered yes .* 
• Long-range plan is more financially oriented. 
• Strategic plans are made for five years, and are 

prepared and updated regularly . Longer range 
planning concepts, i.e. forest management, are 
modified at longer intervals . 

*(T 1) did not answer question numbers 17, 18. 19, 20. 

18 . What is your definition of a long-range planning hori
zon? I.e . at what point in time does a plan ~hange from 
either an operational , short-!erm, . or mid-term per
spective to a long-range consideratiOn? 
(N2 ,T2) : Beyond 5 years .* . 
(Nl): 3 to 30 years, depending on the busmess 

segment. . 
(N1 ): Operational planning is annual, strate?lC 

planning covers five years . A two-year capl_tal 
plan is developed to go from annual operatmg 
to the strategic plan. 

(Tl ): Three to 15 years . 
(Tl ): More than one year. 

*(Tl ) did not answer question numbers 17, 18, 19, 20. 
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19. What is the actual time horizon used by your firm in 
formulating long-range plans? 
(N1 ,Tl ): Five years .* 
(Nl): JOyears. 
(Nl): Most groups conceptualize out 10 to 12 years. 

Forest management is specific on strategies to 
20 years and actually plans 35 + years ahead. 

(N1) : Formal corporate plans three years; division 
plans at least 5 years, and up to 50 years for 
woodlands. 

(TI ): Five years general strategic, 35 + years for 
timberlands. 

(Tl ): Two to 5 years. 
(T1 ): Three to 5 years. 

*(Tl ) did not answer question numbers 17, 18, 19, 20. 

20. What is the shortest amount of time that would meet 
your definition of a long-range planning horizon? 
(N2 ,Tl) : Fiveyears .* 
(N1) : Threeto30 years. 
(Nl) : JOyears . 
(T2) : Three years. 
(Tl) : Twoyears . 

*(T 1) did not answer question numbers 17, 18, 19, 20. 

21 . Which of the following objectives are quantified in 
long-range or strategic plans? 
( ) Sales (N4,T3). 
( ) Profit margin (N4,T3 ). 
( ) Return on investment (N4, T3) . 
( ) Market share (N4,T2). 
Others?* 
(N2 ,T2): Capital spending. 
(Nl,Tl): Cashflow. 
(N2) : Asset turns or changes . 
(N2) : Return on sales . 

*In addition to those listed, the following were quanti
fied by at least one firm in strategic plans: operating 
expenses, financing sources, programs, investment 
base, and products . 

22. How often are strategic or long-range plans reviewed 
or revised? 
(N2,T3) : Annually. 
(N 1 ): Anually for corporate plan, more often at divi-

sion level . 
(N 1): Every two years. 
(T1 ): Semi-annually . 
(T1 ): Unspecified, new process recently installed. 

23. Which of the following decision areas are considered 
in long-range or strategic plans? 
( ) Capital spending (N4, T5) 
( ) Expansion (N4, T5) 
( ) Sales forecasting (N4 , T5) 
( ) Cash requirements (N4,T5) 
( ) Policy formulations (N3, T4) 
( ) Investment planning (N3, T4) 
( ) Supply/demand projections (N4,T5) 
( ) Diversifications (N4,T5) 



( ) Management personnel needs (N4, T3) 
( ) Research and development (N3,T2) 
( ) Distribution and expenses, including sales pro-

motion (N3 , T3) 
( ) Production planning (N4, T3) 
( ) Technological forecasting (N3, T3) 
( ) Product life cycles (N3 , T3) 
( ) Raw material supply & procurement (N4,T5) 
( ) Land-use (N4 ,T3) 
( ) Implementation of strategic plans (N4 ,T3) 
( ) New product development (N4 , T3) 
( ) Organizational structure (N4 ,TI) 

24. Which of the following areas does your firm perceive 
as benefits to be derived from long-range or strategic 
planning? 
( ) Able to explore more alternatives (N3,T5) 
( ) More efficient planning (N3, T3) 
( ) Better quality decision making (N4, T5) 
( ) Faster decision making (N2 , TI) 
( ) More timely information (N2,T2) 
( ) Better understanding of the business process 

(N3 ,T4) 
( ) More accurate forecasts (N I, TI) 
( ) Cost savings (N2 , T I) 
( ) Management development (broadened view) 

(N4 ,T4) 
( ) Improved communications (N4, T5) 
( ) Others? 
() Motivator(NI) 

