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Preface

My interest in the roundwood market and in research connected with
it arose soon after World War I1. At the time | was a forest officer of a
district forestry board and I had opportunities to follow closely the control
of this market. New experiences were gained in 1952—54 when, as head
of the office for research and statistics at the Central Forestry Association
Tapio, I was entrusted with the task of surveying the development of the
Finnish roundwood market. As Secretary to the Committee of Forestry
Statistics I had the opportunity in 1954 to start the survey of private
forestry, which provided one of the most important empirical sources for
the present investigation.

In this study an effort is made to throw light upon the structural
features and technical problems of the market. Such an approach may be
justified by theé fact that the roundwood market has been but little the
object of systematic research. Later, I hope to pursue the problem of round-
wood pricing and price formation.

It would have been impossible to collect the material for this investi-
gation without the generous cooperation of many organizations and indi-
viduals. I would like to mention especially the Finnish State Board of
Forestry, Central Forestry Associations Tapio and Skogskultur, District
Forestry Boards, Forest Management Associations and their leagues,
Central Association of the Finnish Woodworking Industries (including a
number of its member companies) and the Forest Council of the Agricult-
ural Producers. Dr. h.c. JARL LINDFORS, Dr. ANTERO PiHA, Professor V.
PONTYNEN, Mr. VAINO POYHONEN, a number of forest executives and
district forest officers of private companies as well as many forest officers
engaged in private forestry organizations have given me valuable informa-
tion about their various special problems.

When collecting material in Norway in 1954 and 1959 I had especially
valuable discussions with Professor FRriTS JORGENSEN (the Norwegian
Agricultural College), Mr. EyviND WistH, Mr. ERLING MYKLAND and Mr.
HARALD SELLAEG (Ministry of Agriculture, Department of Forestry), Mr.
[vAR AAVATSMARK, Mr. WiLHELM ELsrRUD and Mr. MATHIS KLEPPEN (The



Norwegian Forest Owners’ Association), Mr. WILHELM MATHESON and Mr.
HELGE LorTHus (Organizations of Norwegian Forest Industries), and Mr.
ARrRNE AASETH (Central Statistical Office).

My work in Sweden in 1954 and 1960 was made especially rewarding
through the kind help of Mr. H. SORENSEN RiNGI and Mr. B. RubHOLM
(The Board of Crown Lands and Forests), Mr. Eric A. LINDH, Mr. SOLVE
THuLIN and Mr. ErRik KLEVENFELDT (Central Association of Swedish
Forest Owners’ Associations), Mr. NiLs SILVEN (Royal Board of Private
Forestry), and a number of officers in the organization of private forestry
and forest industries.

The computation of the material was carried out mainly by Mr. OLAVI
HEISKANEN, Mr. ILPo IMMONEN, Mr. PEKKA LANKINEN and Mr. ERKKI
MYLLYKANGAS. The translations into English were kindly undertaken by
Mr. and Mrs. PENTTI KANERVA.

Professor HuuGo RANINEN has read the section of the manuscript
which deals with trade customs and made several most helpful suggestions.
The parts of the text dealing with Norway and Sweden have been checked
by Mr.FINN RoOALDSET, Mr. K. V. ALGVERE, Mr. Silvén and Mr. Thulin.
I have also had the privilege of discussing with Professor A. J. ALTON
(Oxford, Ohio, U.S.A.) some methodological problems of this investigation
and owe my sincere thanks to him for his extremely valuable assistance.

I acknowledge the research grant awarded by the foundation KyosTi

HAATAJAN RAHAsTO which decisively facilitated the completion of this
investigation.

Helsinki, August 1960

Viljo Holopainen
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1. Introduction

11. General approach

Duppy and REvzan (1947, p. 4) define marketing as “the economic -
process by means of which goods and services are exchanged and their
values determined in terms of money prices”. By the term "process” they
mean coordinated groups of functions intended to get the goods from the
point of production to the point of ultimate use, not only in the physical
sense but also in such a way that the highest possible satisfaction of con-
sumer needs is secured. MAYNARD and BEckman (1952, p. 3) define market-
ing as covering all business activities necessary to bring about the exchange
in ownership of goods and in their distribution. CoNVERSE and HUEGY
(1946, p. 4) stress the difference between marketing and production by
defining: ”Marketing or distribution will be used to mean the creation of
time, place and possession utilities — the transportation and handling of
goods and services from the point of production to the point of consump-
tion” (italics mine).

Further definitions of marketing and distribution — used as synonyms
by many experts — can be found in a comprehensive review by Kaski-
MIES (1955, pp. 236—245).

In accordance with the aforementioned definitions the marketing of
forest products is composed of the business functions aimed at getting
standing timber to its ultimate use. On various grounds the process can
be divided into different stages, for example, according to the form and
degree of processing. One important stage in the process takes place when
the roundwood obtained from the forest enters the industrial processing
and continues its way towards ultimate use as processed wood either as a
semi-product or as goods ready for ultimate consumption (e.g., sawn wood,
cellulose, or paper). The division between the unprocessed wood market (or
roundwood market)! and the processed wood market can be made on these

1 The terms will be used interchangeably in the text.
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grounds. However, all utilized wood does not undergo processing; some is
used in unprocessed form as, for example, fuelwood and pitprops.

Any purposive investigation which has as its objectives the obtaining
of knowledge of any business activity necessary to effect transfer in the
ownership of goods or to provide for their physical distribution is market-
ing research.

The market can, however, be examined from various points of view.
The majority seems to agree that it belongs in the realm of economics, as
stated already in the definition. On the other hand, some differences of
opinion have arisen as to whether it should be considered part of political
economicy or business economics. SCHAFER (1953, p. 6) regards it as a
borderline case. As far as the research object is concerned, market research
should be considered a special field of political economicy because the
market is not a phenomenon of private economy but part of the entire
economy (gesamtwirtschaftlich). When examined from the standpoint of
its objectives the research can, according to him, be regarded as an instru-
ment of the management of an enterprise. In that way he tends to treat
market research as a part of business economics.

In his definition Schifer emphasizes the business economical part of
market research. It does not, however, prevent the studying of the market
also as an aggregate within national economicy. In that case the enter-
prises participating in the market are examined in the national market not
only as competitors of each other but also as a partial factor in the entire
marketing mechanism. In the international market the enterprises of each
section of production can be considered as competing not only with each
other but also collectively with the same type of enterprises of other
countries. In the present investigation this ’macro-economical’” view is in
the fore, even though in many connections the marketing will be considered
also from the standpoint of private enterprises.

The study of the entire marketing system affords important bases for
the marketing research of enterprise. It forms the foundation particularly
for situation analysis, which in turn can be used as a basis for a more
detailed study of the problems of sales promotion, etc. (cf. BRowN 1949,
p. 350—).

MayYNARD and BECKMAN (1952, pp. 16— 18) note that several approaches
can be used in the study of marketing and thus distinguish, for example:

commodity approach;

institutional approach;

functional approach; and

- historical approach.

The present investigation, which by its character deals with the market-

ing of a certain group of commodities, examines the market from several
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viewpoints, as is often the case. It is aimed at the institutions that partici-
pate in the market and at their functions with particular reference to the
channels and methods of marketing. Trade customs constitute an im-
portant aspect in the institutional treatment of marketing and a consider-
able part of this study is devoted to them. At the same time the develop-
ment of roundwood marketing, i.e. historical aspect, is considered but only
for a comparatively short period (1936—58).

According to SCHAFER (1953, pp. 11—15) the main objectives of the
business economical market research are, from the standpoint of the enter-
prise selling a product, the demand for the preduct, competition on the
side of supply, and channels of distribution. These can, however, be ex-
amined from different viewpoints. Schifer distinguishes two approaches.
One, which he terms market analysis, studies the points mentioned above,
analysing at a given time. Its basic question is "what is?”” The other, the
observational method (Marktbeobachtung), studies the dynamics of the
market ("den zeitlichen Ablauf des Marktgeschehens” ). 1t seeks the answer
for the question, “what will be?”” Schifer’s grouping can be applied also
in macroeconomical’’ market research. His two methods can, however,
best be termed static and dynamic research methods.

MAYNARD and BECKMAN (1952, p. 37) consider the marketing of goods
as consisting of the following primary functions:

a. Functions of exchange:

1. Buying
2. Selling
b. Functions of physical supply:
3. Transportation
4. Storing

c. Facilitating functions:

5. Standardization and grading
6. Financing

7. Risk-bearing

8. Marketing information

This investigation will be concentrated mainly on the first stage in the
marketing of roundwood, that is, on buying and selling. Certain risk bearing
belongs organically within it. Likewise, financing will be dealt with, but
only from the standpoint. of the terms of payment between the buyer and
seller. Transportation, storing, and grading will be considered in this study
only to the extent necessary for the understanding of the marketing oper-
ations mentioned above. As measuring is an important facilitating function
in the marketing of roundwood it will be discussed in this investigation.
In addition, a number of facilitating functions connected with buying and
selling will be dealt with.
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12. The purpose and limits of this investigation

The present investigation is concerned primarily with the domestic
roundwood trade. It is confined to the most important types of industrial
wood including sawlogs, veneer logs and pulpwood. Specifically, the study
was undertaken to answer the following: :

1. What are the structures of supply and demand?

2. What are the channels and methods of marketing?

4. What were the developments in marketing methods since the period

1936—38?

3. What are the trade customs?

5. What are the similarities and differences in marketing of the private

forest owners and the State?

6. What are the local features of the market?

7. What are the similarities and differences in the marketing of unpro-

cessed wood between Finland and Scandinavian countries!?

The approach is, according to SCHAFER’s terminology (1953), closest to
market analytical. The dynamic phenomena will be viewed only when they
are directed toward the previously defined research aims. As to the dy-
namics of supply and demand only seasonal fluctuations will be treated.

Only primary marketing appears in this investigation. Import and ex-
port of roundwood and reselling by middlemen except forest owners’ organ-
izations thus do not belong in this study. Likewise, the local retail will
not be considered in the examination of the methods of trade. The in-
vestigation, as concerns the buyers of unprocessed wood, will be limited
primarily to two large buyer groups: forest industry and exporters of un-
processed wood.

The study will deal with only the two major groups of forest ownership,
namely, the State forests under the State Board of Forestry and private
forests. In this way two different ownership types and, at the same time,
the main part of the volume sold in the roundwood market will be in-
cluded. The third significant group of forest owners consists of the com-
panies. From their forests the wood, however, does not generally enter
the market but is used mostly in their own factories. The amount of wood
sold from other forests is insignificant.

- The product aspects of the market will be dealt with only to the extent
required by the research topic.

‘The first part of the investigation period (1936—38) was characterized
by a high level of economic activity in all countries concerned. In 1956—58

"1 Finland, Norway and Sweden together will be often named Northern Europe in
this investigation. '
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the economic situation was less favourable especially in Finland whose
economy was characterized by rather high unemployment esperially in
1957—58. The general strike in 1956, lasting almost three weeks, was an
additional disturbing factor. Differences in economic situation in the two
periods studied do not, however, influence greatly the problems of struc-
tural character which are mainly studied in this investigation.



2. Research method

21. Special features of the roundwood market especially
with reference to its study

The roundwood market as far as it will be considered in this investi-
gation belongs to the market of raw materials. Thus the demand for un-
processed wood is indirect. It gets its impulse from the consumption of
end products but is not generally directly participated in by the consumer.

Furthermore, the marketing of roundwood requires harvesting from
large forest areas and, in Finland and other Northern European countries,
also from numerous owners. Dupbpy and Revzan (1947, pp. 12—13) call
this type of market buying or centripetal market.

As are raw materials in general, roundwood is also a ”’bulky” commodity
and in its marketing transportational aspects play an essential role. One
unique and important form of wood transportation is floating, which is
hardly used with any other goods. _

Objects of special interest in marketing research often are the branded
goods. It appears from what has been said that unprocessed wood does
not belong with the branded but with mass goods. It is produced and
marketed by numerous competing enterprises and the market is not charac-
terized by the unique character of the products. When in addition the
number of producers especially in Northern European countries is great,
the competition among producers is much more perfect than in the market
of brand goods.

Unprocessed wood differs, however, from typical mass goods, first, in
that its product composition comprises numerous assortments. One could
even say that the profitable marketing of only one product is often im-
possible since the same forest and even the same stem yields different prod-
ucts. This is explained by the special production conditions in forestry
(joint production).

The buyers have to a certain extent adapted to this special character
of supply in such a way that the same buying enterprise has several kinds
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of establishments using different kinds of roundwood, e.g. sawlogs, pulp-
wood, etc. (HALMEKOsKI 1955, p. 30). Nevertheless, there are many buyers
who use only one type of unprocessed wood. The need for the simultaneous
marketing of different kinds of roundwood brings up specific problems
(e.g., exchange among buyers).

Although the products of different forest owners do not differ from
each other as much as various brands, their features are still unique enough
to be priced individually. This is true especially in the pricing of heavy
timber (sawlogs, veneer logs, poles). The quality differences are not so much
the result of the measures taken by the producers since their influence on
the quality of roundwood is relatively small, but the differences are caused
mainly by natural conditions. As quality and price determination cannot
be done on the basis of samples sent to the buyers, for instance, this
characteristic noticeably complicates the marketing of certain types of un-
processed wood and requires a detailed description of the goods ("’sale by
description”).

According to MAYNARD and BECKMAN (1952, pp. 382—383) the market-
ing of raw materials is characterized by the infrequent use of ”demand
creation”. Their reasoning is that ”demand is derived and arises without
effort and beyond control of the suppliers”. Thus a buyer — usually skilled
— has a decisive position in marketing. The inactive part of the sellers
is also caused by certain factors characteristic of the roundwood market.
First of all, the need and demand for unprocessed wood have been created
mainly by the wood-processing enterprises which have had to take the
initiative in securing it without any kind of marketing organization of the
forest owners. An organization with this type of origin is easily perpetu-
ated. The activity of the sellers in the roundwood market has, particu-
larly in Northern European countries, suffered from the fact that the group
of sellers is composed chiefly of owners of farm wood lots which consider
the production and marketing of wood as some kind of subsidiary occu-
pation. Furthermore, the non-continuous nature of the marketing of round-
wood as compared with the marketing of milk, for example, has caused the
sellers to pay less attention to the marketing of wood than to that of
agricultural products. On the other hand, infrequent marketing is made
possible by the easy storing of the product, which comes in the form of
growth, on the growing stock for many years without the danger of spoiling,
a feature unique to forestry.

Furthermore, the logging of roundwood is generally, and especially in
Finland, done by loosely organized seasonal labor, in fact, largely by the
same forest owners who sell the timber. The poorly organized labor con-
ditions have a certain effect on the entire marketing system of unprocessed
wood.
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22. Earlier investigations. The method used in this
investigation

The unprocessed wood market has received only little attention in the
study and research of markets. For example, MAYNARD and BECKMAN
(1952), Duppy and REVzZAN (1947), and BrowN (1949) hardly mention it
in their textbooks. Instead, the marketing of agricultural products, for
instance, is discussed extensively. It can be observed that general market
study deals primarily with the marketing of consumption goods and highly
processed industrial goods. One important reason for this may be that the
market of agricultural products and consumption commodities in general
has developed over a long period of time and their marketing problems
are important in almost every country. The unprocessed wood market in
turn is much younger and it has considerable significance only in relatively
few countries.

Likewise, in Northern Europe special literature dealing with the un-
processed wood market is comparatively scarce. The principal part is com-
posed of textbook-like publications (in Finland, e.g., JaLava 1932, Pak-
KANEN 1949, 1957, ReINius 1954, Hassi 1957, LAINE 1957), the publica-
tions concerned with only the specific conditions in one country (e.g.,
ZivNuska 1959), and general comparative reviews (cf. KLEPPEN 1958).

The present investigation has not had the advantage of using already
developed methods of earlier investigations. Because the sampling method
is known to be in general use in marketing research (cf., for example,
BrowN 1949, pp. 446—457; Luck and WALEs 1952, p. 173; SCHAFER 1953,
p. 193—), I have applied it in this investigation for private forests which
in Finland include according to the 1950 agricultural survey approximately
266 000 wood lots (excl. forest holdings under five hectares). In connection
with the sample survey of private forests! conducted under my direction in
1956—58, information was gathered about the repetition of the selling of
private forest holdings, seasonal fluctuations, the sizes of annual sales and
individual sales, trade customs concerning delivery methods, and other
information related to sales. For this part the present investigation will
continue the presentation of the results of the sample survey.

The research method has been explained earlier (HoLOPAINEN 1959 a).
Here it should be only reminded that the investigation was carried out by
taking a sample of approximately 12 000 forest holdings from a population
of forest holdings grouped according to size. The sample was allocated
practically in accordance to the forest areas of the stratum. The data from
the sample forest holdings was collected according to instructions given

1 Abbreviated in the following: survey of private forests.
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on printed questionnaires by District Forestry Board and Forest Manage-
ment Association advisers. The areal units of the investigation were the
District Forestry Boards even though the sample within the limits of each
size class was allocated also among the communes.

The sample was mainly planned for the purpose of determining the
commercial removal which as such provides a useful basis for the study
of roundwood marketing. The comparison of the total removal calculated
on these bases with the results of the Third Wood Utilization Survey indi-
cated that a considerable bias had occurred. Its effect on the results now
being presented will be discussed in connection with the presentation of
results.

I have supplemented the sample survey results for marketing methods
in private forestry by addressing a questionnaire to the District Forestry
Board and Forest Management Association advisers in the beginning of
1959. The questions in this marketing questionnaire appear in the Appendix.

The advisers were to estimate the average extent to which the alternate
methods in each series of questions were used in his commune’s area in
1956—58.

This type of method corresponds principally to that for which BRowN
(1949, p. 311) uses the term, "observational method”. It can also be
named indirect method as a contrast to direct method of which the afore-
mentioned sample serves as an example.

This survey of marketing methods was required primarily for three
reasons.

1. First of all, if the questions included in it had been a part of the
sample survey the number of questions asked would have become too
large, causing statistical fatigue for both the ones answering and the ones
asking.

2. The calculation of the sample results in terms of the small unit
areas, such as communes, as appeared necessary for certain questions of
trade techniques, would have required a much larger sample than was
needed for the other study objectives. The investigation costs would have
been greatly increased in that case.

3. Most of the questions are such by their nature that the presentation
of precise numerical facts for them is not even necessary, but the estima-
tion based on the observations of an expert knowing the local marketing
is sufficient to give quite a clear picture. Especially in the study of trade
customs the problem in the first place is not statistical but the recognition
of the different methods, their evaluation and order of importance could
be considered sufficient (cf. SCHAFER 1952, p. 192).

In analyzing the results, especially if done by areas, attention should
be directed primarily to the most common alternative in each commune. The
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possibility that the other two alternatives have been rather common should
also be considered. In presenting their occurrence, the frequencies have to
be used in analysing the results. These have been obtained by giving three
points to the most common of the three alternatives in each series of ques-
tions, the next two points, and to the least frequent one point. The alter-
natives that have not occurred at all receive no points. By adding the points
from different communes the frequencies of the alternatives are obtained.

Forest advisers generally have excellent possibilities to make observa-
tions on the roundwood marketing because almost every day they have
to deal with the selling of wood from private forests and likewise must be
in close touch with the buyers. On the other hand, all advisers have not
carried out their part with equal interest and therefore the results probably
are somewhat inconsistent and must be interpreted with caution. A group
of uncertain results was checked with the help of District Forestry Boards.
In addition, marketing questionnaire II was circulated in 1960 to forest
advisers in order to provide some additional information. The results of
it refer to the end of 1959.

In planning the survey the attempt has been to avoid such questions
for which possible economico-political interests or the tendency to empha-
size one’s own work would tempt the advisers to give biased answers. The
biases possibly caused by these factors will be discussed in connection with
the results. In examining the results different methods have been employed,
for instance, the interviewing of the buyers of unprocessed wood.

Many technical questions of the trade appear from contract forms.
Therefore, 1 collected 12 trade contract forms used in 1936—38 and 1956—
58 by the buyers of unprocessed wood in different parts of the country.
On the basis of these it has been possible to draw conclusions about some
central practices applied in trade. Alongside of these an important source
of the trade methods in the 1956—58 period has been the records of the
forms committee set up by the Central Association of Finnish Woodworking
Industries and the Forest Council of the Central Union of Agricultural
Producers.

Especially in the examination of the development of trade customs
many sources have been used side by side. First, the contract forms used
in 1936—38 have been compared with each other. Furthermore, the forest
advisers who had been in their districts already in the 1936—38 period
were asked in connection with the questionnaire to evaluate the customs
during that period. Additional information has been obtained by personal
interviews and from literature. Many of the questions in the questionnaire
mentioned above were meant to supplement this examination.

The data concerning State forests has been obtained from the State
Board of Forestry primarily from its Business Department. State-owned
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forests other than those operated by the State Board of Forestry will be
left aside because of their small relative significance. The basis for selling
activity is formed by statutes on the matter but many details have been
made more definite in the State Board’s circulation letters and other direc-
tions. In addition, sales announcements and sales contracts have been
studied in the archives of the State Board of Forestry and the officials of
the State forest administration interviewed. The answering of some specific
questions such as the size of individual sales and seasonal fluctuation has
required separate investigations based on primary material.

The material concerning the Scandinavian countries has been received
from organizations representing the various sections of trade and from the
State Boards of Forestry. The main sources for the study are as follows:

Statistical Yearbooks of Forestry in Norway and Sweden

Rules of the forest owners’ organizations

Annual reports of the

State Boards of Forestry
Forest owners’ organizations
Log scaling associations

Annual collective agreements on prices and other trading conditions

between sellers and buyers

Public regulations concerning the roundwood sales from State forests

Contract forms used in the roundwood trade

Rules of log scaling associations.

In addition a number of published sources (e.g. KLEPPEN 1958, Ziv-
NUSKA 1959) not mentioned above have been used.

Finally interviews of experts in the roundwood trade have provided a
valuable means for filling many serious gaps in the material and especially
for assessing the importance of alternative practices.

It must be pointed out that material concerning the Scandinavian
countries is rather scarce and the aim has only been to collect information
to facilitate comparisions between these countries and Finland.

3. The structure of supply and demand

31. Different forest owner groups and the wood quantities
they supply to the market

The distribution of forest resources within the present boundaries of
Finland according to owner groups in the years 1936—38 and 1951 —53
is seen in Table 1.1

Table 1. Distribution of forest resources by ownership classes in Finland (within the
present boundaries) in 1936—38 and 1951—53.

Taulukko 7. Nyky-Suomen metsdvarojen jakaantuminen eri omistajaryhmien kesken
v. 1936—38 ja 1951—53.

: Forest area Growing stock ‘ Annual growth
Metsdala Puusto Vuotuinen kasvu
Owner
Omistaja 1936—38| 1951—53| 1936—38 1951—53| 1936—38| 195153,
9 of the total — %, kokonaismddrdstd
1 | 2 | 3 | 4 5 | 6 7
State — Valtio . ............ 35.1 30.8 31.2 25.5 20.4 16.3
Private — Yksityiset ........ 54.5 60.3 55.6 63.2 65.5 72.2
Companies — Yhtiot ........ 7.9 7.0 9.8 8.9 10.5 8.9
Church, Communes etc. —

Kunnat, seurakunnat ym. .. 2.5 .9 3.4 2.4 3.6 2.6
Total — Yhteensi @
a) percent —9% ........... 100.0 | 100.0 100.0 | 100.0 | 100.0 | 100.0
b) mill. hectares — milj. ha ..| 2l.s80 | 2I1.85
¢) mill. cu. m. — milj. m® . .. 13702 | 14912 41.53 468

Source — Ldhde: YRjO ILVEssaLo 1956.

1 The State forests include, in addition to those under the State Board of Forestry,
the relatively small amount of forests under other State offices. The comparatively
small area represented by collective forests is listed under private forests.

2 incl. bark — kuorineen

3 excl. bark — kuoretta.
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The figures for the private forests contain also the minor forest re-
sources owned by co-operatives, foundations, organizations, and other such
groups (cf. ILvEssaLo 1956, pp. 40, 80, 128).

The distribution of forest resources indicates clearly that wood is pro-
duced primarily in private and State forests. They make up 91 9 of the
total forest area (in 1951 —53) and 89 9, of the growing stock and growth.
— Since 195153 the share of private forest has increased to 63 9 (in
1957) whereas the percentage of State forests has been reduced to 28
(Mikko ILVEssAaLo 1959).

Table 2 gives the average quantities of commercial removal of in-
dustrial wood (the total removals less the utilization by the farming popu-
lation) in terms of owner groups in the felling years 1955/56 and 1956/57
as determined in calculations made by the author in connection with the
survey of private forests. It shows that the private and State forests
constitute approximately four-fifths of the total.

Table 2. Commercial removal by ownership classes, averages for felling years 1955/56
and 1956/57 according to the results of the survey of private forests (HOLOPAINEN
1959 a).

Taulukko 2. Ainespuun kaupallinen luovutusmddrd omistajaryhmittdin keskimddrin
hakkuuvuosina 7955/56 — 1956/57 yksityismetsien otantatutkimuksen yhteydessd tehdyn
laskelman mukaan (HOLOPAINEN 7959 a).

Timber of sawlog- Industrial - Total
size cordwood .
0‘wnt?r Jdred ainespuu Ainespinotavara Fhteensd
Omistaja 1000 1000 1000
cu. m, % cu, m, % cu, m, %
ml m! ml
1 | 2 | 3 | 4 | 5 6 7
State — Valtio . ............ 2571 28.6 2 281 }[ 17.7 4 852 22.2
Private — Yksityiset ........ | 4852 53.9 7590  58.9 | 12442 56.8
Companies — Yhtiot ........ 1298 14.4 2690 20.0 | 3988 18.2
Church, Communes etc. —
-Kunnat, seurakunnaf ym. .. 283 3.1 326 2.5 609 2.8
| Total — Yhteensd. .......... | 9004 | 100.0 | 12887 | 100.0 | 21891 | 100.0

The survey apparently yielded smaller results for private forests than
what was actually the case, although the error with regard to industrial
wood is smaller than average (cf. HoLoPAINEN 1959 a). Thus a still greater
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part of the total commercial removals obviously comes from private and
State forests, perhaps about 90 9, or almost the same proportion as the
distribution of forest land. Of the industrial wood that has actually been
sold, private and State forests contribute an even higher share because
that removed from company forests is used mainly by the industrial plants
of the companies themselves. On the other hand, part of the wood sold
from State and private forests enters local retail trade only. In Finland’s
Wood Utilization Survey the utilization of industrial wood by the non-
farming rural population was probably listed entirely in this category. It
was determined separately, being in 1955 approximately 0.35 million cu.
meters.!

The relation existing between removals from State and private forests
cannot be accurately estimated on the basis of the data in Table 2 due to
the error in the sample survey. Apparently private forests make up an
even greater part than is shown in the table, probably being more than
triple the removals from State forests.

The share of State forests according to Table 1 is smaller in terms of
commercial removal than in terms of forest area. The main reasons for
this difference are the lower level of site fertility in State forests and their
concentration mostly in the unfavorable growth and demand conditions
of Northern Finland. On the other hand, commercial removals from private
forests are reduced by the home use of the rural population (in 1955 approx.
1.6 million cu. 'meters of industrial wood) which is taken almost completely
from the farms’ own forests.

The figures for State and private forests vary greatly in different parts
of the country. Private forests make up 94 9 of the forests in the area of
the District Forestry Board of Southwest Finland (district 2 in Fig. 1),
but only 27 9, of the forest land in the area of the District Forestry Board
of Lapland (19). The corresponding percentages for State forests are 1 and
72 respectively. The proportions of marketed wood closely resemble these
percentages of forest area. In the southern part of Finland private forests
are dominant, although their share varies to a considerable degree, whereas
in Northern Finland the State forests are more important.

The private forests of Finland are divided into a great number of small
forest holdings. In the survey of private forests, the population was com-
posed of some 257 000 forest holdings. Since this included only those
forests which are considered in taxation as having an annual growth of at
least 20 cu. meters, it is reasonable to assume that industrial wood is

1 Cubic meter refers in the following to solid measure excluding bark unless other-
wise stated.
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removed from nearly every one of them. When, in addition, less frequent
sales are made from smaller forest property also, it can be seen that un-
processed wood is supplied from a great number of sources, probably in-
cluding at least 300 000 forest holdings.

32. Buyer groups of industrial wood

The distribution of all industrial roundwood among different utilizer
groups is shown in the results of the National Wood Utilization Survey.
The structure of the primary utilization of industrial roundwood in 1936 —
38 and 1956—58 can be seen in Table 3. The figures include both the
industrial wood removed from the utilizers’ own forests and that purchased
by the utilizer.

Table 3. Composition of the use of industrial wood in Finland 1936—38 and 1956—58.
(Source: OsARA, PONTYNEN, ERKKILA 1948; PONTYNEN 1958 a, Forest Research
Institute).

Taulukko 3. Suomen ainespuun kdytin rakenne v. 1936—38 ja 1956—58. (Lihde:
OsARA, PONTYNEN, ERKKILA 7948; PONTYNEN 7958 a, Metsdntutkimuslaitos ).

