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Center Members Rank
Project Preferences

Members of the Center for Forest Products Marketing
expressed their preferences for future market studies
in a questionnaire distributed during the Board of
Directors meeting in Blacksburg on September 2-3.
The highest rated studies included the annual tracking
studies of wood and wood-based materials used in the
pallet and container industry, the cabinet industry,
and in the wood furniture industry. Another highly
ranked proposed study would survey American
households annually to determine their use of wood
and their environmental concerns.

The members present at the meeting suggested
proposals be developed to fund studies that would:

* Determine the opportunities for clear and finger
jointed southern pine lumber in markets such as
mouldings, millwork, door and window parts;

* Determine market size for hardwood lumber (by
grade, species, and other attributes) sold by home
center retailers to various customer groups;

* Track the wood flooring industry and its material
needs;

* Develop a better understanding of marketing of
wood products to state highway departments; and,

* Determine the extent to which the relationship
between forest products producers and wholesalers
is a partnership or is adversarial.

Center faculty members offered develop a research
priority questionnaire to better delineate members’
needs. The new research ideas proposed at the

see Projects, page 3

Market Overview
by Jack Muench

There is a Chinese curse that says, "May you live in
interesting times.” The idea is that "interesting times”"
present challenges that few can survive without losses
of some kind to their fortunes.

It is easy to think that our economy is now in one of
those somewhat familiar economic cycles that we have
experienced every 3-8 years or so in the past. Those
cycles could generally be attributed to inventory
corrections or monetary policy adjustments. With
manufacturing and business inventories now at low
levels and monetary policies trying to pump up the
economy, we would normally at this phase in the cycle
be looking for a recovery to be proceeding at a brisk
pace.

But these are "interesting times.” There has been a
convergence of trends and events that are beyond the
power of either the public sector economic authorities
or private sector businesses to deal with using normal
remedies. Business people cannot passively await a
normal recovery. Their success will require managers
to more aggressively analyze their competitive
situations using the best information available from a
wider variety of sources than used in the past and
making appropriate adjustments in their production
and marketing activities. Of course, we believe
information from the Center for Forest Products
Marketing can contribute to that effort.

There is not space here to discuss in depth the
converging trends and shocks to the national and werld
economies that make these "interesting times." But
the informed and thoughtful reader can put together a
list of them and speculate not only on the impact on
his business of each item individually but also on their
synergism.

see Markets, page 2
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Such a list might include:

*

The high levels of debt in the U.S. among
households, businesses and the state and federal
governments;

The surplus of construction in commercial, office
and rental properties;

An age structure in the U.S. population that now
favors saving over consumption and a changing mix
of housing demand;

Increasing concern about the environment;

Changes in financial institutions that render the
usual monetary policy actions less effective;

A greater sensitivity to the economic policies of
other countries because of the increasing integration
of the world’s economy;

Adjustments in government and business
investment, spending and employment patterns
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consumer willingness to spend, particularly because of
the uncertain employment and income outlook, is
affecting the rate of recovery. This is important for the
forest products industry because most of its products
are used in the production of durable goods, the
purchase of which can be deferred when there is
uncertainty in a household’s economic situation.

With the effectiveness of the usual fiscal and monetary
policy remedies (deficit spending and easy money)
being limited at this time, the dampening effects of the
other factors listed on economic growth will only be
worked off over time. For instance, excess debt (except
for the federal debt -- can politicians be trusted?) and
over-building will be gradually worked down and more
normal household spending and building patterns will
resume.

Consider, for example, the recent record of home
building in 1992. The seasonally adjusted annual rate
for the first eight months was only 1.20 million units.
This does not compare well with the 1.49 million unit
average annual start rate for the decade of the 1980s,
a period which included the post-war record lows of
1981-82. But when the data are broken out to
separate singlefamily and multi-family starts, a
different picture can be formed and the depressing
burden of apartment over-building on 1992’s numbers
can be seen.

In the decade of the 1980s apartments accounted for 34
percent of total housing starts. That share was not
very different from the multi-family share of the
1970’s. But in the first eight months of 1992 they

see Markets, page 3