25. In which of the following areas has your firm ex peri-
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enced difficulties with its long-range or strategic plan
ning efforts? 
( ) Difficulties in obtaining useful forecasting input 

data (NI ,T5) [Nl]* 
( ) Communications between top management and 

lower levels (N I, T2) 
() Credibilityofoutput(N3,T2) 
( ) Staffing (T I) 
( ) Top management's interest (NI ,Tl) 
( ) Coordination of planning efforts (N I , T2) 
( ) Plan tends to be used as an operating document 

(NI ,Tl) . 
( ) No problem (Nl) 
( ) Changing objectives and goals (N I) 

*This firm indicated no problem, but thought lack of 
useful forecasting input was worth mentioning. 

26. Which of the following environmental factors are 
contained in long-range or strategic plans? 
( ) Social climate (N2 , T I) 
( ) Political developments (N I, T I) 
( ) Competitive factors (N4, T5) 
( ) Population trends (N4 ,T3) 
( ) Technological developments (N3,T4) 
( ) Regulatory developments (N3, T5) 

27 . Does your firm subscribe to a national econometric 
forecasting service? Yes __ No--· If so, are 
the forecasts used as input to the planning process? 

All nine firms (N4, T5) responded yes . Two firms 
(N2) said that this type of information was modified 
by corporate judgments before being used in the 
planning process. 



28. Please indicate the relative importance to your firm's planning efforts of the following planning issues by checking 
one of the four indicated degrees of' 'important'' in the provided space to the right of each of eight key planning 
issues. 

Most Very Not 
Issue Description of issue important important Important important* 

Analysis and The value of formalized data bases ( ) ( ) ( ) ( ) 
information and statistical analyses versus the [N2,T1] [N1 ,Tl] [T1} 

importance of creativity and the 
evils of stereotyped planning 
reports. 

Assessing strengths Importance of building on current ( ) ( ) ( ) ( ) 
and weaknesses strengths versus opportunity to be [N2] [N1,T4] 

creative and innovative. 

Non-financial Focus on financial performance ( ) ( ) ( ) ( ) 
objectives measures versus emphasis on other [N2,T2] [N1,T2] 

intrinsic objectives such as social 
responsibility. 

Role of chief Chief executive as a 'decider' or as ( ) ( ) ( ) ( ) 
executive a facilitator and motivator of [N2,T2] [Nl] [T1} [Tl] 

planning and strategic decision 
making. 

The time dimension The 'proper' time span for plans ( ) ( ) ( ) ( ) 
and the planning process- e.g. [N1,Tl} [N1,T2] [N1,Tl] 
annual vs continuous. 

Creativity The degree to which the fostering ( ) ( ) ( ) ( ) 
of creativity is a part of planning. [N3} [T4] 

Role of planning Staff as 'recommenders' of ( ) ( ) ( ) ( ) 
staff strategy or as managers of the [N1] [Nl] [N1,T3] [Tl] 

planning process. 

Constraints and The degree to which a planning ( ) ( ) ( ) ( ) 
unsolved problems approach may be inappropriate for [N1] [Nl} [N1,T3] 

a particular firm because of special 
needs, unresolved problems , etc. 

*(N1) did not respond, as the subsidiary did not want to respond for the corporation. (Tl) did not respond; new 
planning process, and response would vary by division. 

*(TI)didnotanswerquestionnumbers 17 , 18,19,20. 

Corporate Structure 

Name _______________ __ 

Position __________________ _ 

29. How is the company set up to handle decision making 
and operations? Check the structure that best de
scribes your firm. 
( ) Product division (N2, T5) 
( ) Geographical division [N1 ,Tl]* 
( ) Functional division (N2)** 
( ) Matrix [N2]* 
( ) Other? Please describe. 

*Portions of the business organized along these lines. 
**Wood-based subsidiaries only. The implication is that 

all nine firms are organized on product divisions, 
with subsidiaries often functionally organized. 
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30. How long has the corporate structure had this form? 
How was the corporation structured prior to this set 
up? 
(N2): Fairly recent. 
(N2): More than 10 years. 
(T2): 10 years. 
(T1 ): More than 25 years. 
(Tl ): Three years. 
(Tl ): Decentralized six years ago. 

31. How has this structure been functioning? 
(N2,Tl): Very well. 
(T3): Well. 
(Nl ,Tl ): Ok, good. 
(Nl ): Not as well as it might (matrix). 