1936—38 | 1956—58 | 1936—38 | 1956—58
Item — Kayttoerd Annual average — Keskimddrin vuodessa
mill. cu. m. per cent
milj. m® %
1 | 2 \ 3 4 ] 5
1. Export of roundwood — Raakapuun
VINEL i o iivivinmnne s msnenesons 3.34 4.06 12.6 14.9
2. Forest industries — Metsdteollisuus. .., 19.78 20.81 74.8 76.5
3. Farm population! — Maatalousvdesti . 2.052% 1.582 7.8 5.8
4. Miscellaneous — Muu kdytté ........ 1.28% 0.762 4.8 2.8
Total — Yhteensd .................... 26.45 | 27.21 | 100.0 | 100.0

! The wood bought from commercial sawmills by the rural population is not in-
¢luded here. Estimated in 1938 on the basis of ERKKILA (1943, p. 307).
Maaseutuvdeston teollisuussahoilta ostama puu ei sisdlly tihdn. Se on v. 1938
arvioitu ERKKILAN (7943, s. 307) mukaan.

* Items 3 and 4 refer to years 1938 and 1955. — Ryhmdt 3 ja 4 ovat vuosilta 1938
ja 1955.
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Utilization by the forest industry and the export of unprocessed wood
are seen to be the chief uses of industrial wood in Finland. Other utilization
amounted only to about 13 9 in 1936—38 and to about 9 9}, of the total
in 1956—58, the major part having been used by the agricultural popula-
tion from their own forests. On these grounds it is possible to conclude
that sales of industrial wood directly to the ultimate consumer rarely take
place. The primary marketing of industrial wood in MAYNARD’s and BECK-
MAN’s (1952, pp. 138—139; 283—285) terminology is therefore mainly
wholesale.

Forest industry enterprises and exporters of unprocessed wood are also the
chief buyers of industrial roundwood. The share of the forest industry, how-
ever, is slightly decreased, because some industrial wood comes from the
companies’ own forests. In the felling years 1955/56 and 1956/57 this
amounted to approximately 5 million cu. meters, on the average (HoLo-
PAINEN 1959 a, p. 35).

The different buyers of the industrial wood which comes from private
forests and their relative importance can be illustrated by the results of
the survey of private forests because records of the type of buyer were
kept on the sample forest holdings. For the whole country the distribution
was as follows (the results are averages for the felling years 1955/56 and
1956/57):

%

1. Forestindustry............................ 80
2. Exporters or middlemen for unprocessed wood 17
3. Other buyers (mainly individual consumers) .. 3
Total 100

Group 2 also includes the middlemen who have resold the wood to
various utilizers, primarily to the forest industry and exporters of unpro-
cessed wood. The total for groups I and 2 (97 9,) will not thereby be
greatly altered. Even making allowance to the fact that the bias appearing
in the survey apparently is greatest in group 3. the results of the survey
of private forests indicate that more than 90 9, of the industrial round-
wood from private forests is sold to the forest industry and exporters.

The exporters and forest industry have a greatly varying role in differ-
ent areas of the country. This is illustrated in Table 4.
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Table 4. Different buyer groups of industrial roundwood in private forests by districts
(Fig. 1) 1955/56—1956/57 (survey of private forests).

Taulukko 4. Ostajaryhmien osuudet eri metsanhoitolautakuntien alueilla 7955/56 —
1956/57 (yksityismetsien otantatutkimus).

Industrial | Private saw-| Exporter or
company mill owner | middleman
(large-scale (Smalilsig)ter' |of unproces- | tgtheerl; Total
District enter&)rls@) Yll:srityinen e M)llxut Yhteensd
Metsdnhoitolautakunta Aggifg;;sf-g- sahanomistaja Sg%]f?zugg_ ostajat
(suurostaja) | YMS: (pienos-| littaja | |
iaja) | \ |
per cent — %
1 | 2 | 3 | 4 | 5 | 6
1. Helsinki............... 58.7 12.1 23.3 5.9 100.0
2. Lounais-Suomi . ........ 38.7 25.6 27.8 7.9 100.0
3. Satakunta . ............ 62.9 18.8 13.6 4.7 100.0
4. Uusimaa-Hame ........ 70.8 13.2 9.2 6.8 100.0
5. Pohjois-Hame .......... 79.3 11.4 6.3 3.0 100.0
6. Ita-Hame . ............ 74.1 17.4 4.7 3.8 100.0
7. Etela-Savo ......cc0u0. 80.5 4.8 12.4 2.3 100.0
8. Etela-Karjala .......... 72.8 3.5 21.5 2.2 100.0 |
9. Ita-Savo .............. 80.0 5.2 12.8 2.0 100.0
10. Pohjois-Karjala ........ 74.2 4.6 18.3 2.9 100.0
11. Pohjois-Savo .......... 76.7 5.3 15.1 2.9 100.0
12. Keski-Suomi. .......... 84.1 4.3 9.5 2.1 100.0
13. Etela-Pohjanmaa. ...... 43.6 18.4 35.7 2.3 100.0
14. Vaasa. ................ 52.3 6.4 39.8 1.5 100.0
15. Keski-Pohjanmaa ...... 37.4 4.7 54.1 3.8 100.0
16. Pohjois-Pohjanmaa . .... 74.8 3.3 18.3 3.6 100.0
17. Kainuu . .............. 86.1 0.5 9.3 4.1 100.0
18. Koillis-Suomi .......... 65.3 4.7 28.5 1.5 100.0
19. Lappil« i oo vomns c pw omne 63.9 0.2 28.2 7.7 100.0
Total — Kokomaa. ........ 7.0 | 8s | 167 | 3.4 | 1000

Utilization of home-grown industrial wood by the various groups of
consumers and the approximate product composition in forest industry
and export is presented in Table 5.

0
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Table 5. A.pproximate product composition of home-grown industrial wood in utilization

by forest industries and export of roundwood for the periods 1936—38 and 1956—58.

Taulukkf; 5. Metsdteollisuuden ja raakapuun viennin v. 1936—38 ja 1956—58 kayttda-
mdn kotimaisen ainespuun likimddrdinen jakaantuminen eri tavaralajeihin.

’ 1936—38 | 1956—58 |

| Item — Erd Annual average — Keskimddrin vuodessa

| Mill. cu. m.| Per cent | Mill. cu. m.| Per cent

Milj. m? % Milj. m* %
| 1 | 2 3 4 5
i
' A. Forest industries —
Metsdteollisuus '
1. Sawmill industry (sawlogs) —
Sahateollisuus (sahatukit) . ....... 10.97 55.5 9.02 43.4
2. Plywood industry (veneer logs) —
Vaneriteollisuus (vaneritukit) ....| 0.s2! 4.1 0.85! 4.1
3. Pulp- and fibreboard industries
(pulpwood) — Puumassa- ja kuitu-
levyteollisuus (paperi- ja kuitupuut) 7.71 39.3 10.58 50.8
4. Miscellaneous — Muut .......... 0.21 1.1 0.36 1.7

. Total for industry — Yhteensd teollisuus .| 19.77 100.0 20.81 100.0

B. Export of roundwood —
Raakapuun vienti

1. Pulpwood — Paperipuu . ........ 1.18 35.3 2.35 57.9
2. Pitprops — Kaivospuu .......... 1.72 51.5 1.21 20.8 |
3. Miscellaneous — Muut .......... 0.44 13.2 0.50 123 |

Total export of roundwood — Raakapuun1
vienti yhteensd ...................... | 3.314 | 100.0 4.06 100.0

The table indicates that the Finnish roundwood market is dominated
by sawlogs and pulpwood: they made up 86 9, in 1936—38 and 88 9; in
1956—58 of the total use by forest industry and export of unprocessed
wood. Pitprops and veneer logs (each with a share of about 5 9; in 1956—
58) are next in importance. The group Miscellaneous” consists of a
variety of items: sleepers, poles, square timber, aspen for matches, spool
wood, etc.

On the basis of Finland’s third Wood Utilization Survey, the com-
mercial use (i.e., total utilization minus domestic use by the farm popula-
tion) of industrial wood was in 1955

mill. cum. 9%

timber of sawmill size.............. 13.45 48
industrial cordwood . .............. 14.56 52

1 Includes some softwood — Sisdltdd hiukan myds havupuuta.



28 Viljo Holopainen 72.4

The proportions are nearly the same for the total of forest industry
and export.

It is to be remembered that the percentage of sales from the total
utilization, the proportions of different forms of utilization and of different
buyer groups, and the product composition of annual removals are subject
to variation from year to year. For instance, the use of unprocessed wood
(industrial roundwood) by forest industry has varied during the period
1953—58 between the extremes of 15.9 and 22.3 million cu.m., with an
average of 20.0 million cu.m. The general trend in the Finnish roundwood
market is the increasing role of forest industry, and in industrial utilization
of wood the growing importance of the woodpulp industry.

Furthermore, the enterprises buying unprocessed wood are not dis-
tinctly divided according to forms of utilization since many of them both
use and buy several assortments of unprocessed wood at the same time.

On the roundwood market the number of buyers is but a fraction of
the number of sellers. This is especially true of the woodpulp industry
which has large plants. Also, some firms own more than one industrial
plant. Since the 59 mechanical-pulp mills and cellulose factories of Fin-
land belong to 40 firms (cf. Finnish Timber and Paper Calendar 1958/59),
the pulpwood used annually by each enterprise is, on the basis of the 1956 —
58 utilization statistics, approximately 260 000 cu. meters, on the average.
Exporting licenses for pulpwood and pitprops were given to 144 individual
firms or combinations of firms in 1958 (Lisenssiviraston tiedotuksia 1958),
which means an export of about 24 700 cu. meters per exporter. The list
of exporters included 24 enterprises engaged in the manufacturing of wood-
pulp and fibreboard.

The quantities bought directly from the forest owners are apparently
somewhat smaller than the previously mentioned figures because many
exporters buy pulpwood also from middlemen. It should further be noted
that the effective buying activities of the exporters of pulpwood and pit-
props are restricted to smaller areas (primarily near the seacoasts), whereas
the country’s own industry purchases from a wider area.

In the sawmill industry the number of enterprises is much greater than
in the paper industry. It has not been possible to obtain the exact figures,
but the two central associations of the sawmill industry include some 400
members (cf. HoLoPAINEN 1959 c) and, in addition, there is a great number
of small sawmills that do not belong to these associations. The majority
— approximately four-fifths — of the total market production of sawn
wood, is formed by the relatively large member concerns of the Finnish
Sawmill Owners’ Association.

Plywood, fibreboard, and chipboard industries fall between the wood-
pulp industry and the sawmill industry in size: the enterprises are relatively
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few in number (20 plywood factories, 8 fibreboard factories, and 4 chip-
board factories), but the average consumption of roundwood per enterprise
is smaller than in the woodpulp industry.

The number of enterprises buying roundwood is smaller than it possibly
could be since the biggest enterprises are combinations with several func-
tions and thus buy several assortments of roundwood (cf. HALMEKOSKI
1955, p. 30). In a calculation made by the author the 40 enterprises owning
the pulpmills of Finland are also in possession of 27 9, of the capacity of
Finland’s plywood industry, 46 9/ of that of the fibreboard industry, and
596 000 stds. or 47 9 of the capacity of the sawmill industry (according
to the Finnish Timber and Paper Calendar 1958/59; the value given for the
capacity of the sawmill industry does not include small sawmills).

33. Scandinavia

The ownership of forests in Norway and Sweden is distributed as shown
below (Statistiska uppgifter. .. 1958)!:
Norway  Sweden
per cent — %,

State forests .................... 20 18
Other public forests .............. 6 7
Company forests................. 7 25
Private forests .................. 67 50
Total, 9, 100 100

millions of ha. 7.0 22.3

The private forests in Norway constitute an even higher percentage
than in Finland, State forests in turn composing a noticeably smaller
portion.

The coniferous industrial wood —hardwoods comprised only 1.3 9, of the
total for the period—entering the market or industrial processing in Nor-
way was, in terms of buyer groups, in the felling years 1955/56—1957/58
on the average as follows (Norges Officielle Statistikk XI):

mill. cu. m. per cent — %

excl. bark
Private forests. (includes com-
pany forests) ............ 7.31 89.0
State........cooiiiiiiiinn 0.38 4.6
Others. . :.xsvwumsmwsonnnnss 0.53 6.4
Total 8.28 100.0

1 The figures Concerning Norway have been checked on the basis of most recent
information.
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The corresponding statistics for the years 1936—38 are not available,
but the ratios probably differ only slightly from those given in the chart
above. About nine-tenths of the marketed wood is seen to come from
private forests.

The farm forests of Norway are made up of 132 000 forest holdings
with an average area of 27.3 hectares! (according to the Census of Agri-
culture, 1949. Skogstatistikk 1953—1956, p. 15).

The removals of coniferous wood given in the preceding chart were
divided among the types of industrial wood (the figures for the period
1936/37—1938/39 are taken from Skogdirektérens arsmelding):

1936/37—1938/39  1955/56—1957/58
per cent — 9,

Sawlogs .......... 39.6 44.5
Pulpwood. ........ 58.9 50.9
Others ........... 1.5 4.6

Total 100.0 100.0

Norway exports small quantities (average for 1956—58 0.3 mill. cu.m.)
of unprocessed wood, mainly from the water-way areas bordering Sweden.
This is compensated by about equal imports of roundwood, mainly pulp-
wood (average for 1956—58 0.3 mill. cu.n.).

In Sweden the share of both private forests and State forests of the
total forest area is smaller than in Finland. The company forests, on the
other hand, are more common (approximately one-fourth). In both Nor-
way and Sweden the group other public forests” (communes, parishes,
and the so-called allmdnningar) is larger than in Finland.

In Sweden the total fellings, including fuelwood, have been estimated
for 1956—58 by forest ownership classes to be as follows (Skogsstatistisk
arsbok 1956—58):2

mill. cu. m.  mill. cu.m.

incl. bark and  excl. bark %
felling waste
State forests ...... 6.25 5.08 12.2
Company forests . .. 12.86 10.44 25.2
Private forests .... 29.28 23.78 57.4
Other forests ...... 2.63 2.14 B2
Total 51.02 41.44 100.0

1 Figure includes also the smallest forest holdings and is not comparable with the
Finnish figures mentioned earlier.

2 Various methods with somewhat different results are employed in Sweden for
the determination of the annual cut. Here the method used by the SKOGSSTYRELSEN
has served as the basis (cf. Skogsstatistisk arsbok 1957, pp. 64—65). The cut of private
forests is determined by deducting the sum of other ownership classes — whose fellings
are reported annually — from the total amount of fellings.

et
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The wood removed from company forests is used primarily in the in-
dustrial plants of the company itself. A certain part of the removals from
private forests — mainly from farm woodlots — is consumed at the owner’s
farm. No reliable estimations for this item have been made. Even if it
were supposed that the non-commercial disposals — according to FAO,
(Yearbook of Forest Products Statistics 1955, p. 47) it was 3.9 million cu.
meters in 1954 — were entirely taken from private forests, they would
comprise approximately 16 9, of the total removal of these forests.

The private forests of Sweden are made up of 240 000 forest holdings
with an average size of 47 hectares (Skogsstatistisk arsbok 1957, p. 23).

It ought to be noted that the quantity of marketed wood estimated
in this way includes all the fuelwood and that part of industrial wood
which is exchanged in local retail trade. Their share apparently is relatively
small, which is already suggested by the figures on the utilization of in-
dustrial roundwood. In the publication Skogsstatistisk drsbok utilization
and its components (averages for 1956—58) are given as follows:

mill. cu. m. %
excl. bark
1. Sawmill industry .......... 15.01 4411
2. Woodpulp industry ........ 16.5 48.5
3. Other forest industry ...... 0.5 1.5
4. Export of unprocessed wood 1.5 4.4
5. Other items (poles, pilings,
mining timber etc.) ........ 0.52 1.52
Total 34.0 100.0

The foregoing examination can be summarized by stating that in Nor-
way by far the greatest portion of the marketed industrial roundwood and
in Sweden over half is taken from private forests. The total for private
and State forests in Norway comes to some 95 9; and in Sweden apparently
to 70—80 9,. However, the importance of company forests is, especially
in the northern part of Sweden (Norrland), evident in the supply of round-
wood for forest industry.

In both of these countries the share of the country’s own forest industry
in buying and utilizing the marketed roundwood is greater than in Fin-
land. The woodpulp industry and the sawmill industry are in all Northern
European countries the most important buyers of unprocessed wood.

1 Since Swedish industrial statistics exclude establishments employing less than
five workers the utilization figures of sawmill industry are added by 13 9, (Skogsstatis-
tisk arsbok 1957, p. 73).

2 Average for felling years 1952/53—1956/57.
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The 72 pulp mills and fibreboard factories of Norway belong to 58
firms; in Sweden the number of factories is 144 and that of firms 82
(Brusewitz Nordisk Papperskalender 1959). The number of sawmills and
involved enterprises in both countries is high: the number of commercial
sawmills equipped with gang and circular saws is estimated to be approxi-
mately 3 700 in Norway and 3 800 in Sweden (Skogsbruket i Norden 1958,
p. 6).

The structure of the forest industry in all the North European countries
is very similar. The clearest differences can be seen in the average size of
pulp mills, which in Scandinavia are smaller than in Finland, and in the
role of small circular saws, which in Norway are more common than in
either Finland or Sweden.

Forest ownership has been comparatively stable in Norway and Sweden
since the 1930’s. The quantities of wood available for market from private
forests have probably increased to some extent, however, mainly because
of a decrease in consumption on the farms.

L= aaan = €L

S S

4. The size and composition of individual sales

It has been pointed out (see Section 32) that the primary marketing
of industrial wood is mostly wholesale regardless of the size of individual
sales. However, the size of individual sales can be expected to influence
the marketing methods, and therefore some aspects of it will be con-
sidered in the following.

The average size of roundwood sales during a certain year can be defined
in several slightly differing ways. First, it can be defined as the quotient:

total sales of a certain kind of good

(a)

number of sales of this same good

Since each sale often consists of more than one assortment of wood
(see Table 7) sold under the same contract, it would be logical to define,
the average size of sales as the quotient:

total quantity of industrial roundwood in the sales

(b)

number of sales

For private forests the data of the sample survey has been used in the
calculations. Because the results require laborious computations, it seemed
adequate to restrict the work to six district forestry boards representing
different kinds of marketing conditions and to the felling year 1956/57.
The results are given both for stumpage sales and delivery sales in Table
6 a. Local retail is also included in the material, but in the sales of in-
dustrial wood it is relatively unimportant.

3
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Table 6a. Average size of individual sales in some districts in the felling year 1956/57
(according to the survey of private forests).
Taulukko 6a. Ainespuun myyntierien keskisuuruus erdiden metsdnhoitolautakuntien
alueilla hakkuuvuotena 1956/57 (yksityismetsien otantatutkimus).

‘ Stumpage sales l Delivery sales ‘ Pf” §alt.as
) Di§trict‘ i Pystykaupat Hankintakaupat | K::"l‘l’;"a z;,’:;s‘
Metsdnhoitolautakunta
| Average size of individual sales, cu. m.
| Myyntierdn keskisuuruus, m?
1 | 2 | 3 | 4
| | |
2. Lounais-Suomi . .......... | 95 39 i 45
8. Etela-Karjala ............| 199 49 1 72
10. Pohjois-Karjala .......... } 196 | 56 ‘ 68
12. Keski-Suomi . ............ ‘ 271 ; 60 \ 113
14 VARSA & oo msns v os ws nass ‘ 116 ‘ 32 | 37
18. Koillis-Suomi ............ ; (42) ] 81 \ 80
Average — Keskimddrin ...... ! 207 I 49 1 70

The parcels of industrial wood marketed from private forests are seen
to be quite small on the average: the mean for the six districts is approxi-
mately 70 cu. meters solid measure. '

However, the variation among the districts is great (37— 113 cu. meters).
It seems that near the coast, where the exporters of unprocessed wood
and the small local enterprises appear with the forest industry as buyers,
the individual sales are, on the average, smaller than in the interior. The
size of forest holdings also has an effect on the volume of sales. This can
be seen in Table 6 b which presents the average magnitude of sales from
forest holdings of various sizes in the same districts as in Table 6 a.

Table 6b. Average size of individual sales by sizes of forest holdings (averages for
districts mentioned in Table 6a).
Taulukko 6b. Myyntien keskisuuruus eri metsdlon suuruusluokissa (taulukossa 6a mai-
nittujen metsdnhoitolautakuntien keskiarvona laskien).

Stumpage sales Delivery sales All sales
Size of the forest holding, hectares Pystykaupat Hankintakaupat Kaikki kaupat
Metsdlon suuruusluokka, ha . A
Average size of individual sales, cu. m.
Myyntierdn keskisuuruus, m?
1 | 2 ' 3 | 4
| |
1 el -. | S 83 f 32 i 37
2 20— 50 .............. 142 43 | 51
3 50— 100 .............. 191 58 ‘ 81
4. 100— 200 .............. 300 91 | 146
5. 200— 300 .............. 373 121 219
6. 300— 500 .............. 503 147 | 303
7. 500—1000 .............. 1031 338 ‘ 722
| 8.1000—  .............. 887 745 ‘ 803

1 District numbers refer to Fig. 1. — Alueiden numerot viittavat kuvaan 7.
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Besides being affected by the areas of forest holdings as such, the
figures are also influenced by the fact that delivery sales are relatively
more common from small holdings than from large ones (Section 83).

The average annual commercial removal per forest holding engaged in
sales activities in 1955/56—1956/57 was calculated from the material of
the survey of private forests. The results indicate that the quantities of
annual sales as well are, on the average, quite small: in western and south-
western coastal areas and most of Northern Finland under 100 cu. meters
and only in one district (9) has it been over 200 cu. meters. The aver-
age for the whole country is 116.5 cu. meters. In the felling year 1955/56
it was 118 and in 1956/57 115 cu. meters. On the basis of the two years
studied, the variation is comparatively slight.

Information on the volume of sales from private forests comparable to
those now being considered are not available for the years 1936—38.
KAILA (1945) in his investigation has calculated the average size of all
roundwood sales and of sales of each kind of wood by dividing the quanti-
ties sold by the number of sales (method a) for the years 1929—38. He
did not take into account the fact that the same sale might have contained
a number of other kinds of wood as well.

To make the figures of this study comparable to those of Kaila, the
annual average for the sales of coniferous sawlogs and of spruce pulpwood
have been calculated for the whole country. The comparison is seen below :

1929—38 1956/57
cu. m. excl. bark
Coniferous sawlogs:

Stumpage sales ...... 332.6 161.8

Delivery sales........ 69.4 44.6
Spruce pulpwood:

Stumpage sales ...... 265.0 159.7

Delivery sales........ 46.5 39.1

These figures indicate that individual sales have become smaller during
the twenty-year period from 1936/38 to 1956/58. A similar pattern is sug-
gested by MATILAINEN’s (1958) observation on the development in the
quantities of wood marked for cutting in 1945—57.

Table 7 shows the composition of individual sales. Often they consist
of only one assortment of wood. Nearly 30 9, on the average, however,
is composed of at least two categories of wood. This kind of sale is more
common among stumpage sales than among delivery sales.
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Table 7. Composition of individual sales in some districts (see Fig. 1) according to the
survey of private forests.

Taulukko 7. Myyntierien kompositio erdiden metsdinhoitolautakuntien alueella yksityis-
metsien otantatutkimuksen mukaan.

Number of assortments of timber in the sale
Kaupan sisdltdmien tavaralajien luku
District —
Metsinhoitolautakunta 1 l 2 I 3+
% of the number of sales — Total
% myyntien luvusta Y hteensd
1 | 2 | 3 | 4 5
Stumpage sales — Pystykaupat:
2. Lounais-Suomi .............. 95.5 | 2.0 25 | 100.0
8. Etela-Karjala. .............. 341 | 551 10.s | 100.0
10. Pohjois-Karjala . ............ 60.1 | 362 | 3.7 ‘ 100.0
12, Keski-Suomi ................ 46.4 | 307 | 229 | 100.0
14, VaaSa .. ouveeeeanen. 4.1 | 322 | 187 | 100.0
18. Koillis-Suomi . .............. 69.0 | 232 | 7.8 | 100.0
Total — Yhteensd. .............. 55.4 | 322 124 | 100.0
Delivery sales — Hankintakaupat:
2. Lounais-Suomi .............. 81.6 14.4 4.0 100.0
8. Eteld-Karjala. .....cc000vuee 65.4 3l.6 3.0 100.0
10. Pohjois-Karjala . ............ 62.3 34.5 3.2 100.0
12. Keski-Suomi ................ 65.5 29.0 5.5 100.0
14.Vaasa .......covvvvnennnnnn. 68.8 22.6 8.6 100.0
18. Koillis-Suomi . .............. 100.0 — — 100.0
Total — Yhteensd. .............. 68.4 | 2600 | 47 100.0

Information regarding the average size of sales was requested also from
a number of large firms in forest industry which do their buying of round-
wood in different parts of the country. The results include purchases from
private forests only and refer to the felling year 1956/57:

cu. m. solid measure

Firm A (Northern Finland) .............. 61
» B (Western part of Southern Finland) 58
» C (Eastern part of Southern Finland) 99
» D (Almost all of Southern Finland) .. 74

The average size of industrial wood sales from State forests according
to sales contracts in 1955/56—1957/58 is seen below. The values have been
obtained by dividing the estimated volume of sales by the number of
contracts. The information was obtained from the State Board of Forestry.
Retail has not been included in the data.
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Sales of standing Delivery sales

timber
1000 cu. m. — m3
1955/56 . ..o 6 900 4700
1956/57 . .o ovvviviiien.. 7 000 3400
1957/58 . .o 6 100 3500
Average for 1955/56—1957/58 6 700 3900

It has not been possible to obtain the statistics for the size and com-
position of sales from private forests in the Scandinavian countries. Inter-
views with a number of experts and the size composition of forest holdings
would suggest that there is a close resemblance to the sales in Finland.
The quantities sold at each time can, however, be expected to be some-
what greater on the average. It 1s also common to sell several kinds of
roundwood at each time both in Norway and Sweden.

The following figures (information of the Direktoratet for Statens Skoger)
describes the size of individual sales from the Norwegian State forests (the
figures refer to tdmmer only):

Felling Stumpage sales Delivery sales
year range average range average
number of trees cu. m.
1937/38 2 240—40 968 6 260 200—17 000 1970
1957/58 96— 9 305 1080 50— 8 500 950

The average size of individual stumpage sales from Swedish State forests
was 565 cu.m. in 1957 (information from the Domdnstyrelsen).

Figures indicate that the sold parcels apparently are on the average
considerably larger than those sold from private forests. A distinct re-
duction has taken place in the average quantity of sales in Norway since
1937/38.



5. Seasonal rhythm of the sales

The seasonal pattern of the market is often reflected in marketing,
especially in channels and methods of marketing, price formation, etc. and
is, in SCHAFER’s (1953) opinion, even as such a central part of market
observation.

The seasonal rhythm in the Finnish roundwood market has received
attention in various connections (e.g., Saart 1931, p. 6; REINIUS 1954,
p. 17) and the concentration of sales in the autumn characteristic of this
trade has been pointed out. The character of the rhythm has not yet met
with exact study. The difficulties encountered in making such a study are
very great since no uniform record of the sales has been kept, not to men-
tion seasonal statistics.

As to private forests the seasonal rhythm was first studied in the survey
of private forests by indicating the month when the sale was made. The
results were calculated for each month and converted to correspond to a
30-day month. Finally each monthly average’s percentage of the mean of
all months was computed. Although the data from two felling years is not
sufficient for determining the seasonal rhythm, they provide some picture
of the pattern (Fig. 2).

Per cent-7%

Fig. 2. Seasonal rhythm of sales
in private forests by main cate-

gories 1955/56—1956/57 (each
monthly average expressed as

-.~

~-.

percentage of the mean of 12-
month average). Data from the
survey of private forests.

- Kuva 2. Myyntien kausimaisuus
\\ ' yksityismetsissd tavararyhmittdin
1955/56—1956/57 (kunkin kuu-

kausikeskiarvon %,-osuus 72;kuu-
VMV X X X tnkukousi kauden keskiarvosta). Yksityis-
homtst . e e ot b ot metsien otantatutkimus.
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Fig. 3. Seasonal rhythm of sales
in private forests, 1934—38,
1950—58. Data from the felling
reports.

Kuva 3. Yksityismetsien myyn-
tien kausimaisuus 7934—38 ja
7950—58. Hakkuuilmoitusti-

lasto. W W X x X xi 11w N~ v

The material of the sample survey was also used for checking parallel
data obtained from another source; that is, the felling reports which are
required by the 1928 private forest law. This information has been avail-
able since 1934, and it facilitated the calculation of a seasonal index. The
index is computed for the periods 1934—38 and 1950—58 (Fig. 3) by
using the method introduced by CroxTton and CowbDeN (1949). Further,
it was possible to see how the seasonal rhythm had developed since the
1930’s. -

The data based on felling reports was compiled in the archives of the Central
Forestry Association Tapio from the monthly summaries of felling reports received by

district forestry boards. The reporting obligation is restricted only to such commercial
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tien (7 ja 2) sekd leimausten (3) 2---&% forests 1955/56, 1956/57~ Otonta-aineisto 1955/

kausimaisuus. Beesseene Markings 1954-57 - Leimaukset 1954-57.
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fellings as are specified in the private forest law of 1928. Generally, the felling report is
made soon after the sale has been closed. The date, however, is most often somewhat
later than the actual date of the sale. Since the board makes the summaries according
to the month when the report arrives, there is a slight lag between the actual seasonal
rhythm and that drawn on the basis of felling reports. In order to make a more accurate
determination of this lag, the monthly sales averages for the felling years 1955/56 and
1956/57 as obtained from the sample survey and from the felling-report data have
been compared with each other (Fig. 4).

The statistics on felling reports and the results of the survey of private forests do
not cover exactly the same population. First, the private forest law of 1928 leaves a
number of fellings outside the reporting responsibility. For this reason and because of
neglect in reporting, the statistics drawn up from the reports do not include all the
commercial fellings made in private forests. Furthermore, the felling-report statistics
refer only to the Finnish-speaking forestry boards. Delivery sales made by the forest
owners are often left unreported. On the other hand, felling reports are made also for
commune and company forests. These deficiencies, however, should not greatly alter
the picture of seasonal rhythm. Nor is it probable that the negative bias in the sample
survey would make the picture drawn of the rhythm essentially biased.

The various sources all indicate that the sales of industrial wood are
made most commonly during the last months of the year and that they
continue rather actively through the beginning of the next year. Figure 4
shows that the seasonal rhythm in the felling-report data has a lag of
about one month. No distinct differences in different parts of the country
could be observed.

In Finland the seasonal rhythm of sales is influenced by a number of
factors: climatic factors, seasonal rhythm in the exporting of forest pro-
ducts, the supply of labor, logging techniques, waiting done by sellers and
buyers, etc.

From the buyer’s standpoint, the reason for trading in autumn is, first
of all, that by then he generally can have some sort of idea of the export
market and exporting prices for the coming year. In addition, the labor
situation becomes more favorable after the harvesting of the summer’s
crop on farms has been finished. For technical reasons the felling of saw-
logs must be done during the winter. The hardwoods that will be floated
are felled for seasoning in August-September and therefore the sales usually
are made in July and August. This appears, though not distinctly, in the
curve picturing the seasonal pattern of the sales of heavy industrial wood.

The primary reason for the forest owners’ preference of autumn sales
is that only then, after harvesting, do they have enough time for the
planning of sales (e.g., for marking trees) and for other operations required
by the sales (in delivery sales). Most of the forest owners want to gain an
idea of the development of roundwood prices on the basis of auction
sales of the State Board of Forestry (held usually at the end of September).
Many forest owners do not make their final plans for sales before this. The
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so-called cash sales are made mainly in the spring when the extraction of
wood is completed, but due to their relatively small volume they are not
sufficient to prevent the dropping of the curve during the spring months.
— Thus there are factors on both buying and selling sides which contribute
to the concentration of the sales to autumn.

As could be expected on the basis of the reasons for seasonal rhythm,
the seasonal curve of the sales of industrial cordwood is somewhat (approx.
two months) ahead of the cycle in the sales of sawlogs (Fig. 2).

Some exceptional features especially in the development of export sales
of forest products, notably sawnwood can, of course, result in certain —
one to two months’ — changes in the seasonal pattern of roundwood sales.

The data on the rhythm of the sales from State forests was collected
from the State Board of Forestry for the years 1956—58. It consists of the
same sales as the material used in determining the average size of individual
sales. The results are presented in Figure 5.

The sales from State forests have two peaks: the sales of heavy in-
dustrial wood are made in the autumn in September-October; the in-
dustrial cordwood which is exchanged mainly through delivery sales is
sold in the spring after extraction. The hardwood logs are sold mainly in
July, but their relatively small quantity does not have any great influence
on the rhythm. The concentration of sales in two relatively brief periods
stands out conspicuously, even more so than the rhythm in private forests.
It is also interesting to observe the peak in September caused by the
auctions.
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No statistics showing the seasonal pattern of roundwood sales in Scan-
dinavian countries are available. Since the underlying climatic, technical,
labor, etc. factors are in general very similar to those of Finland its
is to be expected that the sales follow much the same rhythm as
in Finland.

It is important to note, however that the institutional basis for market-
ing is in the private forests of Norway and Sweden different than in Fin-
land (see Chapter 6). Annual roundwood sales, especially delivery sales, are
to a considerable part carried out after a collective price agreement is
closed between the forest owners’ and buyers’ organizations. The date of
agreement again is different in different years. For example in the felling
years 1956/57—1958/59 following dates are recorded:

Norway Sweden
Region I Region V
1956/57 27. 9. 1956 18. 9. 1956 15. 12. 1956
1957/58 20. 12. 1957 7.12.1957 No agreement
1958/59 23.10. 1958 18. 1.1959 21. 1.1959

The progress or lack of progress made in the price negotiations in vari-
ous years and the failure to reach an agreement cause considerable annual
institutional changes in the seasonal rhythm of roundwood sales. This ap-
plies especially to Norway where the main part of roundwood is sold on de-
livery terms through a forest owners’ association. In Sweden where stump-
age sales and direct selling from the forest owner to the consumer firm is
more common — and where the sales from the State’s forest follow their
own course — the influence of institutional factors is less pronounced. In
addition, a considerable number of contracts between forest owners and
their associations is closed at open price before the price agreement.

On the basis of recent institutional developments it is to be expected
that the seasonal pattern of sales in Scandinavian countries has been less
permanent in 1956—58 than before World War I1.

The seasonal rhythm of sales from the Norwegian and Swedish State
forests too is characterized by the concentration of the sales in autumn.
The auction sales (including only stumpage sales) of the Swedish Domén-
styrelsen took place in the felling years 1956/57—1958/59 as follows:

Norrland South Sweden
1956/57 3—15.10. 1956 22.10.—10. 11. 1956
1957/58 30.9.—8.10. 1957 9—30. 10. 1957

1958/59 No auctions 6—17.10. 1958
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Delivery sales are usually carried out during the season of September-
December often simultaneously with the sales from private forests. Only
some small parcels are sold in the spring.

No "spring peak” is thus discernible in the sales of the Swedish Domin-
styrelsen. The same applies to the Norwegian State forests. In this respect

there is a considerable difference between Finland and the Scandinavian
countries.



6. Institutional aspects of marketing

61. General

Institutional factors of marketing are defined in different ways by differ-
ent experts. KASkIMIES (1955, pp. 209—224), for example, defines them as
’organized economically relevant frames, which an entrepreneur has to
take into account in this activity”. He has listed them as follows:

a. general economic factors (finance policy, economic and social policy

etc.)

b. organizations and other group associations

c. trade customs.

MAYNARD and BECKMAN (1952, p. 17) define the institutional approach
as the ’anatomy’ (and functional as ’physiology’) of marketing, which
involve a study and description of ’each segment of the marketing mecha-
nism”’.

In this chapter a study dealing with the marketing anatomy in line
with Maynard and Beckman is carried out. On the basis of this the channels
of marketing will be dealt with in Chapter 7. Another important institution-
al aspect of this particular marketing research, i.e. trade customs, will be
studied in Chapter 8.

It was mentioned that the roundwood market is a buying market. In
Finland mainly the consumer and exporter or the producer (forest owner)
are responsible for the marketing functions considered in this study. Their
part in taking care of the different duties varies to some degree. At first,
there 1s some difference between each group of forest owners now under
consideration. Furthermore, there are differences especially among the
private forest owners stemming from the size of the property, local customs,
and individual habits.

Two principal practices can be distinguished in sales: stumpage sales
and delivery sales. In a stumpage sale the role of the forest owner is mainly
limited to the marking of the trees to be sold, to the sale itself and con-
firming (measuring) the quantity sold and possibly grading the quality of
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extracted wood at the point of delivery at a long-distance transportation
route.

Measuring in general is in a key position when thinking of the various
aspects of marketing. Thenceforth the buyer is usually responsible for the
timber. In some cases the buyer even has the long-distance transportation
done with his own equipment (truck transportation, private floating).
More common, however, is the practice by which he turns some stages
of transportation over to the railroads or private truckers. Even in these
cases he still must take care of the co-ordination of different phases of
transportation, intermediate storage, and in railroad transportation also
of loading and unloading

The floating unions constitute a special group of transportation agents.
They are formed through the co-operation of the buyers of roundwood, and
on some floating routes the unions are required by law so that they are
the only ones with rights to float on those water routes. The quantity of
wood transported by the floating unions of Finland was in 1956—58, ac-
cording to statistics compiled by PONTYNEN (1957, 1958, 1959), 9.5 million
cu.m. on the average, which means that approximately 40 9, of the total
quantity of industry’s roundwood and exported unprocessed wood was at
some stage transported by the floating unions. Many firms have to float
privately considerable amounts of unprocessed wood.

There are some exceptions to the aforementioned division of functions.
In Northern Fintand the forest owner often takes care of the private float-
ing (the floating from the place of delivery to the common waterway where
the floating union receives the wood) in delivery sales. The State Board of
Forestry employs this practice also at places in the southern part of the
country. There are also cases when it delivers the wood to the storage
yards at the factory (see Section 73).

62. Organization of marketing within a single enterprise

621. Sellers

The producers’ (forest owners’) organization for marketing varies ac-
cording to the type of ownership and to some degree according to the size
of holding.

The sales from private forests are made by the owner himself. This is
usually true for extensive forest holdings as well, even when the owner
has hired a professional forester for the other parts of forest management.

This rule has some exceptions. First of all, there are some rather large
private forest holdings where the management and also the sales negotia-
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tions have been given permanently to some forest agency. Sometimes a
local district forestry board, forest management association, or a profes-
sional forester is authorized to make an individual sale. This is a rather
common practice among forest owners who live a distance from their
forests. A third group is made up of forest holdings which by law are
subjected to regulation and where officials control the selling of wood to
maintain sustained management and sound felling practices. The techni-
cal aspects of marketing are left for the forest owner. At the end of 1958
there were approximately 37 000 such holdings and the total forest area
was about 0.8 million hectares (information from Central Forestry Associ-
ation Tapio).

There is reason to underscore the fact that in almost every instance
the initiative for the sales — on the supply side — comes from the forest
owner. He decides when and also often what is sold.

The marketing from State forests is directed by the State Board of
Forestry, mainly by its Business Department. A special statute (As. 140/
1922 with certain revisions in 230/1931) outlines the sales procedure. The
sales are made by different levels of administration depending on the type
of sale. The auction sale is made, according to the Sales Statute of 1922
(§ 18) if not ordered otherwise, by the regional office aided by the local
district forest manager. The approval or rejection of the bids, however,
has been made by the State Board of Forestry on the basis of the auction
records. Until World War II the auctions were arranged by the regional
office, although they were planned and put into effect under the direction
of the State Board of Forestry. Since 1953 the auctions have been central-
ized under the State Board of Forestry which has authorized a special
college to decide on the approval of the bid immediately at the actual
auction.

Contracts are made through the State Board of Forestry except for
those of more than five years, which according to the statute on forest
administration (As. 167/1921) must be submitted to the Government. The
same statute also states that sales exceeding 100 000 Fmk., bids in auction
sales, contract sales of more than 3 years, and the principles in the setting
of prices must be discussed in the staff meetings of the Department of
State Forests. Otherwise the selling of wood belongs to the Business
Department.

The auction sales and contract sales have been during the period studied
the principal means of marketing from the State forests. Retail selling,
which is limited mainly to local marketing, does not belong within the
scope of this investigation.

Although marketing from State forests is taken care of by the various
levels of the State Board of Forestry, the operations are rather centralized.
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This is the case even for the reason that a decisive part of the sales is
made by the central office, the State Board itself. Even for the part that
some marketing tasks are delegated to lower levels of the organization,
the Board oversees their work as a supervisory organ.

622. Buyers

The purchases of roundwood by each enterprise in forest industry are
directed to a certain buying territory which is determined mainly by the
location of the industrial plants, their size (demand for roundwood), and
transportation routes to the plants. Since in Finland floating is the most
important form of transporting, the procurement areas depend especially
on the waterway systems. The forests that the company possibly owns also
have some influence on the area. Further, the formation of wood-procure-
ment territory is subject to competition by other wood-consuming in-
dustries: the purchases can be directed to areas less favorable in terms of
transportation if the additional transportation costs can be compensated
by lower stumpage (EiNoLA 1957, pp. 32—36).

The areas from which the exporters of unprocessed wood make their
purchases are determined by the connections to harbors (or to border rail-
way stations), but also competition in the area has its influence.

The organization in buying varies to some extent on the basis of the
type and size of the enterprise. Some individual differences occur also be-
tween enterprises of the same type.

In large enterprises of forest industry the buying of roundwood is done
by a relatively independent forestry department which is under the direction
of a forest chief. The magnitude of annual purchase is decided by the
management of the firm on the basis of production plans. For the actual
buying and extraction the organization of the forestry department may
consist of:

1. supervisory or inspection districts (chief forest officer as foremany

2. forest management districts (district forest officer)

3. district superintendent districts (district superintendent)

4. district foreman districts (district foreman)

5. foreman districts (foreman)

(HALMEKoOSKI 1955, pp. 86—91).

Chief forest officers are found only in a few of the largest forest enter-
prises. Also the district superintendent and the foreman steps are often
combined (cf. REINIUS 1954, pp. 9—12).

The forestry department is in charge of the buying of roundwood with
all related tasks and also of its storage and transportation to the factory.
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In some cases wood that has been purchased is resold to other forest com-
panies or exported. Furthermore, the forestry department is responsible
for the administration of the forests which the company might own (HAL-
MEKOSKI 1955, pp. 12—17).

The general practice is that the forestry department, after designing
‘with the management of the firm the general plan for the procurement of
roundwood for a certain logging year, sets the approximate quotas for each
forest management district and these in turn pass it down to lower levels
-in the organization.

The purchases from private forests are usually made by a district fore-
man or a district superintendent and only seldom, principally in the case
of a bigger purchase, by the district forester. In some enterprises the senior
foremen also have the authority to make purchases. The buying by the
personnel is based on position authorization. Only in rare instances are
“they authorized exclusively for buying.

Administrative measures related to logging are taken by the buying
personnel during the buying period and especially following it which
makes it possible, especially for large companies, to maintain a local
marketing organization. This assigning of different kinds of jobs to the
purchasing agent is characteristic of the roundwood market. Partly it is
-caused by seasonal rhythm in buying activities and partly it is the cause
of it.

Buying from State forests is most commonly done by the forest chief,
in some cases the district forester. The buying and exchanging of round-
-wood between companies are usually done on forest management levels
(HALMEKosKI 1955, pp. 106—109). The matters of principle are usually
settled by the forest chiefs and the practical measures are taken care of
by district foresters.

The industrial plants and exporting organizations owned by forest
-owners have at times managed with less purchasing organization by taking
-advantage of the purchasing and delivery services of the district forestry
boards and forest management associations.

The buying organization of small industrial enterprises is considerably
smaller than the organization in large companies and much more variable.
It can be made up of a forestry department under the direction of a forest
officer or a forest technician who is called the district superintendent and
who has a varying number of foremen under him. The smallest sawmills
have no forestry department, but the director of the mill, who usually is
-also the owner, takes care of the purchasing of roundwood.

The exporters of unprocessed wood maintain greatly varying types of
‘buying organizations. First, some exporting is done by industrial enter-
prises. In this instance the buying is done together with the purchases of
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roundwood for the industry’s own utilization or else the wood is extracted
from the company’s own forests. Another important exporter is the State
Board of Forestry which gets the wood from State forests. In this case the
forest owner itself makes the sale either directly or through an agent to a
foreign buyer. The third group, and also the one with the greatest volume
of export, is made up of the actual exporting firms. The largest ones,
although only few in number, have almost the same kind of organization
as the middle-sized industrial companies. The numerous smaller exporting
firms have their buying organized mainly on the same lines as the small
sawmills. Often the firm has a special forest chief or something correspond-
ing and several local purchasing agents. The very smallest firms have no
special buying organization at all, but the entrepreneur himself is in charge
of the purchases of unprocessed wood and transportation to the harbor
(border stations).

63. Buyer and seller associations

631. General

The basic subjects of the roundwood market are the forest owners on
one hand and forest industry and exporting enterprises on the other.In
market research, attention is often given to the combinations and uniting
among the sellers or buyers which alter the character of the original”
supply and demand. This kind of combination—regardless of its legal
nature—may have different kinds of objectives. They may try to influence
price formation, rationalize marketing, etc. They also may influence
marketing channels and methods and technical aspects of marketing in
general. In this investigation the combinations are considered primarily
from this last point of view.

632. Sellers

Among the private forest owners the interests have been directed for a
long time toward business co-operation. The first plan having these ob-
jectives was probably designed by Pellervo Society, a central association
for Finnish agricultural co-operation, which in 1907 designed rules to serve
as a model for forestry co-operatives and forestry associations. Their purpose
was the centralization and control of sales so that the co-operatives could
have exclusive rights for selling the wood of member forest owners. It was
also intended to establish forest industry owned by the forest owners and
thereby promote the demand for wood, control stumpage prices, and seek
profit from the processing industry. However, the plans never led to any
mentionable practical results (HoLoPAINEN 1957, pp. 134—138).

4
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The Forest Center of Forest Owners Ltd. (Metsinomistajain Metsikes-
kus Oy), a central business association of forest owners, was founded in
1921, which with its subsidiary companies had the original purpose of act-
ing as a middleman in the delivery of wood for forest industry and of
engaging in the processing of wood and the export of forest products. Its
activities reached their peak in the latter half of the 1920’s when the
organization had 11 subsidiary companies. In the early 1930’s the depres-
sion weakened the organization to such an extent that only five subsidiaries
continued to function, but even they were rather loosely connected to the
Forest Center. In 1957 the firm merged with the Co-operative Society
Forest Union (Metsiliitto i.l.), founded in 1947. The former subsidiary
companies have continued to function as local independent enterprises.

The third important stage in the sales co-operation of forest owners
is marked by the founding of the Forest Union Ltd. (Metsiliitto Oy) in
1934, with its most important function as an agent and exporter of pit-
props and pulpwood in the same manner as the Forest Center. In 1947 it
was reorganized under a new name, the Co-operative Society Forest Union
(Metsdliitto i.l.). This is a co-operative which can be joined by forest
owners by purchasing a certain number of shares depending on the size of
their forest property. In the Swedish-speaking coastal areas of Finland
there have been three local organizations resembling the Forest Union
which now have either discontinued their operations or have joined the
Forest Union. Its membership amounted in 1958 to 54 000.

The Forest Union and Cellulose Co. Ltd. of Forest Union (Metsiliiton
Selluloosa Oy), which was founded by the former in 1953, and their sub-
sidiaries now form the core of the business and industrial co-operation of
forest owners. From the standpoint of roundwood marketing they are most
important function-wise in their acting as buyers. It can be assumed that
since they belong to the forest owners, they are better adapted than other
enterprises to those buying methods which for some reason are preferred
by the forest owners. Through increasing the demand for roundwood and
competition on the market, their policies can bring certain price benefits
to the forest owners.

In Southern and Western Finland the first forest management associa-
tions were founded as early as 1907. The actual development of these as-
sociations took place in the 1930’s and 1950’s. In the 1930’s they covered
most of the country; in the 1950’s their work became more effective mainly
due to the law on forest management associations passed in 1950 (cf. HoLo-
PAINEN 1957, p. 146—).

The forest management associations exist through the combining of
forest owners usually within a commune, and their purpose is to hire pro-
fessional foresters to advance both forest management and the marketing
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of wood within the area affected by the association. The impact of the
forest management associations on the marketing methods for roundwood
from private forests has been greater than the influence of any other com-
bination. Especially in the 1930’s the associations were very interested in
business, which was shown, for example, by setting up special sales com-
mittees for the purpose.

Since 1941 the associations have formed provincial Leagues of Forest
Management Associations, and the organ for their co-operation, the Forestry
Council of the Central Union of Agricultural Producers was founded in 1942,
This together with the central forestry associations and forest management
association leagues has co-ordinated the business activities of the forest
management associations. Furthermore, the Forestry Council has been an
initiating force in matters concerning the marketing of wood from private
forests (see Section 84).

It has been observed that the Stafe forests under the State Board of
Forestry have the character of one big enterprise with centralized market-
ing of unprocessed wood.

633. Buyers

Uniting is traditionally a common phenomenon with the buyers of
roundwood, especially within forest industry. First, there has taken place
a merging of independent enterprises into several very large firms. The
quantities of unprocessed wood bought by a firm have, in the long run,
been increased also by the expanding capacity of factories, which is es-
pecially true for the woodpulp industry. The founding of new plants within
an enterprise has had the same effect. One form of centralization in the
buying becomes evident through the fact that the number of economically
independent enterprises is smaller than the number of nominally (juridi-
cally) independent; in other words, some nominally independent enter-
prises have a common management and a common forestry department
(HaLmEKoOsKI 1955, p. 10).

Co-operation by enterprises also appears in many forms. The Central
Association of Finnish Woodworking Industries and its several member
organizations (especially the Finnish Sawmill Owners’ Association, Koivu-
keskus, etc.) represent a close public co-operation which also has some
influence on the marketing of unprocessed wood (see, for instance,
Section 84).

A less conspicuous form of co-operation within forest industry appears
as so-called buyers’ rings. They have been discussed for decades but very
little information about their activities comes before the public because
usually they are not public organizations nor have they been registered.
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They operate within the main divisions of forest industry and within
certain regional limits usually determined by the areas affected by water-
way systems. These kinds of buyers’ rings appear at least within sawmill
(log-buying unions), plywood, and woodpulp industries.

The buying of pulpwood is perhaps the farthest developed in this
sense. It is organized by the Pulpwood Union (Teollisuuden Paperipuuyh-
distys), founded in 1947, with its functions stated in the rules including
such things as promoting and rationalizing the procurement of industrial
cordwood for its members and functioning as a stabilizer on the cordwood
market. For example, it collects and compiles statistics concerning the
buying of pulpwood by the members. All enterprises in the woodpulp
industry are members of this organization.

The major purpose of the buyers’ rings is perhaps the maintenance of
uniform price policies and the distribution of purchasing areas (e.g., REI-
NIUs 1954, p. 15, indicates this). The interests are thus more in the field
of buying and price policies than in the functional aspects of marketing.
Consequently there is no special need to consider them in any detail
in this investigation. The buying and marketing functions in general are
taken care of by the enterprises. 1t should be pointed out, however, that
the buyers’ rings can also have the rationalization of buying activities as
one goal: by distributing the purchasing areas among the entrepreneurs
a certain degree of centralization in the buying and procurements is
possible.

Within the exporters of unprocessed wood the buyers’ rings probably
do not exist.

64. Scandinavia

641. Norway

The private forest owners of Norway joined together at the beginning
of this century to form associations, each of which extended its influence
to the areas affected by a waterway system; the first of them, Glommens
Skogeierforening, was established in 1903 and their central organ on a
national scale, Norsk Skogeierforbund, in 1913. The primary goal of the
associations until the late 1920’s was to pursue the economic interests of the
forest owners. In 1929 reorganization took place: the associations of forest
owners operating on the basis of the range of waterway systems were made
into sales associations (salgsforening). Their central organ has borne the
name the Norwegian Forest Owners’ Association (Norges Skogeierforbund)
since 1932. Even before the sales associations were formed there had been
a number of local societies with similar functions covering one commune
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or a slightly larger area (GRAMBO 1933, p. 14). After the establishment of
the sales associations, the societies (skogeierlag) have continued their work
as part of the organization. The organization thus includes four levels:
forest owner — local forest owners’ society — district sales association —
The Norwegian Forest Owners’ Association.

The information given below illustrates the growth of the organization
in 1938—58 (Arsberetning 1938/39, 1958/59).

1938 1958

Number of:
district sales associations . .... 15 22
local forest owners’ societies . . . 191 447
members (forest owners) ...... 18 350 48 540

The rapid expansion of the organization which took place between 1938
and 1958 was mostly due to the new areas that came under the influence
of the organization and to the forest owners in the old areas who became
members.

In 1950 the owners of large private forests associated to form the Skog-
bruksforeningen -av 7950 mainly to advance the members’ forestry in
general. This association, with some 200 members at the end of 1958 and
approximately one million hectares of forest land, does not directly take
part in the actual marketing activities. The principal reasons for this derive
from the fact that many owners of large forest areas have their own pro-
fessional personnel and are engaged in their own forest industry. Some
members of this association, however, also belong to the subdivisions of
Norges Skogeierforbund.

Since 1929 the organization of Norwegian forest owners has mostly
functioned in fields of marketing, more specifically in the following two
aspects:

a. the making of agreements with the buyers concerning roundwood

prices;

b. the carrying out of practical marketing functions.

Before World War 11 the agreements on the prices of wood were made
with sales associations, although preliminary discussion on prices was done
within the central association. After the war price negotiations gradually
shifted to central associations representing the buyers and the sellers,
although the opinion of the sales associations is brought up through repre-
sentatives in the price negotiation committee appointed at the annual
meeting of the central association.

The practical marketing functions are taken care of mostly by sales
associations. The local skogeierlegs function mainly as an organ of com-
munication between the district sales associations and the forest owners.
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It also has the task of listing those forest owners who want te sel! timber
each year.

There is no special marketing organization for the Stafe forest of Nor-
way but the marketing is, for a great part, delegated to local administra-
tion (to district forest officers). The central organ, The Department of
State Forests (Direktoratet for Statens Skoger),! however, directs market-
ing in accordance with the prevailing regulations.

The marketing organization of the buyers in larger forest enterprises
consists of a forestry department directed by a forest chief (témmerchef).
The department is to supply the unprocessed wood required by the in-
dustry. Its tasks, and accordingly its personnel, are relatively less numerous
than in Finland and also in most of Sweden.

The buyers in Norway are highly organized. There can be distinguished
two kinds of organizations as far as the purchasing activities are concerned.
First, there are the central organizations on the national level representing
the various kinds of forest industry—sawmill industry (central organiza-
tion established in 1933), woodpulp, cellulose, and paper industry (1940),
fibreboard industry (1942)—which usually have the majority of the enter-
prises of the branch as members. These central organizations of the three
major forest industries collectively negotiate through their representatives
on the prices of roundwood with the representatives of the forest owners.

The sellers’ and buyers’ negotiations on the national level on prices
and other principal marketing questions is the unique feature of the Nor-
wegian roundwood market. ZrvNuska (1959, p. 32) has named the prevail-
ing situation bilateral monopoly.

Secondly, there are the associations representing the different fields of
production (Norges Sulfattommerkdépernes Forening, Cellulosatommerkd-
pernes Forening, and Skurtommerkdpernes Forening) with their regional
branches functioning by waterway areas at least in some parts of the
country. These are responsible for dividing unprocessed wood among the
member enterprises (cf. Oversikt No. 2, 1957, pp. 96—112). They resemble
the buyers’ rings of Finland except that they co-operate with the local
organizations of forest owners.

In 1955 the central buyer organizations and Norges Skogeierforbund
made an agreement on the procedures to be followed in procurement
negotiations. The Skogbruksforeningen av 1950 was also present, repre-
senting the sellers despite the fact that it does not take part in the actual
price negotiations. The agreement was renewed in 1959 for three more
years (cf. Avtale om ... 1955 and 1959).

1 Established July 1, 1957. Prior to that date the Norwegian Crown forests were
under the general Department of Forestry.
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Buyers of unprocessed wood other than the forest industry have their
organizations which also make bilateral price agreements with Norges
Skogeierforbund. The central organization of pole buyers can be mentioned
as an example. The price contracts on sleepers are made with the State
railway sleeper office.

It ought to be emphasized that the actual marketing operations such
as the making of purchases are done by the buying enterprises and not by
the buyers’ associations (see Chapter 7).

642. Sweden

In Sweden as in Norway large private forest properties with a salaried
forester are relatively more common than in Finland. These professional
men also take care of the marketing under the direction and supervision
of the forest owner. Most of the private forests in Sweden, however, belong
to farmers and the marketing functions are taken care of by the owners
themselves.

Commercial associations of the forest owners were formed in Sweden
in the 1920’s and early 1930’s as local forest owners’ associations (skogs-
dgareforening) operating most commonly on a provincial basis. From the
first associations which were primarily concerned with promoting silvi-
culture grew gradually a trading organization. Particularly the need to
create demand for roundwood, especially for small-sized timber during
the great depression in 1929—32, contributed to the re-constitution of the
associations and to the establishment of new associations in the beginning
of the 1930’s. Prior to World War II the associations did not yet have
any great importance in marketing, although by 1938 there were already
31 of them with approximately 12 000 members.

During World War II and afterwards the organization expanded
rapidly. At the end of 1958 there were 24 forest owners’ associations with
about 126 000 members (including 4 400 non-forestowner members). The
forest land in the possession of these members was approximately 6.5 mil-
lion hectares, which represents some 29 9, of the productive forest land
of Sweden and 57 9 of the total area under private ownership. The number
of forest-owner members is thus about 51 9/ of the total number of forest
owners (according to Census of Agriculture, 1951). The percentage of
members is higher in large than in small owner classes.

In 1932 a central organization for the associations, the National Federa-
tion of the Swedish Forest Owners’ Associations (Sveriges Skogsigarefor-
eningars Riksforbund, SSR)! was established.

1 In the following the abbreviation SSR is used.
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According to the present rules, which were in effect in 1956—58, the
goals of the commercial activities of this forest owners’ organization are
much like those in Norway:

a. the making of general agreements on prices with the buyer associ--

ations and some large individual buyers;

b. the handling of practical marketing functions;

c. the distributing of marketing information;

d. the bringing about of just measuring regulations and contract con--

ditions.

In addition, the Union promotes the general economical interests of
the forest owners and in the 1950’s has extended its work to include pro-
fessional aid for forest owners in the same way as done by the forest
management associations in Finland. In some areas (particularly in south--
eastern Sweden and near Stockholm) the forest owners’ associations have
been especially engaged in forest industry. However, the industry is usually-
organized as limited companies of which forest owners’ associations, SSR°
and — in some cases — also individual forest owners are stockholders.
(Skogsbonder . . . 1957, pp. 111, 116).