What are the advantages? 
New diversified entrants with product divisions , some 
with geographical, functional, and matrix attributes: 



• Functional managers are experts, and can fully 
use their experience in their operations. 

• Expertise is concentrated in specific areas. 
• International division knows the ins and outs of 

operating in foreign countries. 
• Allows focus on different issues and reduces 

duplication. 

Traditional wood-based companies, all with product 
divisions: 
• Decentralization results in faster response time to 

changing situations and more responsibility at 
lower levels. 

• Profit and asset management responsibility and 
accountability are most clearly defined. 

• Entrepreneur-type motivation for profit center 
managers. 

• Decentralized motivation to achieve improved 
results. 

• Product division managers are visible and aware 
of their units in the overall context of company 
affairs. 

• Product divisions parallel market patterns. 

What are the disadvantages? 
New diversified entrants with product divisions, some 
with geographical,Junctional, and matrix attributes: 
• Some confusion. 
• Sometimes a tendency to have a limited perspec

tive of the total company and a limited under
standing of the other functions and how they 
interrelate. 

• Doesn't allow full interchange of information and 
understanding among the managers below the 
group level. 

• Paper and wood products are world-wide com
modities and need to be managed as such. Inter
national division lacks in-depth knowledge of the 
paper business. 

Traditional wood-based companies, all with product 
divisions: 
• Slight non-coherency between operating com

panies. 
• Minor difficulty in applying best professional 

staff skills to problems and opportunities. 
• Inter-group communications. 
• High visibility of product division managers tends 

to produce short-term decision focus. 
• Some problems in applying corporate staff efforts 

to jealous profit center manager's operations . 
• Product (as opposed to geographic) divisions 

stretch manager's span-of-control to some 
extent. 

32. Has (or would) the organizational structure superim
posed over the company's wood-based business by its 
capture into a larger firm by merger affect the opera
tion of its wood-based business? Yes __ No--· 
If so, how? 

One firm (T1), responded: Who knows? The 
remainder were split evenly, with four yes responses 
(N2,T2). 
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New diversified entrants: 
• It would depend on the organizational structure 

imposed, its rigidity, and how it would be put into 
operation. 

• There are possible advantages and disadvan
tages. An advantage might be that the merging 
firm has captive markets for its other products, 
and complementary wood-based products put 
into these existing markets might mean that mills 
could be operated at higher rates (horizontal inte
gration). A disadvantage might be that the com
pany might not be dedicated to forest products, 
which is a capital intensive business and would 
mean fewer dollars for the merged operation. 

Traditional wood-based companies: 
• It might possibly be more difficult to make quick 

decisions on large-capital land or timber 
acquisitions. 

• The large merging firm might want to liquidate 
timber more rapidly. 

• Any effect would depend on the character of the 
larger firm. Successful utilization of the wood
based resource is highly dependent on an in
depth understanding of the nature of the wood! 
forest products business by top policy setting 
management. 

33. Is there an individual at the top corporate management 
level who really understands: 

a) the wood-based business (processing and mar
keting)? 
Yes: (N2,T5) No: (Nl)* 

What is this individual's position? 
(N1 ,T1 ): Executive vice president. 
(N1,Tl): Chairman;president. 
(Tl ): Chief executive officer, president, and 
others. 
(T1 ): Chief executive officer. 
(Tl ): Unspecified. 

b) The business of forestry (input to wood-based 
processes and markets)? 
Yes: (N2,T5) No: (N1 )** 

What is the individual's position? 
( N 1): Chair man and chief executive officer. 
(N 1 ): Chairman; president. 
(T1 ): Chairman and president. 
(Tl ): Chief executive officer. 
(Tl ): President; chief executive officer, and 
others. 
(Tl ): Executive vice president. 
(T1 ): Unspecified. 

*One new diversified entrant's response was strictly within the subsidiary's viewpoint 
and is not tallied. However, this company 's chief executive was a top level executive 
with one of the major wood-based companies and presumably would know the wood 
business and forestry. 

**This firm indicated that several of the top level executives that review strategies have had 
extensive visits and on-the-ground orientations. 