The activities in points a—c_ are mostly carried out by the forest
owners’ associations or collectively by several associations. SSR aims.
toward co-ordination and support of the member associations especially
by making general agreements on prices and terms of marketing with the
buyers’ organizations and by providing experts for more local price negoti-
ations. The organization’s export of unprocessed wood has been concen-
trated and the interests on forest policies mostly concentrated in the SSR.
Likewise, the selling of sleepers to the State railways is carried out by
SSR.

Prices of roundwood (pulpwood and sawlogs) are negotiated collectively
between buyers and sellers within five price regions which are indicated in
Figure 7.

The State (Crown) forests of Sweden are under the care of a special
central board (Domdnstyrelsen, The Royal Board of Crown Lands and
Forests). Local administration consists of 11 regions and these again of 110
districts. For the marketing of roundwood Dominstyrelsen has a special
sales department directed by a sales chief (forsiljningschef). The district
forest officers are responsible for the local retail sales.

Special public status and regulations [DRS, dndring nr 174 (1. 10..
1947), nr 178 (1. 1. 1948), nr 174 (1. 6. 1952), nr 245 (1. 1. 1958)] determine
the procedure in roundwood marketing. According to these marketing is.
organized along much the same lines as in Finland: the Domdnstyrelsen,
mainly through its sales department, outlines the marketing policy and
carries out certain marketing functions assisted by the local administra-
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Fig. 7. Districts of forest owners’ associations and main price regions in Sweden.
Kuva 7. Ruotsin metsinomistajayhdistysten toiminta-alueet ja ns. hinta-alueet.
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tion. The most marked difference compared with the Finnish procedure is
the greater responsibility of local administration in marketing. Auction
sales and certain other sales are mainly carried out by regional forest
officers (Gverjdgméstare) and even district forest officers (jagmistare).
Local retail sales are wholly delegated to the district forest officers.

The similarity with Finland can even be seen in the lack of co-operation
between the sales organizations of the Dominstyrelsen and those of private
forest owners.

The buyers’ organization in the roundwood market is largely similar to
that in Finland and Norway. Each big and middle-sized firm has a special
forestry department — headed by a forest chief — responsible for the
administration of the company’s forest and for the purchasing of timber
from other forests. This organization is composed mainly of permanently
salaried personnel but partly both in Sweden and Norway of purchasing
agents working on a commission basis (see Chapter 7).

On the buyers’ side there is no formal central organization which would
correspond to SSR. The forest industries’ committee for co-operation
(Skogsindustriernas Samarbetsutskott), in which the five central organiza-
tions of the Swedish forest industries (Swedish Cellulose Association, S.
Woodpulp A., S. Pulpmill A., S. Timber Exporters’ A. and S. Wallboard
A.) are represented, is mainly concerned with general forest and industrial
policies and does not directly take part in price negotiations or marketing.

In the price regions I, IT and V (see Chapter 7) there is a local associ-
ation of roundwood buyers named Virkesforening (Nordsvenska Virkesfor-
eningen, Hailsinglands V. and Sydsvenska V.) representing organized co-
operation within the forest industry. They represent member firms es-
pecially in the price negotiations.

Small roundwood buyers do not as a rule belong to the buyers’ as-
sociation. In regions IIT and IV no formal association exists. Price negoti-
ations concerning pulpwood are carried out, however, by ”’Dala-industries”
and ”Warmland-industries” which indicate certain co-operation between
industrial companies.

In regions I—II buyers’ associations comprise both sawlog and pulp-
wood buyers and the general agreement on prices and marketing conditions
closed between SSR and the corresponding Virkesforening covers both as-
sortments. In regions I1T—V these two main groups of forest industries
act more separately — and sawmills also more locally. The general agree-
ment covers only pulpwood whereas sawlog prices are negotiated between
the local forest owners’ associations and either corresponding sawmill
owners’ association or individual sawmill owners.

The aforementioned buyers’ associations and some other less public
forms of co-operation, which resemble largely the regional branches of the
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forest industries’ associations of Norway take no part in the actual market-
ing functions, that being in all Northern European countries a concern of
the enterprises themselves.

The uniting of enterprises has been important also in Sweden. The
Swedish Cellulose Co. (Svenska Cellulosa AB), which is made up of 16
merged enterprises, serves perhaps as the best example. Matchstick manu-
facture belongs entirely to one firm (Svenska Tdndsticks AB.). The State
railways are, practically speaking, the sole buyers of sleepers for the home
market.

Enterprises in Norrland are, on the average, bigger than in the middle
and south of Sweden.

Among the exporters of roundwood there are a number of small firms,
which have organized their roundwood buying in much the same way as
in Finland.

7. Channels of marketing and methods of sale

71. Terminology

Channel of marketing or trade channel, also called channel of distribution
(particularly when speaking of the marketing of consumer goods), has been
given various definitions in marketing literature. Many American experts
agree with the definition used by MAYNARD and BECkMAN (1952, p. 40):
”The course taken in the transfer of title to a commodity constitutes its
channel of distribution.” It is rather common in American literature to
find included in the definition a more exact mention of the direction and
object of marketing, in the same way as done, for instance, by NysTROM
(1951, p. 219): ... the course of ownership taken in the transfer of title
to it as it moves from manufacturer or producer to the final consumer.”

A crucial point in the definition of the trade channel is the question:
what kind of middlemen should be included in it? Is the channel of market-
ing composed only of those middlemen (wholesalers and retailers) who take
the title to the goods or should also other middlemen (agents, brokers, etc.)
be included? MAYNARD and BECKMAN (1952, p. 11) call the former merchant
middlemen and the latter functional middlemen.

KAsKIMIES (1955, p. 42) — like many other authors — includes only
merchant middlemen in the channel of distribution whereas, for example,
MAYNARD and BECKMAN (1952, p. 40) and PHiLLIPs (1950, pp. 134—135)
count also functional middlemen as a part of the channel.

Numerous special features of the marketing of roundwood are better
illustrated if the broader definition is applied. Therefore, channel of
marketing in the present investigation is understood to include also
functional middlemen. This does not, however, invalidate the basic difference
between the two types of middlemen, particularly regarding risk bearing.

Consumer and consumer firm in this study refer not to the ultimate
consumer of the product but to the industrial user and exporter of round-
wood.!

1 l?rrlﬁ;nany cases processing firm would therefore be better expression.
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The analysis of the channel of marketing can be concentrated on
various aspects, for example, its structure and length. Both of these aspects
will be considered in the present study.

Methods of marketing — for which ”methods of sale” is often used —
can, at least in principle, be distinguished from the term ’channel of mar-
keting”. In this investigation as well as in many others they refer to the
means of contact between different middlemen and the forms of transfer
of ownership. The decisions of whether to sell the product by auction or
negotiation, the use of written contracts, etc., belong with the methods of
marketing.

The channels and methods of marketing in the roundwood market are
closely interwoven. Therefore, it has seemed appropriate to consider them
side by side. The close relation between the two is shown also by the fact
that all researchers do not even make a distinction between them. For
example, SEYFFERT (1951, p. 438) considers the channels of distribution
( Absatzweg) as including all activity ( Vertriebseinrichtungen) in the trans-
fer of goods from the seller to the buyer.

KaskiMIES (1955, p. 59) emphasizes the need to devote attention to
the functions of trade when studying the channels of marketing. Earlier
(Section 11) a brief mention was made of the primary functions which
will be discussed in this investigation. The buying and selling functions,
and more specifically the contact between the roundwood buyers and
sellers, must be considered together with the channels and methods of
marketing. CoNVERSE and Huecy (1946, p. 56) divide these primary
functions into the following marketing components:

1. Buying functions:

a. Determining needs
b. Seeking sellers (describing the source of supply)
c. Negotiating prices and terms
d. Transferring ownership
2. Selling functions:
Creating demand
Finding buyers
Informing buyers
Negotiating prices and terms
e. Transferring ownership

Since a very great number of private forest owners participate in the
marketing of roundwood in all Northern European countries, special
problems are involved in establishing contact between the buyers and
sellers. For example, selling by samples is not possible in the roundwood
market. Nor is it a custom to collect the roundwood to be measured and
priced in a relatively small number of distribution centers, a practice com-

e T
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mon in the marketing of milk, meat, and several other agricultural pro-
ducts. The exchange has, however, a very definite local character. One
reason for this is the fact that each allotment is characterized by its own-
log size and quality. Furthermore, rational transport to factories, export
harbors, etc., requires in casu solutions. Accordingly, establishing contact
between buyers and sellers is one of the essential problems in the marketing-
channels and methods of roundwood and therefore the question will be
of special interest.

72. Private forests

721. Direct selling

The Definition Committee of AMA (American Marketing Association,.
1948) defines the concepts “direct marketing”, “direct selling”, as “’the
process whereby the producer sells to the user, ultimate consumer, or
retailer without intervening middlemen.” ScHAFER (1953, p. 87) as well
as a number of other investigators uses ”direct marketing” (direkter Absatz,
direkter Verkauf) to mean the selling by a producer directly to a consumer.
The definition should not, however, be understood in such a way that the
whole marketing process is carried out by the producer (cf. KASKIMIES.
1955, p. 49).

In this investigation direct selling is used according to Schifer’s defini-
tion.

The marketing of roundwood from the private forests of Finland has.
for a rather long time been characterized by the buyers seeking out the sellers,
a method named collection trade, by RANINEN (1954, p. 40). The buyer’s-
representative, i.e. a salaried official of the firm’s forest department, has
got in touch with the forest owners in his district, appraised the forests,
noted the possibilities for obtaining the required products, estimated the
quality of roundwood being offered for sale, determined other basic factors
for pricing, and made an offer. If the sale has been made, a contract has.
been written and the buyer has sent his man to mark the trees for cutting.
Earlier there were even instances when the felling was started without
marking in advance.

The seller’s position was inactive. However, there have been cases
when the forest owner has indicated his intentions for sale to the local
representative of the buyer. When the buyer’s representative has been in
the same community for a longer period of time, a rather permanent
relationship between him and the forest owners has sometimes developed.

The great number of forest holdings and the further increase in the
number and the simultaneous decrease in the size of individual sales signi--
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fy that completely random seller-seeking becomes laborious and expensive.
In order to increase the efficiency of sales, the buyers should be as well
informed as possible beforehand about the possibilities and sales plans of
the forest owners.

A certain development in the buying procedures has been introduced
by the advanced marking of timber through the seller’s initiative, which
practice is becoming more common. The answers to marketing question-
naire (Question Series 2 in the Appendix) show that in most (93 9%,) of the
-communes in Finland the marking of trees prior to sales negotiations is
the dominating practice. The other alternative is common primarily in
Northern Finland.

The increase in the presale marking of timber has in turn been largely
the result of extension activity by district forestry boards and forest
management associations. In this respect the increases of professional
personnel — timber markers, for instance — in the 1930’s and afterwards
have been of special importance. The survey of private forests showed that
the experts of these organizations had marked in the whole country an
average of 73.5 9, of the commercial industrial wood removals in 1955/56
and 1956/57. The percentage was lowest (59.5) in district 19 (Fig. 1) and
highest (89.3) in district 14. There is no dependable record of what this
proportion was before World War 11, but according to assessments made
by Tapio it has been estimated as about 30 9; for the whole country in
1929—1938 (Keskusmetsdseura Tapion toiminta v. 1938, p. 115).

The marking of trees is often considered mainly a silvicultural pro-
-cedure. However, when preceding a sale, it is also a marketing operation.
First of all, it indicates the intentions of the forest owner. The product
-composition of the marked timber is also estimated at that time.

It has indeed become a common practice for the buyers’ representa-
tives to plan their actions on the basis of the local forest adviser’s list of
markings already made or ordered to be made in order to avoid useless
inquiries.

Generally the time of marking the timber is so late that the seeking
out of potential sellers solely on the basis of the forest adviser’s list is in-
-adequate. This appears from Figure 4 which pictures the seasonal rhythm
of timber marking among Finnish-speaking forest management associ-
-ations as monthly averages for the period 1954—57. The drafts have been
made from data collected by the Central Forestry Association Tapio (cf.
MATILAINEN 1958). The data also includes fuelwood and a small amount
of wood for home consumption.

{ The marking is usually somewhat ahead of the sales, but the interval
“is too short to permit the already-executed timber markings to be the
-only grounds for trading. For that reason alone there is also nearly random
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inquiry of buying plans. Even then all the private forests in the buying
territory of a certain enterprise will not be contacted by that enterprise.
In areas where buyers’ rings are active, they distribute the forest properties
or even greater forest areas among the members. Moreover, the buyer’s
representative’s previous knowledge of the forests of his buying district
can be a guide in deciding where to go to make offers.

The sellers, especially the owners of small forest properties, also take
the initiative in informing the buyer’s representative about their sales
plans. Advertising a sale in the newspapers is not common among private
forest owners. Neither is it typical for the buyers to use newspaper adver-
tisements. Advertising is used primarily by small-scale buyers of special
products (e.g., poles for export).

These different means of contact formed one object of interest in the
survey of marketing methods (Question Series 1 in the Appendix). The
results are given in Table 8 and Figure 8.

In the majority of the communes in Finland (69 9%,) the most common
means of establishing contact between the buyer’s representative and the
seller is that the buyer learns of the sales plans from the timber-marking
lists of the forest management associations and district forestry boards.
Aside from that, the two alternatives mentioned above have probably been
almost equally common.

The answers to the marketing questionnaires support the assumption
that in the roumdwood market first contact is usually made by the buyers.
The sellers seem to have the initiative in Northern Finland (Figure 8) and
on the southern coast (in the area of the Helsinki District Forestry Board)
where joint offers made through the private forest management districts
have been the principal means of introducing wood into the market.

It can be observed that the increased timber marking activity of the
district forestry boards and the forest management associations has created
a more solid basis for contact between the buyer and seller and thereby
probably has increased the efficiency in making the sales. Furthermore,
the contracts can now be made on more definite terms because of the in-
formation about the quantity of wood, the distribution among tree species
and types of roundwood, sizes of stems, etc. (see Section 87).

722. The business agency function and service by forest management associations

7221. Collective sales

An earlier part (Subsection 632) has considered the co-operation of
forest owners for marketing purposes. These owners’ co-operatives have
two distinct forms of co-operation: collective sales and commercial service.

5
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Table 8. Means of contact between the seller and buyer in private forests, 1956—58.
Taulukko 8. Myyjdn ja ostajan kosketusten syntyminen yksityismetsissi 1956—58.

Communes : Frequency
Means of contact Kuntien : value
Ostajan ja myyjdn kosketuksen syntyminen Runsaus-

number % e

1 2 3 4

1 a. The buyer finds out about sales plans and
makes an offer at random going from house
to house — Ostaja selvittdd myyntiaikeet ja
tekee tarjouksen umpimdhkdisesti talosta
taloon kulkien . ........................ 65 14 774

I b. The buyer makes an offer by using the
marking records of the Forest Management
Association and District Forestry Board
advisers — Ostaja tekee tarjouksen kdyt-
tden hyvdkseen mhy:n ja mhl:n neuvojien
leimikkoluetteloita . ..................... 331 69 1222

1 c. The seller contacts the buyer — Myyjd
ottaa ensinnd kosketuksen ostajaan (joko
yksilollisesti  tai  kollektiivisesti mbhy :sten
valitykselld) .......................... 84 17 777

Total — Yhteensd . ........................ 480 l 100 | —

The forest co-operatives and associations which were planned by the
Pellervo Society were intended to promote collective sales among the forest
owners. The Finnish Forestry Association also took an interest in the matter
and designed in 1907 a special contract form to be used in collective sales
(HoLoPAINEN 1957, pp. 136—138, 239).

In the execution statute of the Private Forest Law in 1928 (As. 366/
1928), one of the functions of the central forestry associations was "’to
direct the work of the district forestry boards in such a way as to bring
about collective sales.” This is an indication of how the public forestry
policy favored the advancement of collective sales.

It can be said, omitting special cases, that collective sales have been
made only from private forest management districts and forest manage-
ment associations, first independently and later with the support of their
organizations. The common procedure is as follows:

The forest management association through its forestry adviser inquires
as to which of the forest owners are willing to participate in a collective
sale and prepares a list of those willing to sell including information about
the quantities of the different kinds of roundwood offered for sale, locations
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Fig. 8. Means of contact between the seller and buyer (the most general practice by
communes) in private forests, 1956—58. Key to symbols in Table 8.
Kuva 8. Myyjdn ja ostajan kosketuksien syntyminen (yleisimmdn menettelyn mukaan
kunnittain) 1956—58. Merkkien selitys taulukossa 8.
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of the parcels, places of felivery, and prices, and also the information
needed to plan transportation. There are three common methods for
product exchange included in the sales catalog: auction sale, sale with
sealed bids, or negotiation with buyers.

The buyers are notified of the auction sales by newspaper advertise-
ment or through some other means of communication. In collective sales
by auction, each forest owner’s parcel is offered individually and the
buyers who are present make bids. Usually there is no set minimum price
but the sellers have retained the right to admit or reject the offers made.
The buyer has been informed of the decision either directly or after a
prescribed period of deliberation.

In making collective sales with sealed bids the catalog of timber for
sale has been sent to the potential buyers who are asked to submit written
sealed offers by a certain date. All the bids are considered at the same time
and it is then decided to whom the sales will be made or whether the
offers will be rejected. In some cases the making of the offers has been
followed by negotiations, for instance, in order to raise a price that is con-
sidered too low by the seller. In these cases the highest bidder — as in
negotiations which might follow an auction sale — has often been reserved
the first right for purchasing (cf. Hasst 1957).

Collective offers have also been made in cases when a forest manage-
ment association has been negotiating with the buyers in order to make
the biggest possible sale to a single buyer.

A collective sale is therefore an occasion in which the owners of several
forest holdings have joined for marketing purposes. In making the sales
contract, the forest management association does not appear as the seller
but each forest owner acts individually as a seller of his own goods. The
forest management association has thus the duties of a functional middle-
man and usually receives a commission of from one to two per cent of the
sale value. The remuneration of the forest management association can
also be done on another basis, for example, in the form of a fee which is
paid by the day.

According to current legislation (As. 558/1950), the forest management
association cannot practice trade by buying and selling the rights for
timber cutting or roundwood at its own expense. Therefore, risk bearing
is not characteristic of the marketing function of the forest management
associations. .

Collective auction sales have much in common with the auction sales
of the State Board of Forestry (Section 73). The most striking difference
is, however, that they are more local in character, comprising only one
commune or an even smaller area. Moreover, these auction sales promoted
by the forest management associations have at least so far been irregu-
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lar, whereas the auction sales of the State Board of Forestry are repeated
annually.

There is reason to emphasize the fact that the initiative in making
collective sales has most often come from the forest management associa-
tions and their leagues. The stand of the forest owners has usually been
rather inactive.

The original goal of the collective sales was perhaps to concentrate the
making of sales under the direction of professional men and thereby elimi-
nate sales contracts unfavorable and unreasonable to the forest owner due
to his lack of familiarity with selling procedures. Also, there were aspects
of price policies involved: by offering much timber at the same time, by
concentrating and organizing the supply in such a way as to invite com-
petition among buyers, it was hoped to get higher prices for the wood
offered than when marketing relatively small quantities at a time. These
goals have continuously been kept in the foreground.

Insofar as the size of individual sales from private forests has been
diminished, it has become more and more important to economize the
marketing and harvesting by creating the conditions for collecting greater
volumes of wood together in as early a stage of marketing as possible. If
some marketing functions are shifted from the buyer to the seller as such,
no increase in efficiency has taken place. In collective sales, however, there
is the possibility for the more effective use of the professional personnel
hired by the sellers (forest management associations). As a result of this
the buyer’s wood-procurement organization can be cut down without the
need for corresponding additions on the side of the sellers (HOLOPAINEN
1957, p. 246).

The collective sales, and especially the auction sales, have probably
been believed to have also some value in informing the forest owner of
price developments.

7222. Commercial service

In a collective sale each participating forest owner authorizes the forest
management association to make a sale for a certain charge. A single
forest owner can also authorize the association to make a sale and then the
forest management association acts as an agent of the forest owner. The
compensation in this case is not usually paid as a commission but as a fee.
This method is practiced by forest owners who live a great distance from
their forest properties. : :

Sometimes, although rather seldom, the forest owner authorizes some
person other than a representative of the forest management association
or district forestry board to make the sale. Personal relations are the chief
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reasons behind this. The sales made by independent forest agencies for
their customers can be included among these.

An intermediate form between entirely independent sales activities of
the forest owners and the middleman function of the forest management
associations or other professional men is represented by the professional
assistance in marketing provided by the forest management associations
and the district forestry boards. This service is made up of various func-
tions. First, there is the seeking of an appropriate buyer for the timber
marked for cutting and the informing of the seller of marketing conditions
and prices. There is also the possibility of the hiring of a professional man
by the forest owner to assist him in negotiating a sale. The task of the
expert is to see that a sales contract will be properly drawn up and that
the seller’s interests are taken into account.

The delivery service in relation to materializing the sale will be treated
in Section 83.

7223. The importance of different methods

The marketing questionnaire included a series of questions (No. 3 in
the Appendix) whose purpose was to determine the relative importance of
the marketing methods described above. According to the most common
practice in a commune, the communes were distributed among the different
alternatives as shown in Table 9. The table also includes figures indicating
the relative importance of the methods.

Table 9. Methods of sale in private forests, 1956—58.
Taulukko 9. Myyntimenetelmdt yksityismetsissi 1956—358.

Communes

Frequency
The forest owner makes the sale: Kuntien value
Metsdnomistaja suorittaa kaupanteon : I Runsaus-
number % luku
luku
1 | 2 3 [ 4
3 a. independently — kokonaan omin neuvoin . 333 70 1243

3 b. with the assistance of F. M. A. or D. F. B.
adviser or another professional forester —
kayttimdlld mhy:n tai mhl:n neuvojan tai
muun ammattimiehen apua . ............ 126 26 1022

| 3 c. by authorizing an F. M. A. or D. F. B.
adviser or other professional forester to
close the sale — valtuuttamalla mhy:n tai
mhl:n neuvojan tai muun ammattimiehen
pddttdmddn kaupan . ................... 21 4 380

Total — Yhteensd . ........................ 480 100 —
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Fig. 9. Methods of sale in private forests 1956—58 (the most common practice by com-
munes). Key to symbols in Table 9.

Kuva 9. Yksityismetsien myyntimenetelmat 1956—58 (yleisin vaihtoehto kunnittain).
Merkkien selitys taulukossa 9.
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According to the answers, in about two-thirds of the communes in Fin-
land it was most common to make the sale without outside assistance in
1956—58. Also the frequency of using the professional services of the
district forestry board and forest management association adviser is rather
high, indicating that this practice is in many communes of great im-
portance. It is possible, however, that the forestry advisers in supplying
the answers have slightly exaggerated the importance of this practice in
order to give a more favorable picture of their own work.

The commonest practice by communes is indicated in Figure 9. It
shows that reliance on the professional services of forest management as-
sociations and districts forestry boards — and in some cases the agency
function of these organizations — is common in the southwestern part of
the country. Elsewhere, totally independent selling by forest owners is
prevalent.

The matter can be illuminated also quantitatively for the years 1956—
58. Tapio’s yearbook includes the statistics on the commercial activities of
the forest management associations, and under the heading “sales as-
sistance” are given the quantities which have been sold through forest
management associations or with the assistance of other professional men.
The professional assistance in this case, however, is not so broad in meaning
as in the marketing questionnaire because only those cases are considered
in which it has been necessary for the expert to travel. Consultation
with the forest owners through telephone conversations or through the
forest owner’s visit to the adviser (the quantities of sales made under this
kind of guidance) are not recorded in the statistics. Similarly, figures for
district forestry boards are also lacking, but their function in marketing
activities is only small. In the figures there is included also the assistance
to community forests and other similar properties. The values for the
period are as follows:

Year cu. m.
1956. . oo 754 000
1987 . cc i cvor oo v min nin e sae s i s 1 206 000
1958, . oottt 1 088 000
Average for 1956—58 ............ 1016 000

The figures point to the fact that the quantities of roundwood sold
through forest management associations are of small relative importance
(in 1956—58 probably a little over 10 %) in the total commercial removals
from private forests; the prevailing practice is the direct selling between
the forest owner and the wood buyer. There are a number of reasons for
this. First, there are psychological factors: the ”proprietor attitude” com-
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mon to the Finnish forest owner does not willingly allow the interference
of others in his affairs. Another reason is the belittling of professional skills:
an impression that no essential advantages in marketing are gained with
professional assistance. The compensation to be paid to the experts also
may have some bearing.

The farmers market a very great portion of their agricultural products
through their own organizations, the Pellervo Co-operatives. According to
PERNU (1959) their part in the marketing of agricultural products in 1956—
58 was as follows: 80 9, of the milk marketed, 66 9, of the meat, 45 9,
of the eggs and grain, and 31 9| of the potatoes. In the marketing of
roundwood the corresponding portion can be estimated as 15—20 9 of all
the wood marketed from private forests. This value is obtained by adding
together the quantities handled by the forest management associations
and the volume of direct purchases of timber by the commercial enter-
prises owned by the forest owners.

The irregularities in the roundwood market and the structure of the
buying side, which is different in comparison to the buyers of agricultural
products — the buyers of roundwood are usually organized whereas agri-
cultural products are bought by the ultimate consumers —, are additional
reasons for the lesser importance of co-operation in the marketing of round-
wood than in that of agricultural products. Also, the historical background
has a bearing on the present condition, for the marketing of roundwood
at first was organized on the buyers’ side.

Nevertheless, it can be assumed that the agency function of the forest
management associations has recently been growing in importance.

One of the questions in the marketing questionnaire was intended to
gain information about the collective sales in 1956—58. The answers in-
dicated that in the whole country during that period 493 such sales had
been made, which means 164 per year. The greatest number (76 sales per
year) was reported in district 1 (Fig. 1). In this area the co-operation of
the forest owners is carried out through the private forest management
districts directed by a forest officer. In district 13 the number of the col-
lective sales was 15, in district 14 it was 12, and in district 8 it was 8.
Elsewhere collective sales were rather uncommon. No replies were received
from 31 communes.

The poor success of the collective sales can be explained partly by the
same negative factors which hinder the agency work of the forest manage-
ment associations in general. The conservative attitude of the buyers pro-
bably constitutes an additional reason of decisive importance. The buyers,
in turn, might feel that the collective sales are an attempt to centralize
the supply of roundwood, which naturally does not receive much support
from them.
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The negative experiences are especially true in the case of auction sales
which have not been attended by large-scale buyers. Instead, the auctions
may have been successful mainly in areas where there is a number of non-
organized buyers of sawlogs. This is especially the case in the southwestern
and western parts of Finland. In general, the tendency in joint sales is
away from auction sales and toward the use of sealed bids.!

723. Sales through merchant middlemen

The question of the amount of industrial wood sold from private forests
through the channel ”producer — merchant middleman — consumer (or
exporter)” has not met precise determination in this investigation. In the
survey of private forests the commercial wood sold to merchant middle-
men was included under the heading "exporter of roundwood or middle-
man”. This group comprised an average of 17 9, of the marketed quanti-
ties in the felling years 1955/56 and 1956/57. Most of this wood has been
sold to the exporters, so that in any case the share of the merchant middle-
men is quite small. In 1936—38 they probably were somewhat more
important.

Those wood-using enterprises that have a permanent local purchasing
and delivery organization have wanted to eliminate the merchant middle-
men from the roundwood market because they offer practically no ad-
vantages to the companies. On the contrary, the marketing channel be-
comes longer, the costs of procuring roundwood are often increased, the
’normal’ order of the roundwood market disturbed, and in addition, their
services are often uncertain (cf. REiN1us 1954, p. 11). The work of the
middlemen is primarily based on co-operation with such exporters of round-
wood as do not have a buying organization of their own. As stressed, for
instance, by JALava (1932, p. 90), the merchant middlemen have often
acted against good sales practices and therefore are not favored even by
the forest owners.

The aforementioned figure excludes, however, the middleman role
played by industrial companies and exporters in exchanging and reselling
purchased roundwood. Need for such transactions may arise from many
reasons as listed by PAKKANEN (1957, p. 286). First, they are carried out
to get rid of the assortments which are not used in the buyers’ establish-
ment. Secondly, they provide a means to avoid cross transports. Thirdly,
exporters of roundwood are sometimes willing to exchange distant stocks

1 Information received from the officials of many forest management association
leagues.
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against those which are near harbors in order to get quick delivery for
shipment (cf. ReiNius 1954, pp. 52—57).

Quantities exchanged in these transactions are not known but they may
be even larger than those handled by professional middlemen.

73. State forests

The domestic marketing of industrial wood from State forests is
mostly done in the form of direct sales from the forest owner to the utilizer,
mainly forest industry. The State Board of Forestry also practices the
export of roundwood.

Lapland forms an exception since there small quantities are sold also
to middlemen who resell mainly to forest industry. The middleman
functions are carried out mostly by local farmers or other persons ac-
quainted with logging. This agency function has come into being chiefly
in order to create a demand for even low-quality stands, for instance,
those in which the most valuable trees have been removed and from which
the forestry companies otherwise do not want to buy because of high
logging and delivery costs. Industrial companies aid these middlemen with
advance payments and the State Board of Forestry encourages their work
by making the logging quantities so small that a private middleman can
handle the logging and delivery.

Each forest ma'magement district presents its marking plan to the State
Board of Forestry before the start of the selling season. The forest manage-
ment plan of the district serves as the basis for operations, but also the
prevailing marketing conditions are taken into account. The regional
administrative office gives its statement on the felling plan after which
the matter is discussed and the final decision is made in the State Board
of Forestry (see, e.g., the State Board of Forestry’s circulars of Oct. 28,
1924; Jan. 18, 1934; and June 27, 1957). Various causes such as wind
damage and forest fires, serious unemployment etc. can bring about
changes in the original plan.

Every year catalogs listing the parcels to be sold are sent to the buyers.
When wood is intended for export or delivered directly to the buyer’s
storage yards, it is not included in the list.

The sale itself can take several different forms:

1. auction sale by the State Board of Forestry;

2. sale with sealed bids by the State Board of Forestry;

3. sale by negotiation; and

4. retail sale with a license by the district forest manager.

Selling to a foreign buyer is done by the State Board according to
ordinary export practices.
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The procedures to be followed in sales of timber from State forests have
been outlined by the Government (As. 140/1922 revised 1n 1931, As. 230/
1931). No mention of export sales is made in the statute.

The auction sales were first the only means of selling by the State
Board of Forestry. In 1909 it was decided by the Government that in
addition to the public auctions which included the most valuable wood,
there were to be local auction sales where less valuable wood would be
sold for the local population. The local auction sales, however, have been
quite rare and in recent years none have been held.

According to the Sales Statute the auction is held by the regional
office with the assistance of the district forest manager from whose area
the wood is being sold, if not otherwise ordered. In 1936—38 auction sales
held in three places (Oulu, Tampere, and Viipuri) followed this pattern.
They were made with rising bids and each tract of marked trees was given
to the highest bidder if the State Board of Forestry considered the offer
adequate. The buyer learned of this only after the State Board had on
the basis of the auction records considered the matter and informed him
of its decision.

Between 1939 and 1948 no auction sales were held. Since 1953 the
auction sales from State forests have been concentrated in one place The
State Board of Forestry representatives have been authorized to decide
immediately after the highest bid is made whether it is accepted or
rejected. In cases when the bid is not approved, the same tract of timber
is offered another time in the same auction sale and also the State Board
decision is given immediately. If the bid has been rejected, the highest
bidder has not had the first buying rights to that offer when it is sold later
by other means.

The practice adopted in 1953 has raised considerably the proportion of
accepted bids from the prewar average.

Between 1936 and 1938 only sawlogs, both on stump and with delivery
contracts, were offered in the public auctions. Early in the 1930’s there
were also sold in the “’second-stage auction sales” small-sized sawlogs and
cordwood on the stump in areas where the most valuable timber had
already been marketed.

In 1956—58 a variety of types of roundwood have been offered in
the auctions although the sawlogs have been the most important assort-
ment. The sales have been made mostly, and since 1958 entirely, with
delivery contracts.

A buyer who is planning to bid in the auction is obligated by the Sales
Statute (§ 20) to leave an approved surety for the payment of logs during
a set period and for the fulfillment of the terms of sale. Since 1953 the
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buyer has also been required to pay 20 9, of the sales pfice in advance
before the end of the auction.

Until 1919 the auctions were the main form of sale from State forests.
Then the State Board of Forestry introduced the use of sealed bids into
its selling program. The buyers are notified either by mail or newspaper
advertisement and are requested to submit within a certain period sealed
bids on allotments of timber listed in the sales catalog. Each parcel is
then sold with a written contract to the highest bidder if the offered price
has been considered adequate. This practice differs from the auction sales
in that the bidders do not know each other’s offers and may not compete
openly with each other. In the northernmost parts of Finland this has
been the dominant practice in 1956—58. Also hardwood logs and some
special products have been sold in this way throughout the country.

The parcels left unsold at the auctions or in the sales with sealed
bids have generally been sold by negotiation. Contact is usually initiated
by the State Board of Forestry but sometimes also by the buyers. Prices
and other terms of sale are stipulated in a written contract (LAINE 1957). —
The sales, or at least the basic prices proposed in the sealed bids or in
negotiations, are approved at the meeting of the State Board of Forestry
college.

It has been mentioned that with some wood-using enterprises long-
term (3—5 years) delivery contracts have been made. The terms of these
contracts are stipulated in bilateral negotiations between the State Board
of Forestry and the buyers.

74. Forms of contracts

The contract for the sale of roundwood can be either written or oral.
The marketing survey (see Section 84) showed that the written contract
is prevalent in the marketing of industrial wood from private forests. A
written contract is practically always made in the case of stumpage sale.
In delivery sales there are two common practices. When the sale is made
before logging the written contract is usual. When, instead, the object of
sale is an allotment of wood already logged and ready for measurement
(cash sale), there is no need for a special delivery contract and both sides
will receive only a measurement certificate. It was brought out before that
only small allotments from private forests are marketed in the latter way.
On the grounds of the volume of industrial wood sold the importance of the
written contract is therefore greater than on the basis of the number of
individual sales. The written contract is also common in sales by auction.
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The form of contract when purchasing wood from State forests varies
with the type of sale. According to the sales statutes of 1922 (§ 18), when
selling by auction a special purchase contract is not required. The
buyer needs only to sign the auction sale records, which are considered
binding for both sides. The terms of sale are stated in the printed announce-
ment of auction sale. Since 1953 the practice has changed so that the
highest bidder is given a receipt for the downpayment and — since 1954
— a certificate of sale.

When wood is sold through sealed bids or by written contracts, a
separate agreement between the State Board of Forestry and the buyer
is written for each individual parcel.

There are many reasons for the general use of written contracts in round-
wood sales. One basic reason is the generally long contract period. The
fact that the product is not ready to be seen when the contract is rhade
has its effect, too. Therefore the contract includes rather detailed specifi-
cations concerning the purchase: the size and quality, quantity, period of
logging and delivery, measuring, pricing, terms of payment, etc. Because
these terms are written they provide both the buyer and seller with greater
security than does an oral agreement. Duppy and REvzaN (1947, p. 386)
emphasize that the purpose of ’future trading” in the long production
process is ”’to furnish the merchant and the manufacturer a means of pro-
tection against the risk of price change.”

Legal factors are sometimes the reason for using a written contract as
a security measure, because 1t can be mortgaged to secure against the
changes 1n the ownership of the forest property.

75. Scandinavia

751. Norway

In Norway the marketing of roundwood from private forests has usually
taken either of two channels:

a. marketing through forest owners’ (sales) associations;

b. direct selling.

The rules of the sales associations (cf. Normalvedtekter for... 1955
§ 4) usually obligate the member forest owners to exchange all commercial
timber through this organization.

The marketing through the organization has two characteristic phases:

Phase 1: forest owner — skogeierlag — skogeierforening;

Phase 2: skogeierforening — consumer of roundwood.
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The sales each year are commenced after the agreement on prices has
been reached between the forest owners and the buyers. According to the
agreements made in 1955 and 1959 (Avtale om ... 1955, 1959) the price
negotiations must be held in April, for pulpwood felled in the spring (barked
in the period of sap flow) and for other roundwood 1n August and Sep-
tember. The negotiations have sometimes been rather prolonged, which
has delayed the starting of sales (for instance, in 1958 the agreement was
reached as late as October 23 on the basis of an arbitrator’s award).

After the prices are established, the forest owners file with the local
agent of the skogeierlag, usually the chairman, a binding notice (inmel-
ding) of the types of roundwood and the amount they are planning to
sell. Ordinarily the marking of timber has been done in advance. The
skogeierlag forwards the information to the sales associations.

Upon gaining an idea of the quantities of wood offered in the district
on the basis of these notices, the sales association gets in touch with the
buyers of roundwood in the district (the buyers’ association). It is then
seen if the supply of a certain product is greater than the demand. If such
is the case, the forest owners’ organization can, according to its rules, force
the forest owners to reduce their offers. Special mention of this is also
made in the forms on which the forest owners’ notices are reported. 1f, on
the other hand, the offered quantity is smaller than that which the buyers
are willing to purchase, there will be negotiations between the buyer and
seller organizatiohs in order to fulfill the needs of the buyers with domestic
wood. In 1955 and 1959 an agreement was made whereby the exchange
of information about demand and supply between the buyers’ and forest
owners’ organizations was to take place each year before December 15
and the procedure was to be repeated in the middle of the following January
and February.

In the negotiations between the district sales associations and the buyers
it is also decided how much each buyer will receive of a certain kind of
roundwood from the district and the area from which each buyer will have
his wood delivered. The aim is toward greater efficiency in transportation.
After these preliminary discussions, the sales association and the buyer
make a delivery contract.

Under this system the forest owner is not in direct contact with the
buyer. He may, however, state his wishes concerning the choice of buyer
to the sales association which in turn tries to honor established trade
relations. The forest owners’ organization has, however, been seeking to
eliminate this practice, which somewhat complicates the work (Skogeieren
1957, p. 377).

The status of the skogeierlag in the channel of marketing differs from
that of the skogeierforening in that the former acts only as a functional
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middleman. Skogeierforening is, in contrast, one kind of merchant middle-
man since it makes binding delivery contracts with the buying firms in
its own name. Its position, especially in risk bearing, is rather unique be-
cause the prices have been set by negotiations before making the sales
contracts and there are binding agreements (inmelding) with the forest
owners about the quantities to be delivered. The risk in this connection is,
to some extent, comparable to that of the retailer selling goods at prices
determined by the manufacturer (resale price maintenance) which practice
has almost eliminated the price risk (Kaskimies 1955, p. 197). The skog-
eierforening receives a provision of 1.5 %, from the buyers which, too, is
typical of agency functions.

Since most of the private forests belong to the organization of forest
owners (see Subsection 641) and since the members under the regulations
are obligated to sell roundwood through the organization — exceptions are
possible mainly in relatively unimportant stumpage sales (with the per-
mission of the sales association) — the procedure described above is
dominating in the market of roundwood from private forests in Norway.
It is rather obvious that, practically speaking, all the roundwood ex-
changed from the members’ forests in 1956—58, excluding local retail,
passed through the forest owners’ organizations. In these years the quan-
tities of wood handled by the organizations were, on the average, 64 9
of the commercial removals from private forests. Because the statistics
on fellings in private forests include also the removals from the company
forests and large forest holdings from which the wood is delivered to the
forest owner’s manufacturing plants, the percentage for actual quantities
marketed from private holdings is higher than stated above.

The sales statistics have also included some wood from the State
forests, but in making the comparison this quantity can be disregarded.

The importance of co-operative marketing has not been reliably de-
termined for the years 1936—38. Norges Skogeierforbund estimates it as
50 9%, This estimate, plus the increase in membership as well as in the
proportion of co-operative sales from all sales made from members’ forests,
suggests that co-operative marketing has gained considerably in importance
since the 1930’s. The chief exceptions are the owners of large forest pro-
perties who generally do not belong to these organizations and who sell
their roundwood individually directly to the consumer. Some of them
have, however, their own industrial plants- which utilize much of the
roundwood produced in these forests.

From the State forests of Norway the exchange is usually direct between
the forest owner and the consuming enterprise. Sometimes the channel

“forest owner — skogeierforening — consumer firm’ is used also by the

State forest administration. Other forms of middlemen are very rare.
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According to the selling regulations (Instrukser m.v. 1919, pp. 59—61)
each district forest officer has to deliver annually (by April 15) a proposal
concerning the marking of timber for sale. When this is accepted by
Direktoratet and the marking is carried out, sufficient information for sale is
fivailable. The parcels (markings) to be sold must be made known to buyers
in press.

Three methods of sale are available according to the regulations (pp.
63—65) namely:

1. sales by auction (rising bids);

2. sales with sealed bids;

3. hand (cash) sales on local retail.

Of these the sale with sealed bids involving a separate contract with
each individual buyer is by far the most important (according to infor-
mation received from Direktoratet). Once the prices between the buyers and
forest owners have been determined by negotiations, the district forest
officers ask — often through newspaper notices — the buyers to submit
sealed offers. Selling by auction is rarely practiced in Norway for the
reason that collective bargaining determines roundwood prices.

Written contracts in selling roundwood are common both in private
and State sales.

752, Sweden

In Sweden thé marketing of roundwood from private forests takes usually
one of the three channels:

1. marketing through the organization of forest owners (forest owners’

associations);

2. direct selling: forest owner — consumer (industrial) firm;

3. forest owner — middleman — consumer firm.

The rules of Swedish forest owners’ associations do not compel the
members to sell the roundwood only through the organization as is the
case in Norway. The rules of many associations, however, allow the ad-
ministrative board of the association to make members responsible for the
delivery of certain products during a certain period, for instance, one year,
in order to fulfill the agreements made by the association. In accordance
with this many associations especially in Central and Southern Sweden
have recently maintained delivery obligation for pulpwood but only sel-
dom for sawlogs. Delivery obligation does not, however, prevent the mem-
ber from selling other kinds of timber through other channels as well.

Delivery obligation is required in those fairly common cases when the
amount of timber to be delivered is stipulated in the contract between the
association and consumer firm. The former does not always have the in-
formation on the amount of timber the members are willing to deliver.

6
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The association is entitled to buy and sell also the timber of non-mem-
ber forest owners.

The association’s middleman function is effected in two ways: the as-
sociation can buy roundwood from the forest owners at a fixed price and
resell it — mostly to forest industry — or it can function as an agent in
seeking a buyer for parcels of roundwood supplied by a forest owner. In
the first case the exchange is made in two steps: a) forest owner — as-
sociation; b) association — consumer firm. In the latter case the actual
sale is made only by the forest owner and the purchasing firm.

The two-phase exchange which is favored by the associations is the
dominant form. In this case the association takes title to the goods
(merchant middleman) and bears a risk, though it is more nominal than
real since either the price to be received by the association is usually
known (on the basis of price agreement) before making purchases from
the forest owners or the contract will be closed at open price (if the price
question is unsettled).

The forest owners’ associations deliver timber usually to the road side
or river bank. Only in exceptional cases do they take the responsibility
for transporting it to the buyer’s mill.

The pure agency function of the association (functional middleman) is
performed particularly in the auction sales of standing timber. Many as-
sociations particularly in the southern part of Sweden organize annual
auctions after the auction sales of Domdnstyrelsen, e.g., in order to get
information on the price development.

The distinct form of the middleman function of the forest owners’ as-
sociations is seen in the buying of roundwood from the forest owners and
its resale to the industrial establishments controlled by the forest owners.
These establishments — e.g., 72 sawmills (of which 19 frame sawmills) and
3 pulp mills — are usually independent companies whose shares as a rule
are held by the forest owners’ associations and in some few cases also by
the individual forest owners. In Sweden industrial activity run by the
forest owners has usually four goals: controlling prices of roundwood, pro-
moting demand especially in those parts of the country where it other-
wise is poor, influencing roundwood prices and dividing the profits of the
industrial activity.

Local contact associations corresponding to the Norwegian skogeierlag
do not exist in Sweden. Their function is largely carried out in some
regions by the local agents of the forest owners’ associations who collect
information on the parcels of timber to be annually sold by forest owners.
This function has been, however, recently done mainly by the salaried
inspectors employed by associations.

The direct purchases of roundwood from the forest owners by the
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utilizers, especially forest industry, form another common form of round-
wood exchange. It is carried out mainly in two ways:

a. by the firms’ permanent employees;

b. by the firms’ purchasing agents on a commission basis.

Channel (a) — very similar to the direct marketing in Finland (see
Subsection 721) — is extensively employed by the large and middle-sized
companies in Norrland where companies own large forest areas and where
it is rational to entrust the company’s forest administration with the
additional task of buying timber from private forests.

Channel (b) on the other hand is fairly generally used as a subsidiary
purchasing method especially in the south of Sweden, where firms are
smaller, own less woodland and where road transport is dominating in the
transport of roundwood. Agents are employed for the period of one buying
season at a time. They are usually retired forest rangers, truck owners,
farmers, etc. The quantity which they are entitled to buy, as well as prices,
are stipulated in the contract made between the agent and firm. They
make the purchase in the firm’s name.

By using such agents the firms are in a position to reduce the perma-
nent buying staff and hold their fixed costs to the minimum. It also helps
the firms to use effectively the short buying season and to fill quickly their
roundwood requirements.

Information on the relative importance of the different channels has
not been available. In some Norwegian investigations (KLEPPEN 1958;
En oversikt... 1957—1958, p. 13) the volume of roundwood handled
by the forest owners’ associations has been estimated as 8— 12 million cubic
meters annually (an average of about 10 million cubic meters) for the
most recent years. Direct exchange between the forest owners and
woodconsuming enterprises is apparently of greater magnitude, the
share of independent middleman being noticeably less than either of
the others.

The marketing of roundwood from the State forests of Sweden is done
directly to the wood-using firms or sometimes to exporters. Middlemen
also buy a few lots especially in Southern Sweden. Forest owners’ associa-
tions can act also as middlemen by buying pulpwood especially from the
State forests and by selling a part of it abroad and another part as pulp-
wood to pulp mills. Important buyers from State forests have been the
woodusing industries owned by the State itself. In 1942 these industries
were separated from the direct control of the Domdnverket and were formed
into an independent corporation, AB Statens Skogsindustrier (ASSI). Ac-
cording to the statutes (68/1941, 117/1957) ASSI must pay market prices
for roundwood regardless of whether it is bought from the State or from
private forests. The firm buys on the average 20—30 95 of the wood
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removed from the State forests mainly on delivery terms. These sales
satisfy about 80 9; of its total need for roundwood (cf. En oversikt . . .
1957—58, p. 8). '

The Domdnverket does not directly export roundwood, as does the
State Board of Forestry in Finland. Its sales policy is outlined independent-
ly of those in the private forests. In the same way as in Finland, the allot-
ments of roundwood to be offered for sale are marked and listed in the
districts before the selling season and compiled in sales catalogs by regions
or districts and by forms of sale.

The methods of sale are as follows:

1. Sales by auction. Domdnverket holds annually auctions of wood
being offered on the stump in various parts of the country, usually one
in each of the regions (in Norrland) or districts (in Southern Sweden). Each
allotment marked in the catalog is sold in turn with rising bids. The re-
gional or district forest officer “officiates” at the auction and has the
right to accept or reject the bids on the basis of price calculations made
by the Domdnstyrelsen and supplied to the local administration approxi-
mately a month before the auction.

2. Sales with sealed bids as in Finland. Potential buyers must be in-
formed of the parcels to be sold by the regional or district forest officer.
The offers are accepted or rejected at various stages of administration
(Doménstyrelsen, regional or district forest officer) according to the value
of the parcel in question (DRS, F3, § 4).

3. Sales by negotiations between the Domdnverket and the wood-using
industries:

a. collectively with the associations of industries (virkesfirening);
b. with individual companies. '

4. In the form of 10-year contract with ASSI.

5. Hand (cash) sales on local retail.

It has recently been the practice (also in 1956—58) that the Domidn-
styrelsen first negotiates either with the buyers’ associations (virkesfir-
eningen) or with individual companies in order to get a general agreement
on prices for a certain region. Also the total sales quantity is frequently
mentioned in the contract to be subsequently divided among the different
companies by the virkesforeningen. Details will then be stipulated in the
contract made by the regional or district forest officer and each company
(Doménverket 1956 pp. 31—35; 1957 pp. 33—38).

A written contract is made in the sales from both the State and private
forests in Sweden. .

Of the sales of standing timber in 1956—58 63 per cent was sold, on

the average, in the auctions and approx. 30 per cent with sealed bids"
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(Domiénverket 1956—58). There are no statistics on the subdivision of
delivery sales between different methods of sale but the main forms are
sales with sealed bids and by negotiations. Auction is not applied.

76. On the factors affecting the channel of marketing

We have seen that a number of channels in the marketing of round-
wood can exist side by side within a country. The most outstanding dif-
ference among the North European countries is to be found in the channel
adopted in marketing from private forests. Especially in Norway, but also
in Sweden, the role of the associations of forest owners is much more im-
portant than in Finland. These findings naturally make one to ask: what
are the reasons for the differences, in other words, which are the factors
influencing the formation of the marketing channels?

Kaskimies (1955) has examined the structural factors in the marketing
channels of consumer goods considering the maximizing of the enterprise’s
profits to be the initial cause. Since in the marketing of roundwood inde-
pendent distributing firms are very seldom encountered, the maximizing
of their profits does not have the same meaning as in the distribution of
consumer goods. Instead, the attempt to cut the marketing expenses to a
minimum could be thought of as the governing principle in determining
the channel, for this is a factor in maximizing the profits of both the forest
owner and the buying firm. Nevertheless, the formation of the channel of
distribution (of consumer goods) cannot in reality be explained simply by
cost theories, as pointed out by Kaskimies in his aforementioned investiga-
tion (pp. 99—100). To understand the reason one needs only to think of
the difficulty which often arises in determining the channel of least costs.
Furthermore, the distribution frequently takes place under conditions far
from representing perfect competition.

Kaskimies’s remarks apply also to the marketing of roundwood. There
is also reason to emphasize that the channel used on this market usually
affects the costs of the entire extraction process, especially transportation
costs. The comparison of the total costs of the different types of marketing
channels therefore requires simultaneous examination of all these costs.

In determining the channel of marketing, cost reduction loses much of
its importance since distribution of income, that is, stumpage, is an integral
part of the marketing of roundwood. For the utilizer this stands out as
an expense, but for the producer (forest owner) it means income. As the
stumpage in all the North European countries is often the highest expense
item, the buyer is greatly interested in using a marketing channel that
would secure a low stumpage price. The forest owners’ interests are just
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the opposite. This factor of price formation or income distribution has in-
deed become very important in the formation of the marketing channels
of roundwood.

In his closer analysis of the structural factors in the distribution chan-
nels of consumer goods, KaskiMIEs (1955, pp. 107—108) divides them into
four groups:

1. market factors

2. product factors

3. enterprise factors

4. institutional factors

Kaskimies points out the difficulty in assigning factors to the various
groups and especially in drawing the borderlines between the different
groups. In the present investigation this division has not been followed
even for the reason that the factors in the marketing of roundwood and
of consumer goods are basically different. As an example, no brands exist
on this market. Moreover, the list of factors influencing the marketing
channel would be much shorter because this study is directed only to one
commodity (unprocessed wood) which lacks many of the special features
of consumer goods.

Historical influence on the channels of marketing has already met with
some discussion. At first, the forest industry could not depend on the ser-
vices of forest owners’ associations in obtaining roundwood since these as-
sociations are ‘relative latecomers. The firms had to set up their own
organization for procurement of raw material. Since changes in the market-
ing channel take place at a slow pace (KaskimiEs 1955), the system that
first was created has especially in Finland and Sweden retained its dominat-
ing position. For the buyer this arrangement secures the sureness of deli-
veries and it also gives him a firm grip on the price formation in the
market.

Likewise the distinct seasonal rhythm — a factor largely beyond the
buyer’s control — has been said to support the traditional trading pattern
because after the sales have been made in the autumn the local labor is
free for the extraction of roundwood.

The acquaintance with the formation of the forest owners’ marketing
organizations indicates that the chief aim has been to improve the competitive
position of forest owners in the price formation of roundwood (e.g., Skogs-
bonder . .. 1957, pp. 7—10). The great number of forest owners represent-
ing supply and the relatively small number of buyers, which furthermore
have often been highly organized, has in all North European countries
given oligopolistic character to the roundwood market. Through their as-
sociations the forest owners have tried to alter this situation to represent
their interests.
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As we have seen, the Norwegian forest owners have been the most
successful in their attempts and the Finnish ones the least. The explana-
tion for this is difficult to find. One, perhaps an important, reason can be
found in the average size of forest holdings which in Finland is slightly
smaller than in the Scandinavian countries where also the ownership has
been more stable. The interest in associating with the purpose of increasing
the forest owners’ share in the distribution of income has been greater
among forest owners in Scandinavia than in Finland where there is a very
great number of “marginal forest holdings”, ones from which the employ-
ment is equally or more important for the forest owner than the stumpage.
Also the differing knowledge and skill of the forest owners and the different
attitude of the buyers toward the efforts of the forest owners in the three
countries can provide some explanation. In Finland in particular the buyers
have been rather consistent in discriminating against forest owners’ com-
mercial associations. This has decisively weakened the effectiveness of
their functioning. On the other hand, it must be admitted that in Finland
there has not even been such a determined effort towards organized market-
ing by forest owners as in the Scandinavian countries. — ZivNuska (1959,
pp. 26—27) emphasizes the importance of geography and especially
the transportational aspects in the organizing of the Norwegian forest
owners.

More intensified public control of economic life can be listed as one
possible factor favoring the associating of forest owners (cf. KASkiMIES
1955, pp. 224—225).

With differences in backgrounds the North European countries now
have systems in which the contribution of the forest owners and their
organizations in the roundwood market is quite different.

The Scandinavian forest owners’ associations which first seemed to
have been founded mainly to influence price formation have later begun
to be concerned also with certain actual marketing functions. These as-
sociations in Norway and Sweden form an intermediate step in the market-
ing channel. They collect the forest owners’ offers and sell the wood in
greater parcels to the utilizers, practicing also some delivery service. Thus
they carry out the initial gathering of roundwood which was earlier done
only by the buyers’ agents or the buyers among themselves as exchange.
This is closely linked to the obtaining of assortments and selections ap-
propriate to the utilizer. Since in the marketing of consumer goods both
of these functions belong to the wholesalers (Kaskimies 1955, p. 76), the
forest owners’ associations represent the ”wholesale phase” between the
roundwood producers and utilizers, although in this trade, contrary to the
exchange of consumer goods, the quantities increase in moving toward the
utilizer. In Sweden the demand promotion for roundwood and especially
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for small-sized wood seems to have been important in the work of the forest
owners’ associations (Skogsbénder . .. 1957, p. 118).

It is difficult to evaluate whether this type of marketing saves costs or
not. In Sweden the buyers must pay the forest owners for these services
the same commission as for private agents. However, it is possible that
the forest owners’ associations in handling great quantities of wood are
able to reduce the buyers’ cost of transportation.

[t is apparent that the marketing services of the forest owners’ associa-
tions are most beneficial to the small forest owners for whom it would be
difficult to offer adequate quantities for sale. In Norway and partly also
in Sweden the owners of very large forest properties market their wood
individually. Thus the size of the forest holding affects the selection of mar-
keting channel. The same is true for the buying enterprises. By availing
themselves of the forest owners’ association’s services, the small enter-
prises do not need to set up their own organization for roundwood procure-
ment, whereas large enterprises have to have such organization.

We ought to point out that the marketing organizations in the Scan-
dinavian countries have arisen from the collective activities of the forest
owners. Each private forest owner is restricted by institutional limitations
in selecting the channel of marketing. This is especially true for Norway
where association rules require the members to sell all roundwood through
the organization. The forest owner can be freed from this obligation only
by resigning frofn the association. In Sweden the members usually have a
greater freedom of choice, although in some associations surrendering the
wood intended for sale is compulsory.

In all the North European countries the marketing from State forests
takes place as direct sales to the utilizer, with only few exceptions. The
magnitude of the forest owner” in this case and the legal nature of the
public ownership of State forests are perhaps the chief reasons for the
application of this marketing channel.



8. Trade customs

81. The concept and origin of trade customs

According to RANINEN (1934, pp. 32, 279) trade customs or usages! are
established, reasonable, appropriate and good customs well in accordance
with existing positive law”. Trade customs are used as means of intepreting,
expressing and completing sound practices in trade, in determining the
rights and responsibilities of the two parties involved in a contract. Since
in Finland the commercial legislation is embodied in a number of laws
passed at different times and since legislation is always inclined to contain
loopholes, trade customs are a very important auxiliary to the written law
(KyTTA 1958, p. 10). RANINEN (1934, p. 28; 1950, pp. 739—740) stresses
their value in increasing effectiveness of trading, maintaining good business
morale and protecting the rights of the weaker party.

As we can see from the definition, the establishment of certain practices
in trading itself has to be considered the primary source of trade customs.
Codifying and ratification can serve to promote the formation and establish-
ment and especially to demonstrate the existence of trade customs. In
some instances these customs can originate from the sanctioning of certain
norms in advance, as has been the case with stock exchange regulations
and with general contract terms in many fields of trade. RANINEN (1934,
p. 25) does point out that a practice can be either the cause or the result
of trade norms.

The Central Chamber of Commerce is the official organ for the confir-
mation of trade customs in Finland. Among its responsibilities is the
preparation of statements on “trade practices, trade customs, and trade
terminology” for courts and for interested persons (As. 55/1917). The
roundwood market has remained a relatively peripheral field in this phase
of the Central Chamber of Commerce’s work. Not a single resolution con-
cerning the roundwood market can be found in its trade-customs register.

1 Also term commercial custom” is used.
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On the other hand, within the roundwood market, as well as in others, an
interest can be aroused among the buyers and sellers in the study and
development of trade customs (cf. KytrA 1958, p. 10; GERiG 1959, pp.
12—13). This will be discussed later.

Court decisions can also, in a sense, establish practices which outline
the obligations of the buyer and seller in certain cases (cf. KyTtTA 1958,
p. 10). When the Supreme Court as the highest level of appeal has passed
down a decision on some question of trade, recourse is often made to
that ruling in similar cases. This does not invalidate, however, that trade
customs originate primarily within the trade itself. In fact, even the courts
seek support from prevailing customs in settling cases for which no clear
laws exist (cf. RANINEN 1934, pp. 29, 40; Geric 1959, p. 12).

Since the purpose of this investigation is also to examine the develop-
ments in marketing, the question of whether trade customs can change is
raised. In the definition the term ’established” means, according to
RANINEN (1934, pp. 32—37), that the practice has been continued over
a sufficiently long period of time (cf. GErR1G 1959, p. 12) and the longer a
certain practice has been in use the more definite is its significance as a
trade custom.