Woodlands Organization 

Name ________________ __ 

Position __________________ __ 

34. What are the objectives of your woodlands 
organization? 

a . Primary objective? 
(N3,T4): Provide timber or wood supply for 
mills. 
(N1 ): Operate as profit center. 
(T1 ): Maximize timberlands' economic pro
ductivity . 

b. Secondary objective? 
(N3 ): Provide or optimize financial returns. 
(N 1 ): Provide fiber for mills. 
(T4 ): Optimize land productivity. 
(T 1 ): Future wood supply. 

35. What is the organizational structure of your wood-
lands organization? How many personnel? ____ _ 
What are their functions and responsibilities? (Please 
furnish organization chart if one is available.) 
(N2): Furnished charts, were functionally orga

nized. Personnel: 25;300. 
(N1 ): Personnel: 100. 
(N1 ): Geographical and functional organization. 

Personnel: not given. 
(T2): Geographical and functional. Personnel: 

621;800. 
(T2): Functional. Personnel: 80 salaried; 204 (fur

nished chart). 
(T1 ): No response. 

36. What major changes have occurred in your woodlands 
organizational structure during the past ten years? 
(N3 ): Combined forest management and wood pro

curement activities. 
(N1 ,T2): Established as a profit center. 
(T1 ): Decentralized from headquarters to regional 

control. 
(Tl): Expanded due to mill expansion and need for 

more wood; and increased competition for 
wood. 

(Tl): None. 

37. What percent of your firm's total mill wood require
ment is presently being met from company timber-
lands? _____ % 
(N4,T2): 30 to 35 percent (Tl ): 46 percent 
(Tl): 12 percent (T1 ): no response 

What percent of your firm's total mill wood require
ment could be met from company timberlands? 
__ % 

All answers were from 50 to 100 percent. 

What is your percent of timber self-sufficiency from: 
Fee-owned lands _____ %. Most all . 
All lands under control _____ %. None of the 

firms rely heavily on leases. 
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38. What percent of the wood cut on company timber
lands is marketed outside the company? Sawlog 
__% Pulpwood ____ % 
(N2): 3 to 10 percent (N1 ,T4): negligible 
(N 1): 2 7 percent (T 1): no response 

39. In forest resource management planning does the firm 
use a computerized forest regulation model? E.g. 
Timber RAM, ForPlan, etc. Please describe the ob
jectives and parameters of the model. 
(N2,T3 ): Harvest scheduling based on timber inven
tory and growth. 
(N1 ): Economic maximization and mill fiber balance 

model. 
(N 1 ): One under development with corporate opera

tions research department. 
(T2): None. 

How far into the future do plans based on this model 
extend? 
How many years? __ __ 
(N2,T2): 35 to 40 years. 
(N1 ): 40 to 50 years on economics, no limit on fiber 

projections. 

How many rotation ages ( ___ ) of ( ) species 
with a single rotation age of( ___ ) years? 
(N1 ,Tl): Southern pine, one rotation of 35 years. 
(Nl) : Southern pine, two rotations of 35 years . 
(N1): 10 periods, limited only by growth projection 

formulas; developing own yield tables . 
(Tl): 40 years . 

40. What percent of your woodlands organization budget 
is allocated to the following? 

Management & 
Operational Activities 

Capital Improvements 
Public Relations 
Research and/or 

Development 
Administrative Expenses 
& Salaries 

Other 

At Present 10 years ago 

____ % _____ % 

100% 100% 
Note: If this budget breakdown does not accommo
date your accounting format, please feel free to substi
tute headings. 
(N4,T2): gave good responses. Only (N1 ,T2) gave 
"10 years ago" information. Only change was (Tl) 
increased capital improvements from 5 to 15 percent. 
(Tl): Didn't give any numbers, but said capital im
provements now received more emphasis. 
Highlights: 
Management and operational activities: (N2): 35-40 
percent; (N2): 55-60 percent; (T2): 75-80 percent. 
Capital improvements: (N 1, T2 ): 15 percent; (N 1 ): 25 
percent; (N2): 45-55 percent. 
Public relations: (N1 ,T2): 1 percent. 
Research and/or development: (Nl,T1): I percent; 



(N2): 3-5 percent; (T1): 5 percent. 
Administrative expenses and salaries: (N 1): 24 per
cent; (N2): 10 percent; (T2): 2-5 percent. 
Other: (N1 ): 20 percent. 

Land Ownership and Land-Use 

Name ________________ __ 

Position __________________ __ 

41. What is the total acreage of land currently owned and 
leased in the land currently owned and leased in the 
United States? 