This need not mean, however, that trade customs cannot change (cf.
RANINEN 1934, p. 28). For this reason alone it has seemed justifiable to
study the development of trade customs since the late 1930’s. In this way
it will also be shown whether the practices prevalent in 1956—58 were
established before the Second World War and how stable they have been
in different regions. In fact, the results will aid in evaluating the practices
used in 1956—58 as trade customs.

KaskimIES (1955, p. 214) distinguishes between trade customs which
are evident in competition, either horizontally within a branch or verti-
cally between the different phases of a channel of marketing, and those
customs in the technicalities of trade. Only the latter will be considered
here.

82. The roundwood market from the standpoint of the formation and
research of trade customs. Method of investigation

RANINEN (1950, p. 734) considers the origin of a trade custom to be
in a practice which has been introduced in continued trading between two
merchants. From there the practice has spread to cover the business re-
lationships among other merchants and between merchants and their
customers. It seems that in reality most of the trade customs have first
evolved amidst professional merchants.

The fact that the formation of trade customs is closely related to the
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activities of professional merchants has given rise to the questions on the
application of the customs in the exchange of roundwood. GEriG (1959,
p. 15) is of the opinion that since forestry is not a trade, trade customs do
not concern forest owners nor the sales which they have made. KyTTi
(1958, p. 9) considers delivery sales but not stumpage sales, as being subject
to trade customs. In his opinion, the stumpage sales belong under civil
rather than commercial law. I have taken the stand that in the marketing
of roundwood certain practices have become established, which within this
particular trade may have the character of trade customs. The aim of the
investigation is to evaluate their position as established trade customs.

In the roundwood market the buyers’ side has been composed of a
great variety of businessmen, the sellers’ side being made up of often
unorganized forest owners with very little trade experience. The great
difference in the experience of the buyers and the sellers in business affairs
have all been obstacles to established practices. It is also possible that the
infrequent repetition of sales from the same forest holding common in the
past has had similar influence. The seller therefore has not been equally
interested in establishing trade as, for instance, in the market of agricultur-
al products where the selling is continuous. It has been possible for the
buyers to arrive at individual solutions with different sellers. The State
forests with the terms of sale under public regulation form a conspicuous
exception.

With the passing of time the organizing of also the private forest owners
has introduced a new era in the development of trade customs in the
roundwood market.

For the study of trade practices and customs in the roundwood market
the special character of this trade presents its own problems. The col-
lection of material which would give an undeniable proof of the existence
of a trade custom is very difficult. This is all the more so because it is
obvious that at least part of the trade customs have only local scope.
However, the common use of written contracts greatly facilitates the study
of the trade customs in the exchange of roundwood.

The present investigation is not intended to be an exhaustive account
of all trade customs but will be concentrated on the following:

terms of delivery

contract period

expression of the quantity of sale in the contract

measurement of the timber

“financing (terms of payment).

First, it has been my intention to describe the most common practices
within each item listed above. My orientation for this has included personal
observations and interviews with people participating in marketing in
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various parts of the country. The impressions gained thereby have been
supplemented and clarified by the study of contract forms used in 1936—
38 and 1956--58 by twelve buyers of roundwood in different parts of the
country, mostly enterprises engaged mainly in forest industry.

The buyers’ sales contract forms have given indications of the scope
and regional variation of alternative methods. The study of actual regional
features, however, has been attempted through the marketing question-
naire introduced in Section 22 (see also the Appendix) and—for delivery
customs—through the survey of private forests.

The value of the answers in the marketing questionnaire depends first
of all on the selection of correct and adequate alternatives in designing the
questions. The results indicated that in this respect the questions were
rather well constructed. For two groups of questions, however, there
appeared a need to complete and clarify the questions. Naturally the sig-
nificance of the results also depends on the competence and interest of the
questioned forest advisers in their evaluating the various alternatives. This
matter will be considered later with the presentation of the results.

The forest advisers who had been in their present community already
in 1936—38 (at least part of this period) were also asked the relations
of methods then applied, and by comparing the answers with those given
by the same advisers for 1956—58 it has been possible to draw conclusions
about the development of methods. The dependability of these results is
hampered by the possibility of inaccurate recollection of the 1936—38
period. Still, the answers can be suggestive and by comparing them with
the picture gained from the contract forms for the same periods, it has
been possible to reconstruct the development pattern of trade practices
from two sources of data.

It ought to be pointed out that the results of the inquiry do not reveal
the quantitative relationships between the different trade practices. This
is due to the fact that the basis for the estimate given by the forest advisers
was, according to the directions, the number of sales and not the quantity
of wood sold. Furthermore, the results appear by communes, and both
the small and large communes have been given equal weight.

The valuable data (e.g., the approved contract forms) on trade customs
is provided by the records of the Committee on Forest Trade Contract Forms !
set up by the Central Association of Finnish Woodworking Industries and
the Forest Council of the Union of Agricultural Producers. First of all,
the contract forms provide useful information on certain trade practices
applied in 1956—58 especially when combined with the knowledge of
their range (Question Series 4 in the Appendix). Second, the records can

1 This in the following will be called, briefly, the Forms Committee.
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show the stand on earlier trade practices taken by this organ representing
both sides of trade. Third, the opinions of the Forms Committee can suggest
the direction of the development of trade customs because of the authority
gained by the Committee.

Statistical proof can be found for only part of the conclusions arrived
at in the following. For instance, the sales contract forms of the twelve
buyers studied represent too small a sample for statistical analysis. This
is obviously most often the case in studying trade customs. The problem,
in fact, is not a statistical one in the first place; the illustrations for differ-
ent alternatives and the pointing out of their importance can often be
adequate.

The Sales Statute, sales notices, State Board of Forestry circulars, and
sales contracts have been used as sources for the study of the trade prac-
tices in the sales from State forests.

It appears that contract forms have a key position in the present study
of the trade customs. Strictly speaking the terms of the forms can be
considered trade customs with the provisions only that they are in ac-
cordance with the laws and reasonable (RANINEN 1934, p. 27; 1951, p. 99).
Very little attention will be paid in this (marketing) study to the legal
aspects of the trade customs. That is justified in view of the fact that almost
all contract forms are inspected by lawyers before printing; for example,
the Forms Committee includes at least one lawyer. Instead, a fair consider-
ation will be given to the question of whether certain practice stipulated in
the forms is "’reasonable” in spite of the fact that the word contains some
element of subjective nature.

The study of the trade customs of Scandinavian countries is compli-
cated to some extent by the fact that the channel of marketing comprises
in many cases two phases: a) forest owner — association; b) association —
consumer firm. On the other hand the study is greatly helped by an early
development of fairly uniform trade practices. As early as the 1920’s some
Norwegian buyers and sellers negotiated on the standardization of sales
contracts and, for instance, in the Glommen River District buyers’ activity
lead in 1922 to an agreement on uniform sawlog and pulpwood contracts
(cf. GramBo 1953, pp. 34—35). In the 1930’s further progress toward
uniform contracts was made (cf. NS, arsberetning 1936/37, p. 8; 1938/39,
p. 10). By 1956—58 the sales customs had mostly been established on a
uniform basis. However, there still remained some minor differences ac-
cording to location. In 1958 it was considered by the Skogeierforbund that
the differences in conditions did not permit the establishment of uniform
contract forms for the entire Eastern and Southern Norway after the
Norges Treforedlingsrdd had given its recommendation (NS, arsberetning
1958/539, p. 24).
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In the development of trade customs in Norway the forest owner and
buyer organizations have been in a key position. The practices which they
have introduced have also spread among unorganized sellers and buyers,
for they have employed the same contract forms. This applies partly also
to the State forests. The main part of the state’s trade customs are, however,
issued independently by the Skogdirektoratet.

In Sweden the standardization of trade customs was started mainly
during the period between the two World Wars. The initiative came from
the log-scaling associations (see Section 88). Each member buyer had to
use association-approved forms containing specifications for the quality
of roundwood, measuring, etc. Especially the co-operation between the
forest owners and buyers (Komiteanmietinté 5/1936, p. 62), the Timber
Measurement Act of 1947 — which resulted in the establishment of new
measurement associations — had later given rise to fairly uniform trade
customs in each locality. On the other hand, the marketing of roundwood
from the private forests of Sweden is less concentrated than in Norway.
This and local variations in marketing conditions have resulted in certain
local characteristics of trade.

Roundwood sales (marketing) from the State forests has long been
subject to uniform practices — with certain local differences —
stipulated by the government and the State forest authorities (the
Domadnstyrelsen).

The study of the Scandinavian trade customs is based mainly on the
contract forms, sales regulations (State forests), and — regarding measure-
ment — measurement acts and measurement regulations.

83. Delivery customs

831. Basic concepts

Terms of delivery refer in general to the buyer’s and seller’s agreement
concerning the responsibilities for transportation charges, insurance, and
other general expenses connected to transportation and specifies the
transfer of responsibility for transportation.

In the general classification of delivery practices the exchange of
roundwood is considered mainly under loco trade where goods are freely
transferred in the community where the seller (forest owner) lives (RaNI-
NEN 1954, p. 143). Some exceptions to this can, however, occur.

In the exchange of roundwood two distinct forms have traditionally
been distinguished: sale of standing timber and sale with a contract for
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delivery.! The difference between the two lies in the distribution of re-
sponsibilities between the parties for the different marketing functions
(including risk bearing). In the sales of standing timber, or stumpage sales,
the forest owner sells the cutting right, that is, the right to remove a portion
of the growing stock, which is more closely stated in the contract. The
harvesting is left entirely to the buyer; sometimes the seller does nothing
other than sign the sales contract. Often, however, he takes care of the
marking of timber before the contract is drawn up and takes part in the
measuring either in person or through a representative. The price to be
paid is called the stumpage price. — Some buyers have called the stumpage
sale contract a "'rental contract”.

In sales with a contract for delivery, or delivery sales, the seller is
responsible for getting the wood stated in the contract to a given place of
delivery. He usually does the logging but only in rare instances has he
agreed to take care of the transportation all the way to the factory or
export harbor. It is also possible to make a contract which stipulates that
the buyer does the felling and the cutting into logs and the seller is re-
sponsible for the hauling of the logs in the forest.

In stumpage sales the seller has only a slight risk to bear. Because the
transfer of title to wood can take place only after the felling is completed
(KyTTA 1958, p. 27), the seller’s main risk is the possible damage to the
growing stock remaining after the making of the sales contract (for instance,
snow, storm, or fire injuries). This, however, is not directly caused by the
sale since the forest owner would have to face the same risk even if no
sale were made. In delivery sales, in contrast, unfavorable weather con-
ditions and a sudden rise in wages or other expenses, for instance, can
represent a considerable risk. :

Legally speaking, there are certain differences between delivery and
stumpage sales (cf., for example, KyTTA 1958, p. 25 —). The buyer can
secure the right for felling by mortgage with a written contract for a
maximum of ten years. Mortgaging is rather uncommon, however.2

A cash sale is often distinguished from stumpage and delivery sales. In
terms of the division of marketing functions between the buyer and seller
the cash sale ought to be considered as a special form of delivery sale: i.e.,
one with prompt terms (prompt sales or hand sales). It is an entirely differ-

1 The Finnish terminology for the two different types of sales is not very satisfac-
tory. Hankinta, the word corresponding to delivery, can also mean the logging operations
in the forest, which naturally has to be done also in the case of stumpage sales though
it is then carried out by the buyer. However, the terminology is already rather well
established in Finland and no change has been felt necessary in the present work.

2 Information supported by a number of forest chiefs and district forest officers of
various firms.
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ent matter that a cash sale—partly because of its promptness—possesses
features differing from traditional practices in the roundwood market. For
instance, it is based only on an oral agreement and is carried out without
advance financing by a buyer (cf. PAKKANEN 1957, p. 285). More about
cash sales can be found elsewhere (see Sections 74, 85, and 88). The differ-

ences exist primarily in the terms of payment and not in the type of
delivery.

832. Private forests

In the questionnaire used in the survey of private forests the type of
delivery was recorded for each parcel sold. The mean values for the felling
years 1955/56 and 1956/57 are shown by districts in Table 10.

Table 10. Commercial removal of private forests by delivery customs, average for the
felling years 1955/56 and 1956/57 (survey of private forests).

Taulukko 70. Yksityismetsien luovutusmddrd metsinhoitolautakunnittain toimitustavan
mukaan keskimddrin hakkuuvuosina 1955/56 ja 1956/57 (yksityismetsien otantatutki-
muksen mukaan).

iStumpage[ Delivery Stumpage: Delivery |
District sale i sale Total sale sale Total
R : Pystyyr} ‘Hankmt.a-? Yhteensd | Pystyyn |Hankinta-| Yhteensd
Metsdnhoitolautakunta myynti | myynti | ; myynti myynti
. 1 000 cu.m, — [ %
7000 k-m® kuoretta |
1 | 2 | 3 i 4 | 5 | 6 | 7

1. Helsinki ................ 74 249 323 ‘ 22.9 7.1 100.0
2. Lounais-Suomi .......... 105 315 420 | 25.0 75.0 100.0
3. Satakunta .............. 334 490 824 | 40.5 59.5 100.0
4. Uusimaa-Hame . ........ 347 363 710 | 48.9 51.1 100.0
5. Pohjois-Hame .......... 522 377 899 | 58.1 41.9 100.0
6. Ita-Hame .............. 502 310 812 | 61.8 38.2 100.0
7. Etela-Savo . ............ 405 534 939 | 43.1 56.9 100.0
8. Etela-Karjala. .......... 384 529 913 | 42.1 57.9 100.0
9. Itd-Savo . .............. 319 350 669 | 47.7 52.3 100.0
10. Pohjois-Karjala . ........ 240 536 776 | 30.9 69.1 100.0
11. Pohjois-Savo . .......... 522 616 1138 | 45.9 54.1 100.0
12. Keski-Suomi ............ 770 479 1249 | 6l.6 38.4 100.0
13. Etelda-Pohjanmaa ........ 102 426 528 | 19.3 80.7 100.0
14, Vaasa . .......coovvnennnn 61 230 2901 21.0 79.0 100.0
15. Keski-Pohjanmaa . ...... 73 200 |- 273 | 26.7 73.3 100.0
16. Pohjois-Pohjanmaa ...... 56 306 362 | 15.5 84.5 100.0
17. Kainuu ................ 82 239 321 | 25.5 74.5 100.0
18. Koillis-Suomi . .......... 13 235 248 b.2 94.8 100.0
19. Lappi covvveninnennnn. 34 228 262 | 13.0 87.0 100.0
Total — Yhteensi. .......... | 4945 | 7012 | 11957 | 414 | 58.6 | 100.0
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The share of stumpage sales was 41 9, and of delivery sales 59 9, of
the total volume of industrial wood exchanged. Since the delivery sales are
relatively more important (77 9,) for fuelwood, the percentage for the
total quantity of wood sold with delivery contracts would be approximately
63 9%.

In reality the percentage of delivery sales should perhaps be slightly
higher since the negative bias which has been noticed to occur in the survey
is most likely the result of omissions of small delivered quantities.

When comparing the number of delivery sales with the total number
of sales, the percentage is even higher than if the comparison were made
on the basis of volume. This appears from Table 11 which shows the distri-
bution of the number of sales in six areas representing different demand
conditions in the felling year 1956/57. The data was collected in the survey
of private forests.

Table 11. Division of roundwood sales according to the terms of delivery in some
districts in the felling year 1956/57 (survey of private forests).
Taulukko 11. Raakapuun myyntien jakautuminen eri toimitustapojen kesken kauppojen
luvun mukaan erdiden metsinhoitolautakuntien alueella hakkuuvuotena 1956 /57 (yksityis-
metsien otantatutkimuksen mukaan).

Prompt | Other delivery | Sales of | |
District — Alue ("’cash’) sales sales | standing | Total
Kateiskaupat | Muut hankin- | timber Yhteensd
| t takaupat f Pystykaupat
1 2 | 3 4 5
Share of the number of sales, 9,

Osuus kauppojen luvusta, %,
2. Lounais-Suomi ........ 42 48 10 100
8. Etela-Karjala. ........ 19 66 15 100
10. Pohjois-Karjala . ...... 18 73 9 100
12. Keski-Suomi .......... 23 52 25 100
14. Vaasa ................ 42 52 6 100
18. Koillis-Suomi . ........ 13 86 1 100
Average — Keskimddrin . . I 261 631 1 | 100

In some districts (2 and 14) the cash sales can be seen to occupy a
noteworthy portion of the total number of sales, although the volume
represented is perhaps rather small.

In examining the regional differences the share of delivery sales is
particularly high (74—94 9;) everywhere in Northern Finland and Ostro-
bothnia. A relatively low percentage (45—48 9) is found in the areas of
the district forestry boards of Central Finland and Northern and Eastern
Héame.

I Unweighted mean of districts.

72.4 Marketing of Roundwood in Finland and the Scandinavian Countries 99

The regional features in the terms of delivery are a reflection of regional
trade customs, but they are also influenced by the regional differences in
the structure of private forestry and agriculture, by labor relations, the
product composition of sales, etc.

Statistics have not been compiled for the years 1936—38. However,
KaiLa (1945) has made a study of the importance of delivery sales in the
marketing of wood from “actual private forest holdings” in 1929—38.

The material has been collected from book keeping”” farms of the Second Wood
Utilization Survey. There are some differences in the populations sampled by Kaila’s
investigation and by the survey of private forests since the material in the latter
includes samples from co-operatives, foundations, State educational and training
properties, and other similar forests, whereas Kaila’s work covered only forests owned
by actual persons. However, this does not greatly lessen the comparability of the results
of the two investigations. The material on which Kaila bases his study includes a
notable negative bias (KaiLa 1945, p. 27). It is difficult to evaluate the effect of this
bias on the investigation results on terms of delivery. It could be assumed that the
omissions are most common among small delivered parcels, which tends to lower the
percentage ot delivery sales. On the other hand, a similar bias in the survey ot private
forests, though a smaller one, has probably had an influence in the same direction in
the results concerning the terms of delivery. The changes in the boundaries of the
country and the different sampling and calculating methods employed by KaiLa
(1945, p. 21) make the comparison somewhat less accurate.

The comparison of results is shown below:

For the years For the years
1929038 1955/56—1956/57

according to according to the survey

KariLa (1945) of private forests
Percentage of delivery sales

Heavy timber . ........ 14 50
Industrial cordwood . ... 37 64
Industrial wood, average 24 59
Fuelwood . ............ 75 77
All roundwood ........ 30 63

The comparison indicates a vigorous increase in the importance of
delivery sales since the 1930’s. Many factors have contributed to this
development. There has been a structural change in the removal of in-
dustrial wood: the industrial cordwood has gained relatively more in
importance and now has more weight than before in the total for industrial
wood. A marked increase of delivery sales is, however, discernible in both
of these roundwood categories.

One factor with a vital influence on this development is the structural
change within private forestry, its becoming more dominated by small
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forest holdings (HoLoPAINEN 1957, p. 20). The decreasing proportion of
delivery sales with the increasing size of forest holdings up to 300 hectares
can be used in evaluating it. In the survey of private forest this phenome-
non in 1935/56 — 1956/57 (considering all timber categories sold) was
demonstrated as follows:

Size of holding, Delivery sales in
hectares per cent of all sales
under 20 84.6

20— 50 7.3
50—100 62.5
100—200 51.3
200—300 39.6
300—500 36.7
over 500 39.1

The trend toward smaller forest holdings has been accompanied by a
decrease in the size of individual sales (see Chapter 4). The delivery sale
under these conditions is more rational because the overhead costs of
logging on small and scattered felling sites would be markedly higher for
a buyer than for the forest owners. Usually the small property owner
himself carries out the logging of the products in a delivery sale and does
not need to take administrative expenses into account (HOLOPAINEN
1959 b).

The decrease in the area of agricultural holdings and the mechanization
of work on the farms has had the same sort of influence. As more things
earlier made by the farmers as handwork (wagons and sledges, doors,
windows, etc.) are now industrially produced, more labor can be spared
from the farms to seek additional income from forestry, for instance. The
development toward a monetary economy and the tendency to raise the
standard of living has necessitated the procuring of additional income.
Hence, within the agricultural population the desire to be employed and
receive income is apparent, and this in turn has brought an increase in the
popularity of delivery sales and in the frequency of sales of smaller parcels
of timber. The regulations concerned with forests of settlement farms
require the sales to be done in accordance with a sustained cutting plan
which also contributes to annual delivery sales.

The importance of the views expressed in the preceding paragraphs
and especially of the employment aspects is demonstrated by an obser-
vation made also in the survey of private forests (cf. HoLoPAINEN 1959 b)
that a very great part of the harvesting in delivery sales—approximately
50 9 of the felling and cutting into products and approximately 70 % of
the hauling to a point of delivery—is done by owner families. The forest
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owner has better assurance of work and earnings when he makes a delivery
sale than he would by selling on the stump and going to work in a forest
owned by somebody else. In addition, psychological factors prevent many
farmers from seeking employment under other forest owners. Also, in
forestry extension work delivery sales have been recommended for a
variety of reasons (HoLoPAINEN 1957, p. 248).

The preceding has been a review of the terms of delivery and the
factors influencing their development primarily from the standpoint of
the sellers (forest owners). For a buyer the stumpage sale might mean
certain advantages in marketing policy. It gives him a firmer grip on the
markets than does a delivery sale. Above all, it is possible for him to super-
vise the making of products and observe the quality better than in delivery
sales.

As a counterweight to these advantages there is the increasing overhead
costs of logging with the decreasing size of individual sales. Several other
factors also have a bearing on the decision. Thus the more strict en-
forcement of the Forest Law has brought with it a greater risk for the
buyer to be made responsible for the paying of regeneration costs and
other expenses included under the law. In a stumpage sale the buyer should
purchase all the timber marked for removal, thus receiving also products
of no interest to him, for instance, pulpwood and fuelwood for the sawlog
buyer (EiNoLa 1957, p. 35). A relatively common practice in stumpage
sales has recently been that the buyer has carried out the logging of
undesirable products at the expense of the forest owner, but even in these
cases it has meant additional responsibilities and often also investments
for some length of time. In delivery sales the logging and marketing of
these ”unwanted” products are carried out by the forest owner.

The buyers of roundwood who still in the 1930’s seemed to have pre-
ferred stumpage sales to delivery sales have in the course of development
also adopted sales with delivery contracts. The forest owners have become
more skilled, which, too, has favored this development. There should also
be mentioned the increased delivery service by the forest management
associations, which has made successful delivery sales possible even when
a lack of professional knowledge, the distant location of the forest property,
etc., would have been against such a sale. Proof of the increased professional
skills of the forest owners was provided by the responses to the marketing
questionnaire (I1), for it was shown that the cutting into sawlogs by the
forest owner himself was the most common practice in 76 9 of the com-
munes of Finland (the log lengths determined by the forest management
association specialists was dominant in 6 9/ of the communes and by the
buyer in 18 94). For birch veneer logs the corresponding percentages are
46, 50, and 4, respectively. In many instances the forest owner himself
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does the work required for logging and perhaps is satisfied with a smaller
compensation than what the buyer would be required to pay for hired
workers. This is possible since the delivery compensation has often been
nontaxable income for the forest owner.

833. State forests

From State forests the wood was sold at first only as standing timber.
Throughout the period of Finland’s independence the State Board of
Forestry has encouraged delivery sales. For this purpose the State Board
of Forestry established in 1918 a special delivery bureau and began to
employ foresters specialized in delivery. According to HERTZ (1934, p. 136),
8 9 of the wood marketed by the State Board of Forestry was sold with
delivery contracts. For industrial wood the development is seen below:

1936—38 an average of 57.3 %
1956—58 » » » 64.3 »

The development in the terms of delivery from State forests during the
period studied has been much the same as in private forestry: the delivery
sales have increased in importance although at a slower pace. Nevertheless,
the quantity sold in 1956—58 with delivery contracts percentagewise is
higher for State forests than for private forests.

The State Board of Forestry in many cases extends its delivery farther
than do the private forest owners. As a rule, the wood is delivered via the
common floating routes if floating is chosen as the form of long-distance
transportation. In this case the deliverer is in charge of floating on minor
rivers or truck transportation when necessary.

At the end of the 1950’s the State Board of Forestry adopted a new
practice in the selling of roundwood: delivery at the storage yard of the
buying enterprise. This type of delivery follows a long-term contract (usu-
ally 3—5 years), in which an approximate agreement on the annual de-
liveries of different products is made. The exact quantities and detailed
delivery schedules are agreed upon each year and the prices checked twice
a year. In 1958 the State Board of Forestry had contracts of this kind
with six enterprises and the stacked volume of pulpwood delivered under
the contracts was approximately 700 000 cubic meters.

This method of marketing is rather interesting for two reasons. First
of all, it reflects the desire of the producer to secure demand by offering a
delivery which could be considered a service. It can also be interpreted as
a demand-promoting action which, in the market of roundwood, has
wittingly been used very little, but in the marketing of some other raw
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materials is commonly employed. Another feature of interest is the ex-
ceptionally long contract period with an open price which, too, is intended
to secure constant demand and resembles in a sense the open-price con-
tracts of cellulose. It lets the buyer know quite exactly the quantity of
wood he will receive from State forests. The closer customer relationship
between the producer and utilizer should also be noted.

The delivery sales of the State Board of Forestry have at times been
criticized by both the buyers and the State auditors. The buyers, especially
in the 1920’s, considered the contract terms unfavorable; the State audi-
tors have complained especially about the unsatisfactory economic results
of the delivery sales (Komiteanmietintd 6/1948, pp. 13—21).

The State Board of Forestry has based its arguments in behalf of
delivery contracts primarily as a means to promote demand. It is also
possible to market some products which otherwise would not be in demand,
especially small-sized wood. By delivery sales the State Board can also
gain those small-scale buyers as customers who would not purchase round-
wood from State forests as standing timber. This and the possibility to
sell products abroad increase demand and create competition among
buyers which in turn raises the price. Although there are certain difficulties
involved in the comparison of delivery expenses between the State
Board of Forestry and private forest owners, the State Timber Sales
Committee, for instance, has shown by its calculations that no significant
differences conld be observed between the two (cf. Komiteanmietintd
6/1948, p. 47).

The State organs have not made any efforts to limit delivery sales. On
the other hand, the Forest Administration Committee considers the business
activities of the State Board of Forestry, including the administration of
logging and delivery, to be characterized by a certain amount of rigidity
and feels that better care of logging would be taken under an organization
more flexible than a state office (Komiteanmietint6 7/1959, p. 34).

834. Scandinavia
8341. Norway

No statistics have been compiled concerning the customs in the delivery
of wood from the private forests of Norway. Among the members of the
forest owners’ associations belonging to the Norges Skogeierforbund, 6 %,
of the roundwood was sold on the stump and 94 9; with delivery contracts
in the felling year 1955/56. As was mentioned before (Chapter 7), about
64 9, of the private-forest roundwood felled for sale and industrial use
is marketed through the forest owners’ organization. Some of the forest
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owners who are not members of the organization probably sell propor-
tionately more on the stump than do the members. On the other hand,
the majority of the large property owners either are themselves professional
foresters or have employed professional men, and the sales are usually
made with delivery contracts. It seems appropriate to assume that approx-
imately nine-tenths of the commercial removals from the private forests of
Norway are sold with delivery contract.

The importance of delivery sales has grown since the 1930’s. True,
there are no records for the 1930’s but as late as in the felling year 1946/47
the stumpage sales comprised 22 9% of all the sales made by the members
of the forest owners’ associations.

The popularity of delivery sales is partly the result of the same factors
that contributed to their extensive use in Finland. Furthermore, the forest
owners’ organization has long since been working away from stumpage
sales (see, e.g., Evju 1950; Skogeieren 1954, pp. 203—205). One reason
behind this policy is the awareness of the fact that the marketing oper-
ations of the forest owners’ associations are noticeably easier and can be
carried out with the minimum of staff if the logging is the seller’s re-
sponsibility (HOoLOPAINEN 1947, p. 20). It is also held that the delivery
sale demonstrates a larger contribution by the owner in the production
than the sale of standing timber.

Earlier, stumpage sale provided the buyer with a possibility of ob-
taining “extra” roundwood in addition to the quantity stated in the
contract between the buyers’ and forest owners’ association. The buyers
had used this possibility even when purchasing standing timber from the
members of the forest owners’ organization. Recently it has been attempted
to stop these “leaks”. According to the association rules of 1955 the
members are to make also the stumpage sales through the associations.
In 1955 the buyer and seller organizations agreed that the direct sales of
standing timber from the members of the forest owners’ associations can
take place only with the consent of the associations (i forstielse med
distriktets skogeierforening”, Avtale om. ... 1955). The agreement was
renewed in 1959. Furthermore, the buyer organizations must report
stumpage sale contracts made by their members. Information about the
volume of stumpage sales is to be exchanged by December 15 at the
latest by the organizations that signed the agreement. This wood is
then taken into consideration in making the distribution plans for the
felling year.

The selling of roundwood from the State forests of Norway, as well, is
done primarily with delivery contracts, whose importance has considerably
increased since the 1930’s.
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8342. Sweden

In Sweden the relationships between stumpage and delivery sales
from private forests do not appear in any statistics nor is there any study
which would cover the whole country. The Royal Board of Private Forestry
(Kungl. Skogsstyrelsen) has carried out regional sample studies and has
evaluated the measuring data on the basis of sample results. From the
experiments the Skogsstyrelsen has estimated that in the northern part of
the country (Sundsvall region and northward) one-third of the wood from
farm woodlots in the felling years 1951/52 — 1955/56 was sold as standing
timber and the remaining two-thirds with delivery contracts (Skogssta-
tistisk arsbok 1956, p. 64). The account for 1949 showed that in ’Dalarna
och Virmland” approximately one-half of the sawtimber trees were sold
on the stump. In the trading of industrial cordwood the sale of standing
timber probably holds a smaller share. In a committee report (SOU 8/1957,
pp. 92—93) it is estimated — on the basis of a small sample (material was
collected from 8 communes in different parts of the country) — that 40—50
per cent of the timber sold from the farm forests in the felling year 1951/52
was sold on the stump.

The Swedish forest owners’ organizations have favored delivery sales
largely for the same reasons as in Norway.

It can be estimated that in the felling years 1955/56 — 1956/57, for
which comparable figures are found in Finland, in the country as a whole,
approx. 60 95 of the wood from private forests has been marketed on
delivery terms. This is about the same figure as in Finland.

In the sales of roundwood from the State forests of Sweden the average
proportion of delivery sales made up

in 1936—38 36 9,
in 105658 75 »

(according to information obtained from the Domdnstyrelsen).

The proportion of delivery sales has greatly increased in the Swedish
State forests since the 1930’s. This is largely due to the labor policy of
the State forest authorities. In order to secure sufficient labor for silvi-
cultural and other forest work after the war the Domdnstyrelsen has em-
ployed permanent forest workers and provided them with houses (Domén-
verket 1955, p. 15). Delivery sales have been a simple solution to the em-
ployment problem of this labor in the winter season.

The forest owners’ responsibility in delivery sales is commonly to take
timber from the forest to roadside, railway station or river bank where it
is taken over by the buyer (consumer firm or forest owners’ association).
In the cases in which the forest owners’ associations act as middlemen
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timber is mostly left to the consumer firm at the same places or — some-
times in the north of Sweden — “freely sorted” (fritt urskilt) at the river
mouth after floating. In the State forests “freely sorted” is a common
delivery custom in Norrland.

In some cases roundwood may be delivered even to the consumer’s
timber yard by the associations or by the Swedish Domdnverket.

84. Contract forms
841. Historical background

A written sales contract is usually made when exchanging roundwood
(Section 74). It is most common to use a contract form which has a number
or general terms printed and in which the specific conditions of each sale
are written when making the contract.

In sales from private forests before World War I1I the specific terms of
the sale were almost exclusively written on forms which the buyer had
designed and brought along with him to the sale. There was a wide range
of variation in the terms printed in the contract forms of different buyers
(cf., for example, JALAVA 1932).

Forest owners gradually gave attention to the unreasonable conditions
set by the buyers (cf., for example, Tapio 1907, p. 142; 1908, p. 122), and
the forest owners’ organizations initiated measures to remedy them. Hence,
in 1938 the Central Forestry Association Tapio appealed to the Central
Association of Finnish Woodworking Industries for the establishment of
fair” contract terms. The efforts began to bear fruit during World War
I1. Through the initiative of the Forest Council of -the Central Union
of Agricultural Producers (July 10, 1944) the Ministry of Rationing and
Relief set up a board representing the interests of both sellers and buyers
to design approved forms. The work was completed during the same
year and on December 14, 1944 (As. 946 and 947/1944) the Ministry
ordered that these terms were to be followed in the sale of roundwood if
either party so requested. There were six different types of contract forms:
three for stumpage sales and three for delivery sales. In delivery sales the
requirement to use the approved forms concerned only quantities ex-
ceeding a certain minimum. Forms to be used in the sales of fuelwood had
been issued earlier by the Ministry.

The Government had by these actions given the initial push for the
standardization of contract forms and for the examination of general
terms applied in trade. The work probably originated from the efforts to
protect the sellers’ rights in the roundwood market, then under State control.

When State control of timber supply was discontinued in 1947, the
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forms initiated by the authorities lost their legal status. In 1949 (November
19) the Forest Council of the Central Union of Agricultural Producers
proposed to the Central Association of Finnish Woodworking Industries
that the work toward standardization of contract forms be continued and
a committee representing both buyers and sellers be set up for the purpose.
The following year the Central Forestry Association Tapio made a similar
proposal. These proposals were an attempt to establish uniform trade
customs in the roundwood market by making technical improvements in
the contract forms used during the wartime period of State control.

The Central Association of Finnish Woodworking Industries agreed
to the proposals. The committee! began its work in 1950 and the first
contract forms appeared in print in the same year. Again there were three
forms for stumpage sales and three for delivery sales. Later the same year
three forms were prepared to meet the needs of Northern Finland.

The forms were printed and circulated by private forestry organi-
zations. In addition, the Committee decided (June 8, 1950, § 11) to recog-
nize forms2 printed by buyers if the terms were in agreement with the
conditions of the aforementioned standard forms.

The Forms Committee has continued its work by designing new and
reviewing old forms. In 1952 there appeared three contract forms to be
used in the selling of birch logs for plywood. In 1956—58 the number of
forms drawn up by the Committee was 12 and they were distributed by
delivery terms and products according to the list below (in the forms the
abbreviation "’P-S” is derived from the Finnish name for Northern Fin-
land):

Southern Northern
Finland  Finland
Contract of felling right (stumpage sale) :
Heavy timber and cordwood (No. 1, 1 P-S) ..............
Heavy timber (No. 2) . .................... e
Heavy coniferous and hardwood timber (No. 2 A) ........
Cordwood (NO. 3) . ...

1

bkt p—

Contract on delivery (delivery sale) :
Coniferous and hardwood sawlogs priced by the cubic foot
(No. 4)
Heavy coniferous and hardwood timber priced by number
of stems (No. 4 Rh) . ....... ... ... ... ... ... 1
Heavy timber (No. 4 P<S) ... ccusnsvnononessnsnssasnes —
Sawtimber and cordwood (N0.6) . ...................... 1 —
1
1

—

Veneer logs priced by the cu. ft. (No. 7)3 ................
Cordwo0od (NO: 5; NO. B P-S) . « cs s sis s 55 s w55 68 s w6 s o

1 Abbreviated in the following: the Forms Committee.
2 Abbreviated in the following: recognized forms.
3 Renewed April 11, 1960 (parts of forms 7, 4).

—
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It is to be noted that the Forms Committee is not formally an inde-
pendent organ with a right of decision but it must submit its recommen-
dations for forms and their contents to the parent organizations for rati-
fication. Usually the approval of the principles is obtained from the parent
organizations before the decisions are recorded in the minutes of the
Forms Committee. Because the matters, except for some minor details,
have been approved just as recommended by the Committee, its actual
powers have been quite extensive.

842. Use of different contract forms in private forests in 1956—58

The period 1944—50 stands out as a time of significant reform in
contract forms of the roundwood market: until then the forms were entirely
designed by the buyers, but at that time there appeared the ones first
made by officials and later by a joint committee of the buyers and sellers.
The parent organizations have agreed to use the jointly prepared forms
upon a request by a buyer or seller. In practice these forms have become
common in two ways. First of all, a rather large number of buyers use only
the standard forms and many others have designed their own forms in such
a way as to gain the recognition of the Forms Committee. The former have
usually been small-scale buyers and the latter large-scale buyers. For
other buyers the decision has been left to the seller: the standard forms,
which the buyer keeps on hand, are used upon the seller’s request.

The difference between the forms printed by the buyers and recognized
by the Forms Committee and the standard forms is largely a matter of
form (the name of the buyer, the listing of products, etc., are printed). The
Forms Committee has strictly abided by the principle that the general
conditions of the contracts are not to be changed, although some of the
forms printed by the buyers provide a possibility for the buyer and seller
to agree on conditions not mentioned in the standard forms (cf., for ex-
ample, Forms Committee minutes of Nov. 20, 1950; Jan. 22, 1951; Nov. 9,
1951; March 1, 1956).

It was of interest in the marketing questionnaire to discover how
common the use of different contract forms was. The question alternatives
are seen in the questionnaire (Appendix, Question Series 4). Results are
illustrated in Table 12. The practice most common in each commune in
1956—58 is shown in Figure 11.

The standard forms drawn up by the Forms Committee have spread
over the whole country and in 1956—58 they were the most commonly
used forms nearly everywhere in Finland. District 17 and parts of districts
13 and 16 were the main exceptions. In these areas the forms designed
by buyers were most commonly in use. In 78 9 of all the communes for
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which questionnaires were returned the forms designed by the Committee
or made by the buyer in accordance with the standard terms were most
common. In addition, in some communes the “non-recognized” buyers’
forms were most common, but in others they held only a minor position.
The practice of making no written contract was third in importance, or it
was not known at all1 (districts 17 and 18).

Since the standard forms of the Forms Committee came into use only
after the beginning of the 1950’s, it is probably that they are still in the
process of becoming more widely spread. In areas such as Northeastern
Finland they have replaced, practically speaking, all other types of contract
forms. In this way the terms of the standard forms are becoming more and
more established as the norms in the sales of 1oundwood and are — through
institutional agreements — gaining the status of trade customs as has been
the goal.

The State (the State Board of Forestry) has not participated in the work
of the Forms Committee. As pointed out before, the principles governing
the sales from State forests have been established by law (As. 140/1922)
and the regulations concern both the buyer and the seller (State Board of
Forestry). The Statute leaves some details to the State Board’s discretion.
Paragraph 26 of the Sales Statute grants the right to the State Board to
make certain exceptions to the terms and according to § 27 the terms on
local retail are Ieft entirely to be decided by the State Board of Forestry.

The development of the trade customs of the two most important
sellers, the private forest owners and the State, is basically quite different.
As the private forest owners have remained passive until very recently,
the development of the customs has mostly been dominated by the ac-
tivities of the buyers. The State, in contrast, because of its legal status
as a public functionary has one-sidedly regulated the practices.

A formal indication of the special character of trade customs in sales
from State forests is that even in contract sales the detailed sales terms
do not appear in the contract forms but only a reference is made to the
terms printed in the auction notices distributed to the buyers. These in
turn refer to the Sales Statute although additional clauses appear. Only
the special conditions of each sale are included in the contract.

843. Scandinavia

As mentioned in Section 82 in Norway the tendency as early as in the
1920’s was toward uniform contract terms in the collective negotiations

1 These cases have been explained by promt sales (’hand sales”) with no agreement
made in advance.
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Table 12. Contract forms used in private forests, 1956—58.
Taulukko 72. Yksityismetsissd kdytetyt kauppakirjakaavakkeet 1956—58.

Communes: Frequency
Using contract forms designed by: Kuntien : value
Kaupoissa kdytetddn : Runsaus
number % luku
luku
1 ‘ 2 3 4
4 a. Buyers — Ostajan laatimia kaavakkeita 103 21 798
4b. Forms Committee (or equivalent) —
Yleiskaavakkeita (ks. liite kysymys-
SAPJA D) s scivonsman onsd sssssanass 374 78 1315

4 c. Only oral agreement is made — \
Kauppa perustuu vain suulliseen sopi- ‘
MUKSeen . ................o.o....... 3 ‘ 1 \ 221

l
|

Total — YAIEensd . .................... | 480 | 100

between the buyer and seller. During the period now being studied terms
approved by both parties have generally been applied. The general terms
(quality requirements, measurement practice, pricing, force majeure, etc.)
of contract have been printed separately (Kontraktbetingelser). The con-
tract forms — both the inmelding forms used by the forest owner and the
ones used between the sales association and consumer firm — list therefore
only the special conditions for each sale; otherwise only a reference to the
general terms is made. The general terms of the contracts have been de-
signed by river districts but they are, except for pricing, rather uniform
in the whole country. The contract forms include mention of the seller and
buyer organizations which have approved the forms.

The general conditions and the actual contract forms provide the bases
for trade customs in the marketing of roundwood from the private forests.
In the main they are also applied to the delivery sales from the State
forests. The conditions concerning the sales of standing timber from the
State forests are stipulated in Instrukser m.v. ... (1919) and in the con-
tract forms issued by the Direk.oratet for S.arens Skoger.

As mentioned in Section 82 the collaboration of the Swedish forest
owners’ and buyers’ organizations (including timber measurement associ-
ations) have resulted in a considerable uniformity of the contract forms in
each marketing region. Contrary to the Norwegian practice most of the
trading conditions are included in the contract forms. True, certain general
principles are outlined in the collective price agreements but they are of
less permanent nature than the Norwegian Kontraktbetingelser.

It is important to note that the forms used in the contracts between
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4a
4b ===
4c
4d @5 B

{ Fig. 11. The most common type of contract forms by communes, 1956—358.
Key to symbols in Table 12 and in the Appendix.
Kuva 11. Yleisin sopimuskaavaketyyppi kunnittain, 71956—58. Merkkien
selitys taulukossa 12 ja liitteessd.
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individual forest owners and forest owners’ associations are also applied to
the contracts between the associations and consumer firms. Furthermore,
the stipulations of these forms are generally applied also to the direct
sales from the forest owner to consumer firms, very often even in those
cases when contract is closed between unorganized buyers and forest
owners.

85. Contract period

851. Sales of standing timber

In the standard forms the term extraction period” is used. It refers to
the time within which the buyer must carry out the cutting of timber and
hauling to a prescribed point of delivery.

On the front of the forms there is only a brief mention of the extraction
period: ”The logging and hauling must be completed by ...,

month
........................ , 19......." This presupposes that in each case the seller and
day

the buyer agree upon a certain date. Since in Finland the felling year usually
is concluded at the end of May, the extraction period is often agreed to
terminate on the last day of May or thereabouts. Some buyers state the
extraction period as a certain length of time, for instance, two years,
which commences with the date of making the contract. In these cases the
contract period usually ends in autumn.

The general terms of the contract (on the reverse side of the form)
include some important additions. At first it is stated that for products
ready for hauling the period can be extended beyond the termination of
the extraction period up to the last of May of the following calendar year,
by which time the measuring must also be carried out. If this possibility is
used, the seller has the right to receive an advance payment and the buyer
must pay interest for the balance of the sales price over a period starting
from the agreed end of the extraction period.

The need for an extension of time for hauling arises from the special
character of the harvesting of forest products. For instance, an exceptional
winter may force the buyer to deviate from his original logging plans. In
general, this additional provision gives him more flexibility and possibility
for adjustments without any considerable loss to the seller.

The only condition for the extension of hauling time is that the products
be ready at the end of the extraction period. A product ready for hauling
refers to wood which after felling has been cut into such a form that it can
be hauled from the forest by ordinary means (Forms Committee May 2,
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1952). The Supreme Court, KKO, (ruling 11 10/Jan. 27, 1954) after voting
has given the concept ready product even broader interpretation by con-
sidering the buyer entitled to haul the wood during the coming winter
even if the timber was only felled during the agreed extraction period but
cut to dimensions afterwards.

The Forms Committee (Oct. 22, 1952) has also considered the possibility
of treating the wood when left in the forest under the conditions stated
above. It has taken the stand that the buyer can, after the actual extraction
period, have the wood barked and carry out any other measures necessary
to prevent damage. However, he must consult the forest owner on the
matter.

The conditions of the standard forms appear also in the forms printed
by the buyers and recognized by the Forms Committee. They are often
found even in buyer-printed forms which have not been recognized by
the Forms Committee. In these forms different terms of sale are also
common. In one such form the clause on the extension of hauling time
requires only the felling of timber (instead of products ready to be hauled)
by the end of the original extraction period, and another clause states that
the seller continues the extraction period for an agreed annual compen-
sation if the buyer so desires.

The definition of the contract period in the forms used in 1936—38
have varied to a great extent. Common to all of them has been that the
contract period'was set to end at a certain date. Most of the forms have
also included a mention of an extension of logging time. It, however, had
not been restricted to products ready for hauling but the forms have held
that the contract period is extended upon the buyer’s request for a compen-
sation described more precisely in the contract. Such forms are exceptions
in which no mention of an extended contract period is made, or where an
automatic extension of contract period until the end of the following
winter is granted for products ready for hauling and the buyer has reserved
the right to continue the contract for a compensat.on. The practice of
admitting a year’s extension for ready products (or for felled timber)
accompanied by a provision in case of force majeure has also occurred.

As a general observation, the prewar forms of different buyers defined
the contract period in a great variety of ways, although the materials for
the principles adopted by the Forms Committee and widely accepted in
1956—58 were already in existence.

In State forests the extraction period in stumpage sales extends, ac-
cording to the Sales Statutes (§ 12) and if not otherwise stated, until April
15 of the second spring after the bid in an auction is approved or a sales
contract written. This principle governed the contract period in 1936—38.
By 1956—58 the extraction period had been extended until April 30.

8
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The sales regulations for State forests make no mention of an extension
of hauling period for ready products. The State Board of Forestry, however,
has the right to grant an extension of extraction period up to five years
with terms to be especially arranged. An extraction period exceeding five
years must be submitted under the decision of the Ministry of Agriculture.
The possible extension of the extraction period has no effect on the length
of time for making payments.

852. Delivery sales

In the standard forms the mention of contract period reads: "The

logging Period ends O weorsmivcmmmemmsmmmmssensmacsns sasssrsssssssasisvonsas , 19.... , by
month day

which date the products must be hauled to ... storage

area to a place approved by the buyer.”

In the special forms for Northern Finland the clause on the actual
logging period has two parts. The content of the first part is the same as
in other standard forms. The second part is a direct continuation of the
first: ... and from there immediately after the floating rivers are freed
from ice, 10 the w...cowssmmmomasoimomssmsmmssnss floating district of ..o
................................................ River under ......cocceeevevieeiiieeieeeee.. River
Floating Union, where the responsibilities of the deliverer end.”

The contract forms for delivery sales, except for the statement on
floating in Northern Finland, presuppose that the parties agree on an
exact date by which the wood must be at the point of delivery stipulated
in the contract. A date somewhat before the end of the felling year (May 31)
is usually chosen; such dates as March 15, April 1, April 15, and April 30
are quite common, depending on the buyer’s transportation plans. One
particular reason for an early date is that the buyer then has a possibility
to arrange barking and other preparatory work for transportation well in
advance of floating.

The additional clause in Northern Finland has its origin in the common
practice whereby a seller usually floats the products to the main river
where the floating union in turn takes the responsibility for the wood
(Forms Committee Jan. 16, 1950). It would not be possible to set an exact
date in such a case, but what interests the buyer is that the wood arrives
in time to be joined with the collective floatings done by the floating
union.

Forms intended for heavy timber include also a statement of felling
time (for example: ”Hardwoods are to be felled in the summer for seasomng/
in the winter and the conifers in the winter/.........c.coonin. ).
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The contract forms for delivery sales do not include such extension
clauses as appear in the forms for stumpage sales.

The recognized buyers’ forms which were in use in 1956—58 had the
same kind of conditions for logging period as the standard forms. In other
forms printed by the buyers the clauses on the logging period are either
exactly like those in standard forms or slightly different. For example, the
form may have a column for felling time separately included. In Northern
Finland, the division of contract period into two parts is only seldom made,
but instead the floating district of a floating union can appear as one
alternative for the place of delivery. When this is the case, it is left for
the deliverer to carry out the floating on minor rivers by a date, usually a
late one, agreed upon in the contract.

In 1936—38 it was customary for the contract forms to define the de-
livery as a two-phase operation; in Northern Finland it could even have
three phases. At first, there was the date by which the making into products
had to be completed. This regulation, which in the standard forms is
distinguished from the logging time as a "felling time”, has probably been
governed more by technical than commercial considerations: it has been
attempted to select the time of felling so that the wood is not damaged or
that it will be in proper condition for long-distance transportation; for
example, the time of felling of birch logs for seasoning determines its
floating properties. This requirement can also serve commercial purposes
in that by making the deliverer start the logging at an early date, there is
greater assurance of the work’s being completed in time.

The second date—and often the only one in Southern Finland—in the
contract period has been the time when the product has had to be at the
place of delivery, in other words, hauled by a long-distance transportation
route. In Northern Finland this point has served only as a storage place
for measuring. After that the contract has made the deliverer responsible
to transport the timber to the main river in time for the collective floating
of a certain year, often called the year of delivery, to be handed over to
the floating union.

This review of the development of contract period gives clear proof of
the successful work of the Forms Committee in bringing about uniform
clauses and more balanced consideration of interests of the two parties
of the sale.

In the delivery sales from State forests in 1936—38 and 1956—58 the
logging period ends at the conclusion of each felling year, in Southern
Finland April 15 and in Northern and Eastern Finland April 30, "if very
special reasons do not prevent the fulfillment of the contract.” This
condition refers to the ordinary force majeure (see Section 86).

In certain cases, for example, when the point of delivery is near such
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a route on which further transportation is possible only when the ground
is frozen, the buyer and seller may agree on a different ending date.

The long-term contracts for delivery are not much different in this
respect. The long term refers only to the period for which a certain schedule
of annual deliveries is in effect.

853. The length of the contract period

The length of the contract period was also of interest in the marketing
questionnaire. The three alternatives appear in the Appendix, Question
Series 5. In stumpage sales the first alternative (prompt sales) naturally
could not be possible.

The distribution of the number of communes by the dominant practices
in each of them is evident from Table 13.

Table 13. Length of the contract period in private forests, 1956—58.
Taulukko 73. Sopimusajan pituus yksityismetsissd 1956—58.

Sales of standing timber | Dehve;sual’eséﬂ-iﬁi
Pystykaupat ! Hankintakaupat
Length of the period Communes: | | Communes: } F,_,,_ |
Sopimusaika Kuntien : | rsgillxsgcy } Kuntren | r(i,qallxsgcy ‘
fitber | " | Runsaus- | pumber | Runsaus-
% | luku ‘ luku }
luku 1 luku ‘
1 2 | 3| 4 [ 5 |6 | 7 ;
: ] T
5a. Promptsale — Kdsikauppa| — | — | — | 9 2 ; 857 |
b. Up to one year (including| ; ‘ O ,
contracts with extended ‘ | | ' ]
hauling — Enintddn 7 i ‘ |
VUOSE oo 253 | 55 | 1195 | 469 = 98 | 1375 |
c. Over one year — Pitempi { ‘ 1 ‘
kuin 7 vuosi ............ 206 45 | 948 | — . — 177 .‘
Total — Yhteensd. .......... | 459 | 100 | — | 418 100 — |

It is worth noting that in the delivery sales the contract period of less
than a year is prevalent. The areas (especially Southwestern Finland)
where prompt sales are common form the only noteworthy exception.

This is easy to understand from the standpoint of the buyer’s needs.
Long contract periods in allowing flexibility in the carrying out of logging
could bring difficulties in obtaining roundwood in years unfavorable for
forest work. The practice adopted is apparently also governed by financial
and security considerations: a short contract period provides quick returns
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for the advance payments given in the beginning of the contract period
and the buyer needs a shorter time to oversee logging. A contract period
of more than a year is hardly known.

In stumpage sales a contract period exceeding one year is frequently
applied. Furthermore, since most forms including the standard forms
for stumpage sales allow an extension of hauling time for ready products
until the end of the coming felling year, the contract period of these sales
for this reason alone is longer than for the corresponding delivery sales.

In 1936—38 the conditions were, according to the marketing question-
naire, about the same as in 1956—58: the contract period for delivery
sales rarely exceeded a year, but in stumpage sales a period of two years
was commonly in use.! During the time from 1936—38 to 1956—58 the
contract period in stumpage sales probably has become slightly shorter,
but in delivery sales it has remained quite constant.

As we have seen in earlier paragraphs, a contract period covering two
winter seasons applies to stumpage sales from State forests whether sold
by auction or with a written contract. The total contract period, counted
as starting from the date of auction, is approximately a year and seven
months. The sales with written contracts are made as a rule after the
auction, and the period is slightly shorter, approximately one and a half
years on the average. An exception is made in the case of heavy hardwood
timber which is to be floated. The bids for these are submitted usually
early in July and the total contract period, therefore, is from two to three
months longer than in the sales of other products.

The contract period for delivery sales usually consists of only one
winter season covering seven to eight months, except the approximately
ten-month period for veneer birch. — As mentioned earlier, pulpwood is
sold mainly on prompt terms in the spring.

An extension of removal period up to five years is given by the State
Board of Forestry according to need. The condition is that the buyer
apply for the extension before the end of the original contract period and
pay the sale price. The State Board has the right to review the price
level when the extension is granted.

The principles governing the stumpage sale contract period in State
forests and in private forests differ chiefly in that for private forests a
two-phase contract period is so defined that an extension of extraction
period by one year is granted only for products ready for hauling. Neither
is there anything in private forestry corresponding to the long-term
contract periods used by the State Board of Forestry.

1 Theforest chiefs and forest officers of a number of wood-using firms have confirmed
this statement.
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854. Scandinavia

8541. Norway

For stumpage sales a certain fixed date is set in the contract in which
time the timber must be extracted. Ordinarily, the extraction is to end in
the summer at the conclusion of the felling year so that the total contract
period is less than a year. In addition, there is a clause whereby the buyer
is to carry out the harvesting in the least time possible. There is no mention
of an extension of the hauling period, except a general force majeure clause.
The law (Lov om ... 1908) prohibits a longer contract period than three
years (in exceptional cases, five years).

In delivery contract forms the contract period extends over the felling
year, often stating a more definite date. The general conditions, however,
include the clause: ”The timber must be ready to be measured by the
first of May. If the log-scaling association considers it necessary from the
standpoint of measuring and floating, it can in certain districts require
the timber to be ready for measurement by an earlier date, but not before
the first of April.”

In Norway the contract period is commonly defined within the felling
year. Most of the sales are made in the autumn and as a rule the contract
lasts less than a year.

According to the regulations (Instrukser m.v.... 1919, pp. 65—66)
and contract forms concerning the stumpage sale of roundwood from
Norwegian State forests the contract period ends at certain date to be
stipulated in the contract. For smaller parcels, with favourable extraction
conditions, the period should end not later than July 1, next year. For larger
sales, or in cases when extraction conditions are unfavourable, the period
can be two years and in exceptional cases three years. The chief of the
Direktoratet or — concerning small parcels — the district forest officer may
allow an extension of period stipulated in the contract. In these cases a
price increase equal to the assessed "’value of growth” during the period
of extension is generally required. The timber which is not extracted by
the end of the stipulated — or extended — period belongs to the State.

In delivery sales the practice of private forestry is generally followed.
Consequently a contract period lasting from autumn to the end of the
felling year is mainly applied.

8542. Sweden

In the sales of standing timber from private forests the contract period
usually lasts 2—3 years, in Norrland even five years. A period shorter than
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two years is rather seldom applied. On the other hand, the law prohibits
a longer contract period than five years. No mention is made of an ex-
tension of the hauling period (cf. Finland).

In the State forests the extraction period is usually stipulated to end
on June 1 of the summer following the closing date. The district forester
is entitled when required to allow a year’s extension for felling trees still
standing and for hauling trees made to products without payment. Further
extension of hauling and extension for felling time may be allowed against
payment stipulated by the Domdnstyrelsen. This payment covers the
delay caused to the silvicultural operations after felling and adminis-
trative inconveniences (Bestimmelser géllande .. 1959). Extension may
be decided only for the period of one year each time. If no extension
is applied or admitted all the timber covered by the contract which is in
the forest at the end of original contract period belongs to the Crown.
Thus the regulations concerning the contract period are very similar to
those applied in Norway. A basic difference can be seen, however, in the
motivation of payment in case of extension.

In delivery contracts between private forest owners and buyers (in-
cluding forest owners’ associations) the contract period generally ends with
the felling year as in Finland and Norway, thus lasting mostly less than
a year’s time. In the private forests of Southern Sweden (price region V)
the extraction period of sawlogs usually ends on April 30 or May 31, where-
as the period of pulpwood usually extends to October 1. In fact it seems to
be quite typical of the Swedish practice to stipulate a different delivery
time for different assortments.

The differences in contract periods depend mainly on transport
considerations. When timber is floated it must be delivered before
floating starts. In the case of truck transport more flexibility is
allowed.

An interesting feature of region V is the stipulation that the seller is
allowed to deliver 10 9%, of the quantity after the ordinary contract period
(but not later than December 1). In the contracts between the forest
owners’ associations and consumer firms the contract period is approxi-
mately of the same length but usually ends somewhat later than in con-
tracts with individual forest owners (which contracts are the basis for the
deliveries of the associations).

According to the regulations concerning the sales of roundwood from the
State forests (DRS § 6) the delivery period should not cover a longer time
than the next felling or floating season. Certain differences between various
regions and timber assortments can be realized in the frame of this general
principle, mainly depending on transport conditions. The stipulation of
contract period depends also on the type of delivery (delivery to roadside,
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river bank, freely sorted at river mouth, mill store). If, for example,
roundwood is sold to be delivered sorted at river mouth, only the time by
which the timber must be delivered to river bank may be stipulated in the

contract. Further transport to the final delivery point is the responsibility
of the floating association.

86. Force majeure

861. The meaning of force majeure

Contracts for future trading include generally the clause concerning
force majeure. The content of the concept "force majeure” has been an
object of some debate but it is generally agreed that it prevents the ful-
fillment of the contract and that the person involved in the contract had
no means of taking it into consideration (RANINEN 1951, p. 189).

It is not the purpose of this investigation to make a more detailed
analysis of the basis of the concept. This can be found, for instance, in a
comprehensive study made by GopenuiELM (1954). However, there are
two questions of particular interest in the present investigation:

1. What is considered a force majeure in the marketing of roundwood ?

2. Do the contracts used in the roundwood trade follow some general

pattern in force majeure decisions in view of the obligations of the
both parties concerned, especially in considering the length of
contract period?