Northeast 
Southeast 
Lake States 
Northwest 
Other 

Acreage owned Acrease leased 

Note: This information will be used to verify and 
expand on publicly available information, thus will 
not be treated confidentially. 

Responses agreed with what is available from 
other sources, with one minor exception noted in the 
body of this report. 

42. What is the total acreage of land currently owned and 
leased in Canada and other foreign countries? 

Canada Other (name) 
Acreage owned ( ) 
Acreage leased ( ) 
Note: This information will be used to verify and 
expand on publicly available information, thus will 
not be treated confidentially. 

Responses agreed with what is available from 
other sources, and are incorporated into Table 5. 

43. Indicate with a check mark what change, if any, your 
firm anticipates in timberland owned or leased. 

Owned Next year Next 10 years 

Increase (N2,T5) (N2,T5) 
Decrease 
No change 

Leased 

Increase 
Decrease 
No change 

(Nl) 

Next year 
(T3) 

(N1 ,T1) 

(N1) 

Next 10 years 

(T3) 
(Tl) 
(N1) 

44. What were the historical reasons for your firm becom
ing involved in the ownership of timberlands? 
(N4,T2): Secure wood supply or support for mills. 
(T2): Came with acquisition of mill. 
(T1 ): "To play the paper game in the big leagues, 

one needs a reasonable timberland base.' ' 

45. What are the bases used for evaluating whether or not 
a particular tract of forest land should be purchased? 
(N1 ): Discounted cash flow rate; long term fiber 
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balance to mills; other values (mineral, high 
value land). 

(N1 ): Discounted cash flow of internal rate of return 
and net present value. 

(N 1 ): Present timber volume and future growth 
potential; estimated future timber value. 

(N 1 ): Prioritized as follows: 1) timber stand and 
type, 2) site productivity, 3) location, 4) price. 

(T1 ): Prioritized as follows: 1) timber cruise and site 
index evaluations with current market values 
appraised, 2) proximity to mill and to nearby 
owned or managed tracts, 3) age and maturity 
of timber stand, relative to planning model 
needs, 4) evaluation of the impact of a compet
itor's acquiring the tract, over the long-term 

(T1): 

(T1 ): 
(T1): 
(T1): 

wood supply picture. 
Economic return, location, stocking (gap), 
productivity. 
Location, stocking, site, cost. 
Strategic importance; return on investment. 
"We need wood today, and will need more 
wood tomorrow.' ' 

46. What is the acreage, year initiated, and amount in
vested in forestland management activities? 

New diversified entrants (N4): In 1979, the four 
responding companies spent an average of $2 .47 per 
acre for commercial timber growing. 

Traditional wood-based companies (T3 ): In 
1979, the three responding companies spent an aver
age of$2 .24 per acre for commercial timber growing. 

(Additional detailed responses to this question 
may befound in O'Laughlin, 1980.) 

4 7. Where are the land-use activities listed in question 46 
planned? 
(N1 ,T3 ): Woodland operations level. 
(N2): Land and timber division or forestry field 

office. 
(N1 ): Forest division. 
(T1 ): Regional headquarters. 
(T1): No response. 

48. Where are decisions regarding the land-use activities 
listed in question 46 made? 
(N2,T1 ): Woodlands operations level. 
(N1 ,T1 ): Forest division level. 
(N1 ,T1 ): Division level, senior management or cor
porate headquarters for more important [more capi
tal] decisions. 
(T1): Corporate headquarters. 

49. What specific criteria are used to decide on the land
use activities listed in question 46? 
( ) Return on capital __ % (N2,T2)* 
( ) Internal rate of return __ % (T4)** 
( ) Total dollars to be invested (N1 ,T1) 
( ) Net present value of discounted future cash flows 

(N2,T2) 
( ) Others? 
( ) Present and future requirements (T 1) 
(T 1 ): "We sell off or develop the extremely high 



value land, and grow trees on the rest - it's 
just that simple.'' 

*(N 1) said rate of return is not totally restrictive, how
ever, because wood fiber is a necessity to supply man
ufacturing operations. They take advantage of the 
opportunity to add value to the basic raw material . 
(Tl) Specified rate of 15 percent. 
(Tl) Specified rate of25 percent, before interest and 
taxes . 

**(T1) Specified rate of 10 percent. 
(T 1) Specified rate of 15 percent. 
(Tl) Specified rate of 25 percent, before interest and 
taxes . 

Glossary 

Acquisition . The purchase of one company by another, 
whereby the purchased company is swallowed up into 
the purchasing company. Will be used synonymously 
with merger . 1 

Affiliate . A company related to another by virtue of own
ership , usually less than a 50 percent ownership . Con
trast with subsidiary, where ownership exceeds 50 
percent. See also joint venture . 

Affiliated company. Davidson (1974 , p. 7): "Said of a 
company controlling or controlled by another 
company.' ' 

Authority . Power is invested from some source and is 
exercised through individuals , groups, or organiza
tions (Davis 1976, p. 159) . 

Charter. Davidson (1974 , p. 13): "Document issued by a 
state government authorizing the creation of a 
corporation ." 

Collusion. Cooperative action that affects prices (Dewey 
1979, p. 588) . 

Commercial forest land. Land both available and suitable 
for growing continuous crops of sawlogs or other in
dustrial timber products (USDA Forest Service 1973, 
p. 8). 

Company . A number of persons united or incorporated for 
joint action , especially business. Used synonymously 
with firm. 

Competition. Competition in an industry is rooted in five 
basic forces: customers, suppliers , potential entrants, 
substitute products , and established firms in the in
dustry (Porter 1979) . 

Conglomerate (verb) . To bring together into a cohering 
mass; to collect or cluster together. 

Conglomerate firm (company or corporation). A firm 
that has achieved substantial growth by conglomerate 
merger, enough so that it no longer has any readily 
identifiable major line of business it is associated 
with . To be distinguished from the diversified firm . 

Conglomerate merger. See merger classifications. 

'Bold type indicates another tenn defined in the Glossary . 

Consolidation. A special merger where both companies 
form a single entity and both lose their former identi
ties (Enk 1975, p. 28). 

Corporation. Davidson (1974 , p. 16): " A legal entity 
authorized by a state to operate under the rules of the 
entity's charter." Used synonymously with firm and 
company . 

Diversified firm (company or corporation). A firm that 
has achieved substantial growth by conglomerate 
merger, but not enough to lose its identity as asso
ciated with its major line of business. To be distin
guished from the conglomerate firm . 

Diversification . Koch (1974, p . 207): " Diversification is 
the combination or merger of one firm with one or 
more other firms that are either at different stages in 
the same productive process or in totally different pro
ductive processes ." 

Division (of a corporation) . An organizational subunit, 
usually delineated by like product classifications in 
the modern diversified firm. 

Financial performance measurements. Forbes (1980a): 
Return on stockholder' s equity. Companies obtain 
their capital from two sources: stockholders and credi
tors . Return on stockholders ' equity is the percentage 
return on the stockholders ' portion of the capital. 
Return on total capital. This figure is a "basic" mea
sure of an enterprise's profitability . It is the percent
age return on a combination of stockholders' equity 
(both common and preferred) plus capital from long
term debt. The profit figure used in this computation is 
the sum of net income; in other words, income before 
charges (which means, primarily, interest payments 
on long-term debt) relating to the nonequity portion of 
the capital. 
Net profit margin . This measure gives a view of 
profits different from either of the preceding two. Cal
culated by dividing net profits for the latest 12 months 
by net sales, it reveals what percentage of each dollar 
of revenue is available for payment of dividends and 
reinvestment in the business . 

Firm. Synonymous with company. 
Goal. A specific, time-based point of measurement that 

the organization intends to meet in the pursuit of its 
objectives (Holloway and King 1979) . 

Growth performance measurements. Forbes (1980a): 
Sales growth . To even out short-run distortions caused 
by very poor or very good years , we reach back over 
ten years to measure five-year sales growth. We com
pare average sales for the company's most recent five 
years against the average for the preceding five years 
and express the change in terms of a five-year com
pound annual growth rate . 
Earnings-per-share growth . As with sales growth, we 
go back ten years to calculate the five-year rate of 
earnings-per-share growth . 

Holding company. Davidson (1974 , p. 27): ''A company 
that confines its activities to owning stock in , and 
supervising management of other companies. Usually 
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owns a controlling interest in the company whose 
stock it holds. ' ' 

Horizontal merger. See merger classifications . 

Influence. The capacity or power of persons or things to 
produce effects on others by intangible or indirect 
means (Davis 1976, p. 159) . 

Joint venture. Synonymous with affiliate . Usually two 
companies, each with 50 percent ownership in an 
enterprise. 

Large merger. Merger involving an exchange of assets in 
excess of $10 million . Defined by the Federal Trade 
Commission. 

Market. Where and when the buyers and sellers of a com
modity set the terms of the sale or exchange of assets. 

Market structure. The economically significant features 
of a market which affect the behavior of firms in the 
industry supplying the market. Main elements are: 
seller concentration, product differentiation , barriers 
to the entry of new firms, buyer concentration, height 
of fixed costs, growth rate of market demand (Caves 
1977). See also structure, industry. 

Merger. The act of combining two or more companies 
into a single entity . 

Merger classifications . The Federal Trade Commission 
classifies mergers in the following groups (Blumberg 
1975, p. 73; Mueller 1970, p . 79): 
(1) Horizontal: combination of companies making 

the same or closely related products in the same 
market; e .g. two pulp mills in Green Bay, 
Wisconsin. 

(2) Vertical: a combination of companies with a 
buyer-seller relationship: e.g. a pulp mill and a 
paper maker. 

(3) Conglomerate: a residual classification further 
subdivided into: 
a) Conglomerate market-extension: a combina

tion of companies making the same or Closely 
related products for sale in different (vertical) 
geographical markets; e.g . a fine paper dis
tributor in Chicago and a fine paper distributor 
in Minneapolis . 

b) Conglomerate product extension: a combina
tion of companies making products which do 
not compete, but which are related in produc
tion or distribution; e.g . a fine paper manufac
turer and a newsprint manufacturer. 

c) Other conglomerate: where the companies 
lack any buyer-seller relationships and their 
products are not functionally related; e.g . a 
paper mill and a manufacturer of gasoline 
additives . 

Mission. A statement of what an organization is , why it 
exists , and the unique contribution it can make (Hollo
way and King 1979) . 

New diversified entrant to the wood-based industry. A 
company entering the wood-based industry after 
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1949, and whose wood-based sales revenues are less 
than half of its total revenues. 

Objectives . A desired or needed result to be achieved in 
the long-run future (Holloway and King 1979). 

Policy. A slippery concept which sometimes means strat
egy , objectives , or mission and sometimes means all 
three (Holloway and King 1979). 

Profit Center. Davidson (1974, p. 39): " A segment of a 
business responsible for its own revenues and 
expenses. '' 

Profitability measurements . See financial performance 
measurements . 

Return on stockholders' equity , total capital. See finan
cial performance measurements . 

Strategic Business Unit (SBU). An SBU is subject to defi
nition by a top management group in the company 
that must continually define the SBU's boundaries . 
An SBU is to be a relatively independent business 
mission (i.e . independent of other SBU's) with a 
clearly defined set of competitors and the capacity to 
measure profit and loss. The criteria are fuzzy and 
require continual updating of the SBU's charter 
(Galbraith and Nathanson 1978, p . 132). An SBU is a 
profit center, but a profit center isn't necessarily an 
SBU; an SBU may have many profit centers . 

Strategic group . A group of companies populating an 
industry that have highly symmetrical corporate strat
egies (Newman 1978) . 

Strategic planning. The process of positioning an organi
zation so that it can prosper in the future (Holloway 
and King 1979) . 

Strategy. A set of decision rules and guidelines to assist 
orderly progression toward an organization 's objec
tives (Holloway and King 1979) . 

Structure, industry. A set of fundamental economic and 
technical characteristics that gives rise to the forces 
that shape competition in an industry (Porter 1979, p. 
138) . 

Structure, organization. The design of the organization 
through which the enterprise is administered 
(Chandler 1962). 

Subsidiary. Davidson (1974, p. 48): "Said of a company 
more than 50 percent of whose voting stock is owned 
by another." Contrast with affiliate, whose owner
ship is less than 50 percent. 

Timberland. See commercial forest land. 

Traditional wood-based company. A company m the 
wood-based industry prior to 1949. 

Vertical merger. See merger classifications . 

Wood-based industry . An aggregate of U.S. Dept. of 
Commerce, Bureau of Census' Standard Industrial 
Classification for Lumber and Lumber Products In
dustry (SIC code group 24), Paper and Pulp Products 
Industry (SIC code group 26), and wood-based por
tions of the Furiture Industry (SIC code group 25). 
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