These questions will now be considered briefly.

In many contract forms applied in international trade, for instance, in
”’Uniform 19517 for sawn wood, two basically different force majeure cases
are distinguished:

a. the objective impossibilities mentioned in commercial legislation,

such as war and blockade, and import and export prohibition;

b. cases which are closely connected with the trade and especially to

the enterprise of the seller and/or the buyer, such as (in Uniform
1951) floods, droughts, ice, damagz to mill and/or timber yard or
shipping yard, strike, lock-out; and a general clause: ”any other
cause beyond the seller’s control.”

GODENHIELM (1954, pp. 145—162) mentions as a third group (c) such
factors as cannot easily be fitted into ”a” and ’b”, as ’delay and/or loss
of tonnage” in some contracts in international trade. He emphasizes the
subjective character of these force majeure factors.
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862. Force majeure clauces it Finnish contract forms

The standard forms for roundwood contain the following force majeure
clause:

Sales of standing timber:

”1f the removal of wood is hindered by lack of snow, a strike, the
breaking out of war, or other irresistible force, the extraction period is
extended for an additional compensation after the force has ceased until
the end of the following felling season, however, no longer than four years
from the date of signing the contract.”

Sales with delivery contracts:

”1f the logging is partly or entirely unfinished at the end of the agreed
logging period because of a lack of snow, a strike, the breaking out of
war, an official order, or other irresistible force, the delivery contract is
void for the part not hauled to the point of delivery, and the deliverer
must return payments not met by the delivery with interest from the date
of receiving the advance payment to the date of returning the money.”

The brief list in the standard forms includes actually all the different
types of force majeure: war (group a), strike and (for delivery sales) official
orders (group b), and lack of snow which GopENHIELM (1954, p. 161) lists
in group ¢, although I feel that it could as well be placed in group b.

Most typical of the roundwood trade in the Northern countries is the
lack of snow, which can make the hauling of logs from the forest to the
point of delivery impossible. Some change, however, has taken place as
motor vehicles are being introduced and adopted.

Official interference refers primarily to cases when the administrators
of the Law on Private Forests prevent the materializing of felling plans
if the felling would constitute a breach of the law. Similarly colonization
authorities may have a right to prevent felling in certain cases.

GODENHIELM (1954, pp. 166—178) divides the force majeure clauses
into three groups according to their consequences:

a. clauses by which the contract period is extended within certain limits
in case of an irresistible force; the right for extension usually belongs
to the seller;

b. clauses stating that the contract in the case of force majeure is void
either entirely or at least for the part not materialized by the time
of force majeure; in this case the buyer and seller are in an equal
position;

c. clauses which provide the possibility to alter the contract terms
(e.g., means of delivery or/and price).

In the classification drawn up by RANINEN (1951, pp. 191—192) the

ML

groups ’a” and ’b” are very similar to those above. As a third group (c)
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he mentions the contracts in which the seller by his option can either
dissolve the contract or modify the terms so that the contract is extended
beyond the period affected by the force majeure.

Often (e.g., Uniform 1951) the same contract implies different handling
for different causes of delays.

The samples given above of the force majeure clauses in the standard
forms suggest that two distinct practices are applied in the sales of round-
wood: in stumpage sales the contract period continues after the hindrance
ceases to exist until the end of the following felling year, but no longer
than four years; in delivery sales the contract is discontinued for the wood
which has not been supplied when the obstruction appears.

Thus, the solutions have appeared to be dictated by practical consider-
ations. In sales of standing timber the advance payments to the forest
owner at the beginning of the contract period are considerably high (see
Section 89). The repaying of this money in many cases could create diffi-
culties. This alone makes it reasonable to extend the contract period. In
delivery sales an extension of the contract period would often require pro-
longed supervision of the seller’s activities by the buyer, wherefore it is
more simple to cancel the contract altogether. Ordinarily the advance pay-
ments in delivery sales are made as the logging progresses, so that the seller
is usually not greatly in debt to the buyer when the contract is cancelled.

The force majeure clause of the contract forms has also been included
in the buyers’ forms recognized by the Forms Committee.

In 1936—38 the contract forms for stumpage sales commonly included
a force majeure clause, the principle in which was the continuation of the
contract period just as in the standard forms (cf. also JarLava 1932, p. 76).
In delivery sale contract forms, in contrast, this clause was very exception-
al (only one of the twelve forms investigated had it included). A literal
interpretation of these contract terms made it possible for the buyer to
require the deliverer to cancel the contract, to pay interest forthat part
of the sales price which the deliveries did not cover, and to pay fines if
”for one reason or another” the delivery had not been made.

The sales terms of the State Board of Forestry do not include any
specific mention of force majeure. It can, however, form the grounds for
an extension of extraction period (stumpage sale) as has already been
mentioned. The buyer is then required to make an intermediate payment,
whereas in buying from private forests this was not necessary. The delivery
contracts, in turn, have contained a reservation: ”. . . unless prevented by
very special reasons”. We could interpret this as a force majeure clause.

Many investigators, for instance, RANINEN (1951, p. 192) and GODEN-
HIELM (1954, pp. 162—165), stress the obligation of the seller to inform
the buyer of an unavoidable cause as early as possible. However, this does
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not usually concern, according to GopENHIELM (1954, p. 171), the causes
listed in group ”a”. The standard forms do not especially point out the
need to notify the buyer.

It is interesting to note that a force majeure in the contract forms of
the roundwood trade has, especially in the 1930’s, been given only brief
mention. One reason for this is that only rarely is such a provision needed.!
However, when neglected, the courts tend to settle the case in favor of
the buyer (GopENHIELM 1954, p. 201). GODENHIELM (pp. 202—204) stres-
ses, however, that this “restrictive interpretation” should not be applied
as a general rule. First, in the branches with standard forms (typkontrakt)
each regulation should be interpreted by comparing it partly with earlier
and partly with existing standard forms. Furthermore, force majeure
clauses must not be read as an isolated item but in connection with other
contract stipulations.

863. Scandinavia

In Norway the “General Terms for Contracts” (Kontraktbetingelser)
covering the area of three forest owners’ associations (2, 3, 5) defines
force majeure as a case in which the fulfillment of the contract is prevented
by:

(a) very exceptional nature conditions;

(b) labor dispute on an organizational level or

(c) other factors (begivenheter ) beyond the control of the parties.

[t can be seen that the Norwegian force majeure concept corresponds
fairly closely to the Finnish one as expressed in the standard forms. Group
(a) is somewhat broader than lack of snow (in Finnish forms); no special
mention of war and official order is made in group (c).

The Norwegian force majeure clause postpones the fulfillment of the
contract by the time the irresistible hindrance lasts.

Swedish force majeure clauses are not uniform in the contracts between
private forest owners and their associations. The following force majeure
cases are usually mentioned in the contracts: war, strike or other labor
dispute, lock-out, fire, hindrance caused by nature, lack of labor, other
factors beyond the control of parties concerned. These are listed in at
least four out of the six forms studied (including State forests). In addition
mobilization, blockade, fack of means of transport and orders of authori-
ties are mentioned in some contract forms.

All type of force majeure cases mentioned by GopENHIELM (1954, pp.

1 Information received from the forest chiefs of many firms.
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160—162) are represented in the above list which is much more compre-
hensive than in the Finnish and Norwegian clause of force majeure. It
demonstrates especially the difficulties caused by lack of labor in Swedish
forestry to the fulfillment of the contracts.

One form studied omits the force majeure clause.

The regulations concerning the sale of roundwood from the State forests
(DRS § 6) determine that the following hindrances should be included in
the force majeure clause: blockade, strike, lock-out, fire, hindrance caused
by nature, lack of labor and means of transport, orders of authorities and
“incorrect outfloating or sorting” (if quantity delivered is based on the
number of pieces determined after sorting).

The procedure in force majeure cases is very uniform: the seller is free
from all damage provided that he immediately informs the buyer of the
hindrance.

87. Trade customs concerning the determination of the quantity

871. General

Until very recently the determination of the quantity of roundwood
to be included in the sales from private forests was often quite indefinite.
The practice is referred to as ”’bulk sales”, which could include "all the
wood that the buyer cares to remove” or all timber in a certain area ex-
ceeding a given diameter for an agreed total price (JaLava 1932, pp. 56,
162). In these cases the pricing was based on the same indefinite descrip-
tion of the quantity.

It is characteristic of the roundwood market that at the time of sale
the goods are not ready, but the quantity has to be estimated usually on
the stump. Because the margins for error in an estimation are rather wide,
it has become a common practice in Finland to determine the quantity
at two stages. There can be distinguished:

a. the estimation of the volume of timber before the sale and the
defining of the sales quantity in the contract on the basis of the
estimate;

b. the confirmation of the quantity for which payments are made at
the conclusion of the contract (after extraction), that is, the measure-
ment of products.!

This section will be devoted to the customs in expressing what the

sale is to include. The measuring of the products is treated in Section 88.

1 In the stumpage sales of heavy timber only the number of stems is often deter-
mined.
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872. Sales of standing timber

The standard forms include the following clause on the quantity:

”The seller grants the buyer the right to remove . .. all marked timber
according to the marking record | trees to be marked according to an estimate, the
marking being done by ........ ... ... .. with a mark shown below:”

(Following this statement is a table on which the quantities of each
product can be written.)

”The margin mentioned in the first point of the contract terms is
4+ ...9%.”

On the reverse side of the form (”Contract Terms” § 1) there is a more
complete explanation:

”1f the contract is made before the marking of timber and the further
conditions on the front page do not stipulate that the sale includes all the
wood to be marked from the agreed tract of timber land, the preliminary
estimates are binding, and for each product the deviation from the esti-
mated quantity must be within the agreed percentage limits. If the quanti-
ty is expressed with two limits, the final volume must fall between.”

In standard forms the quantity of a sale can thus be given as:

a. certain existing marked stock or as the timber which will be marked
in a prescribed area after the sale; in both cases the quantity is
actually determined by the number of stems, though it is customary
to convert (estimate) the quantity of cordwood into cubic meters
and heavy timber into cubic feet;

b. a certain quantity of wood expressed in number of stems, in cubic
feet, or in cubic meters with a margin to be stated. The range can
be given either as a percentage variation from the estimated quantity
or as the limits.

The volume estimated either when marking or otherwise in advance
and the result of the measuring at the place of delivery nearly always
differ from each other. When the object of the sale is the timber already
marked by a professional forester, the available estimate for the volume
of products is fairly accurate, the true quantity ranging usually within
+ 10 9 of the estimated volume, and when the quantity is expressed as
a number of stems it is, practically speaking, exact. Besides, the buyer
has an opportunity to check the seller’s estimate. It is therefore feasible
to define the quantity as all the timber marked for removal without need-
ing to state any upper and lower percentage limits. The commercial sig-
nificance of the estimation of products lies then mainly in the possibility
to determine the advance payments and the financing schedule in general.
It also gives the buyer an idea of the extent to which his total demand

will be satisfied.
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When the sale is made prior to the marking of the timber the estimate
is usually less accurate and the margins of error wider. It is to be under-
stood in the light of this why in the contract forms the quantity is based
on the estimated volume of wood. The buyer and the seller may also make
an agreement that the sale comprises all marked stems, but this must then
be specified in the contract.

In the stumpage sales of heavy timber the quantity is commonly given
as the number of stems regardless of the fact that the volume is also
estimated upon marking. Unless it is specifically stated in the contract
that the final price is determined according to the mean volume, the buyer
is obligated to pay the agreed stem price even though the final measuring
would reveal that the mean volume was incorrectly estimated (cf. KKO 11
403/Nov. 1, 1950).

The defining of the quantity of a purchase as the amount of timber
marked for removal has a definite legal significance. By its ruling (KKO
IT 105/Sept. 26, 1955) the Supreme Court required the buyer to pay
also for those marked trees which he had not removed within the agreed
period.

The marketing inquiry Il sought also an answer to the means of ex-
pressing the quantity in the sales of sawlogs at the end of 1959. The results
prove that the use of stem number and cubic foot content were almost
equally common in stumpage sales, but in delivery sales the latter is promi-
nent. As the basis for payment the cubic content dominates also the sales
of standing timber. Especially in Northern Finland it is a general practice
to use cubic feet volume — to be measured after extraction — as the basis
of price determination even though sales quantity is determined as a
number of trees. :

Cordwood is practically always expressed in cubic meters.

It ought to be noted that the standard forms for stumpage sales pre-
sume the marking of trees in advance of the logging. The marking of the
borders of a clear-cut area can be considered as filling this description.
The importance of marking is emphasized by the provision in the standard
forms that the buyer must pay double the price for unmarked stems which
have been felled.

In those buyers’ forms recognized by the Forms Committee that were
studied for the present investigation, the clause on the description of the
quantity of the sale was the same as in the standard forms. In other buyers’
forms which were studied some differences could be found. At first there
ought to be-mentioned those in which the clause covered the same aspects
as in the standard forms. Some included a technical addition which reserved
the right to agree on a different percentage of allowable margin for quanti-
ties expressed in number of stems and in cubic meters, in other words,

R4
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for heavy timber and for industrial cordwood. Some forms had the per-
centage (e.g., 10 9;) already printed in the form.

In addition to these rather uniform contract forms there were also ones
in which the quantity was assumed to be expressed only as the timber
marked, whether this marking had already been done or was to be carried
out later on, with no reference made to volume. The following state-
ment was also encountered: “trees which could be removed within the
confines of sound silvicultural practices, as designed by the buyer” on the
basis of marking carried out either by the buyer or the seller in the past
or in the future. Here the determining of quantity is related to a rather
indefinite clause on the quality.

The contract forms for stumpage sales employed in 1936 —38 can first
be divided into two groups according to the manner of defining the
quantity:

a. The forms which defined only the area where the logging was to be
carried out but had no printed clause concerning quantity, or at the most
a statement: "the sale includes .................... ”’. Then the quantity
was defined mainly on the basis of information which the buyer’s repre-
sentative had gained in appraising the forest or which the seller was able
to provide. In the latter part of the form there usually was a statement on
marking and measurement.

b. The forms in which both the logging area and quantity were stated.

The former type was probably more commonly used. The difference
in the content of the two was not very great since the forms in group "a”
had probably the definition of quantity written out afterwards in much
the same way as printed in ’b”-type forms.

The actual practice in describing what the sale would include varied
to some degree with the enterprise (and locality). It seems likely that
usually the sale was defined to include the timber marking either in ad-
vance through the seller’s initiative, or after signing the contract through
the buyer’s action. The estimate of the volume included in the contract
was legally of secondary importance although it had significance, for in-
stance, in the planning of payment schedule. The forms of type ’b”, in
particular, often defined the purchase as including all green and healthy
wood which satisfies the buyer”, making some restrictions on diameter,
etc. The determination of the volume of these sales was rather indefinite.

A less common practice was to state the quantity of the sale either as
the number of stems or cubic content (e.g., approximately 310 stems,
150—200 cu.m. stacked measure). One firm, however, had even retained
a right "to select as many unmarked trees as was necessary to attain the
stated number of stems.” This emphasized the attempt to obtain the
volume set as the goal.
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The Sales Statute defines no conditions for the expression of the quanti-
ty in the sales from State forests. The Statute does state the minimum
dimensions and quality which the buyer must consider regardless of
whether the sale is done on a stem basis or volume basis. Furthermore,
§ 9 of the Statute implies that the payment ought to be made for the
quantity (or number of stems) which the buyer either on the basis of the
sales regulations and/or contract is responsible to accept regardless of
whether he has removed all of the trees or not. This is supplemented by
a statement in the third paragraph of the Statute which makes the buyer,
if not ordered otherwise, responsible to pay for every tree marked for the
sale if the purchase is made in terms of number of stems. For instance,
storm, forest fire, or some other calamity which occurs after the contract
is closed does not relieve him of this responsibility.

These regulations emphasize the importance of marking as the basis of
quantity (see also State Board of Forestry Circular, Jan. 18, 1934). In the
course of logging it is possible for the sellers’ and buyers’ representatives
to check the decisions made upon marking and to agree for example, on
the making of pulpwood from stems marked for sawlogs but inadequate
by dimensions or quality. The felling of an unmarked tree is penalized by
requiring the buyer to pay at least double the value of the tree according
to the assessment of the district forest manager (As. 140/1922 § 9).

In the State Board notices for sales of heavy timber on the stump in
1936—38 the number of stems by tree species and the mean volume of
all marked stems were reported for each marked stock. In 1956—58 they
were informed separately for each species. It was particularly pointed
out in the sales notice that the information on the mean volume was not
considered binding for the seller.

The size of each sale was expressed as the number of stems. The offers
in 1956—58 have usually been requested to be made per cubic foot for
conifers and per stem or cubic foot for heavy hardwood timber. Even in
these instances the size of the sale in the contract is defined in number of
stems, but the price for conifers has been paid according to the cubic foot
content determined in the final measurement. The sales notices have also
included specifications for cutting stems into products. It has been possible
to sell coniferous sawlogs also on the basis of an agreed stem price.

In 1956—58 the deviation from the agreed quantity has been considered
in the following statement: ”The number of stems counted in the measure-
ment may vary within a + 3 9, of the number stated in the contract.
In counting this the delivered logs and the defective stems either left in the
forests or made into cordwood are to be taken into consideration.” The
deviation has been based on the stem number also in cases when the
paying is done by the volume found in the final measurement of logs.
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In 1936—38 the allowable deviation was 4+ 5 9 according to the Sales
Statute (§ 8).

In the sales of cordwood on the stump the size of the sale has been based
on the stacked volume estimated upon marking. The billing is done on the
basis of ready products measured after extraction and adding the marked
stems left unremoved. For cordwood a 4 20 9 deviation from the stated
volume has been allowed over the entire period studied (§ 8).

873. Delivery Sales

According to the standard forms the quantity of the delivery from
private forests is expressed for heavy timber as the number of stems ("’ de-
livery by stems”), number of logs, or in cubic feet and for cordwood in cubic
meters of stacked wood. A mention is generally made of the location of
the timber and the person or organization responsible for the marking,
whether done before or after the contract. In the forms for veneer
logs of birch (the purchase defined in cubic feet), it is assumed that an
agreement is made on the allowable percentage of lowest grade and/or
diameter class.

The standard forms require that the parties agree in the contract how
much the quantities confirmed in the final measurement may differ from
the contracted quantities for each product. The deviation can be stated
either as per cent of the quantity written into the contract or by giving
the upper and lower limits for each product. The per cent of deviation is
determined separately for each product (e.g., for veneer birch, pitprops,
etc.). Furthermore, the Forms Committee has decided (Oct. 28, 1954) that
heavy timber of different species (for instance, pine and spruce sawlogs)
is considered as different products. So it is not possible to compensate the
deficiency of one product with a surplus of another if no special agreement
has been made.

It is interesting to observe that also in the delivery sales the wood
comprising the purchase is presumed to be removed from a specified area
of a certain property. Two factors stand out as possible reasons: legal
aspects and quality. The inclusion of the property in the contract facilitates
the checking that the seller has the rights and possibilities to fulfill the
contract. It also provides the buyer with the opportunity to gain at least
an approximate idea of the quality.

The buyers’ forms for delivery sales in 1956—58 have defined that pur-
chase in much the same way as it is described in the standard forms. In
some instances, the quantity of heavy industrial wood is expected to be
expressed within broader limits than in standard forms by referring only
to the wood marked in a specified area without any mention of the volume.

9
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This does not prevent the making of an estimate for the wood that will
accumulate.

Perhaps the most significant difference between the standard forms
and those printed by buyers is that the per cent of allowable variation
in many of the buyers’ forms is already printed, which means no negotia-
tion on this point. The Forms Committee has not given its approval (Oct.
16—17, 1950) for the printing of this percentage in the contract forms un-
less it has been 5 9. This percentage can therefore be regarded as recom-
mendation by the Forms Committee.

In the forms used in 1936—38 the most common ways of defining the

size of a sale have been:

a. The lower and upper limits have been stated (200—400 cu.m. of
stacked spruce pulpwood or at least 200 and at the most 400 cu.m.
of stacked spruce pulpwood).

b. The lower limit only has been stated (e.g., at least 25 cu.m. of stacked
pine pulpwood).

c. The quantity has been expressed as an exact number of cubic meters
or cubic feet, (e.g., 800 cu.m. of stacked spruce pulpwood).

d. The quantity has been expressed as one figure with an approxi-
mately”” reservation (e.g., approximately 50 cu.m. of stacked pine
pulpwood).

The study of the forms then in use reveals that forms of type Va”
were common,

In the delivery sales from State forests (State Board of Forestry) the
quantity in 1956—58 has been described for heavy timber in cubic feet
and for cordwood in stacked cubic meters. In the final measurement the
observed quantity has had to be within 4+ 10 9, of the original contract
(cf. Sales Notice, delivery sales 1955/56—1957/58). In 1936—38 the al-
lowable deviation was + 20 9. In practice the variation for cordwood has
been smaller than the stated percentage would permit because the sales
are mostly made in the spring, in other words, at the time when the prod-
ucts are delivered and the quantity is accurately known.

In the recent long-term delivery contracts for pulpwood the annual
delivery must be within -+ 10 9 of the agreed quantity. In some cases
it has been decided in the buyer’s option.

874. The relative importance of the alternative practices in 1956—58.
The right to set the quantity

One question series (6 in the Appendix) of the marketing questionnaire
was intended to discover the frequency of use of the different alternatives
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in describing the size of the sale. On the basis of the study of the standard
forms and the forms of different firms and by field observations, it was
found that the three alternatives presented in the questionnaire were the
ones most likely to be encountered. Neither did there appear a need for
additional questions when the inquiries were made. On the other hand,
it ought to be remembered that there is some variation within each alterna-
tive. Thus alternative 6 a” includes both the markings of timber in ex-
istence at the time of sale and those marked afterwards. Likewise, ’6 b’
includes both a precise statement of quantity — generally with upper and
lower percentage limits defined — and one with ”approximately” added.
In the 1950’s the latter practice has been replaced largely by the former
as recommended by the Forms Committee.

On the basis of which practice investigated was dominant, the distri-
bution of communes was made.

Table 14. Means of expressing quantity to be sold in private forests, 1956—58.
Taulukko 74. Myytdvin paljouden ilmaisemistapa yksityismetsissd 1956—58 (markki-
nointitiedustelun mukaan).

| Sales of standing timber

Delivery sales

{ Pystykaupat Hankintakaupat

| . .

‘ There will be sold: Communes: Frequency Communes: Frequeney |

Myydaan : i Kuntien : vqalue ; Kuntien : 1 vqalue
nber | Runsaus- mber | Runsaus-
number o luku nu o, luku
luku luku |
1 | 2 | 2| 4 | 5 | 6 | 1 |

| 6a. Certain marked trees or
area — Tietty leimikko (tai ‘
alue) .................. 266 58 1091 | 25 5| 516

b. Certain volume of wood — | l‘
Tietty puumddrd (esim. 1 1 |
1 noin 200 m3) . .......... 184 40 986 | 451 ‘ 94 | 1408
¢. The upper and lower j \
limits of the quantity are ‘
stated (e.g. 200 —300
cu. m.) — Mainitaan maa- ‘
rdn yld- ja alaraja (esim., | | |
200—300m*) .......... Lo 2 | 419 | 3 | 1 593

L 100 | —

Total — Yhteensd. .......... 461 | 100 | — | 479

Two of the alternatives (6 a and 6 b) are seen to be almost equally
representated in stumpage sales, although "6 a” has probably been
slightly more common. In delivery sales it has been the custom throughout



132 Viljo Holopainen 72.4

the country to express the quantity as a certain volume of wood. If the
contract forms include a mention of allowable percentage of deviation as
in the standard forms, the difference between "6 b” and 76 ¢” is only a
matter of form. It has already been pointed out that in 1956—58 a number
of contract forms printed by the buyers had this provision included.

The answers to the marketing inquiry prove the success of the Forms
Committee in striving toward a precise expression of the quantity sale.
Since in delivery sales the size has always been expressed more accurately
than in stumpage sales, the increasing proportion of delivery sales has also
contributed to the precise definition of the quantity. Also the fact that
the marking of timber prior to sales is now more common than in the 1930’s
(see Chapter 7) has facilitated the obtaining of more dependable informa-
tion about the quantity of wood for sale.

Allowable deviations from the stated quantity in the forms of type
7’6 b” are illustrated by the figures below which are compiled from the
answers to the questionnaire:

The percentage of allow- Communes
able deviation estimated number %
to be most common
5 68 15.4
5—10 45 10.2
10 326 73.9
15 2 0.5
Total 441 100.0

For 38 communes no reply was received.

The popularity of the 10 9, margin probably can be traced to a number
of factors. First of all, it is rather commonly in use in other commercial
fields (cf. RANINEN 1943, pp. 194—201). It is also possible that Raninen’s
recommendation to the Ministry of Rationing and Relief in 1945 to use
this percentage when interpreting the meaning of “approximately” in
roundwood contracts.

The principle of the Forms Committee in granting recognition only
when the printed deviation is 4 5 9; can be interpreted as an indirect
recommendation by the Committee (cf. also KyTTA 1958, p. 36). Both the
study of prevailing practices and Raninen’s recommendation, however,
suggest that the 10 9 margin should be considered a rather established
trade custom.!

1 The Forms Committee has based its recommendation on two decisions made by
the Supreme Court (KKO II 478/Oct. 8, 1923 and II 219/Aug. 23, 1940). These do not
refer, however, to the sales made by the forest owner but by the middleman.
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An essential question in determining the size of the sale is who may
determine the quantity within the confines of the contract. Usually the Finnish
contract forms contain no clause on this matter. RANINEN (1951, pp. 158—
167) stresses that this right should belong to the party which is responsible
for the fransportation of the goods. Thus in the export trade the quantity
within the allowed limits is decided by those who do the freighting: in
other words, when selling with c.i.f. conditions it is the seller, but under
f.0.b. conditions it is the buyer. This idea can be found in several contract
forms (e.g. Uniform) which include a statement that the allowance is
granted “for convenience of chartering” and that the percentage is lower
(usually 5 9,) when the delivery makes up only part of the shipment.

In the primary marketing of roundwood the margin cannot be traced
from transportation aspects except in the very rare instances when, for
example, a railway carload or a truckload of wood is sold. The basis for
the variation is probably primarily in the difficulty in the volume estima-
tion of standing timber. Since in delivery sales this estimation is made on
the seller’s responsibility, then also the final quantity is left, within the
limits, to be decided by the seller unless a special mention is made in the
form. In stumpage sales, however, the quantity in practice is determined
by the party carrying out the marking of trees. An exception is made only
in the rare instances when the final size of the stumpage sale is based on
the stated volume (which might be only estimated) and not on the marking.
Then the buyer may exceed or go below the volume stated in the contract
by the agreed percentage of margin.

The seller’s right to set the quantity means in practice that when
prices tend to fall after the closing of the contract he generally delivers the
maximum quantity and vice versa. This is naturally harmful to the buyers,
who have made efforts in recent years to reduce the margin to five per
cent (cf. REINIUS 1954, p. 36).

875. Scandinavia

8751. Norway

In Norway the estimate made when marking the timber has generally
formed the basis of payment for stumpage sales. The Ministry of Agri-
culture has ruled (Nov. 6, 1954, and June 18, 1958) that when this is the
practice, the marking of trees must be done by a forest overseer (skogopp-
syn) or under his supervision. There are also strict regulations on measur-
ing and volume determination made in connection with the marking. In
the contract form the quantity of wood is expressed both in terms of
number of stems and volume as appears in the marking records.
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The statute given in 1955 (Sept. 27) states that conifers sold on the
stump can also be measured as finished products in areas where log-scaling
associations operate. In this case the paying is based on the measurement
after extraction, and when the marking of trees is being carried out the
quantity is estimated only roughly (HejE 1960, p. 85).

The buyers’ and forest owners’ organizations agreed in 1955 (cf. Avtale
om Kkjop . .. 1955) that one of the two methods described above must be
used in the sale of standing timber.

In delivery sales the quantity is expressed in volume units (mainly on
top-measured, middle-measured or stacked cubic meters) with the margins
of 4 10 9%, This margin is applied in principle both in the sales between
the forest owner and sales association (or other buyer) and between the
association and consumer firm. In practice a greater variation is allowed
in the inmelding contract between the forest owner and the sales associ-
ation since with a great number of sales the inaccuracies compensate each
other. In addition, the inmelding form contains a condition which guaran-
tees the sales association a right to reduce the purchases from forest owners
if market conditions so require.

The aforesaid customs concerning the determination of the quantity
are followed also in the Norwegian State forestry. Marking of timber is,
however, the responsibility of state foresters. It is stipulated in the stump-
age contracts that the State forest administration guarantees the correct-
ness of the number — but not the volume or quality — of trees marked.
Consequently the buyer has the right to check and rectify the number of
trees after extraction.

8752. Sweden

In the sales of standing timber Swedish private forestry follows the
Norwegian practice in the determination of quantity. From the two alterna-
tives applied in Norway the custom of defining the quantity only on the
basis of assessment in connection of marking (without subsequent measure-
ment)! is dominating. Marking is mostly carried out by the foresters em-
ployed by the district forestry boards.

In the State forests quantity — and payment — is determined on the
basis of marking records (without subsequent measurement). According
to the sales regulations (Bestammelser ... 1959) every parcel is sold in
the condition in which it is in the time of marking without responsibility
for any change caused by wind, etc. and without guarantee of quality and
volume of stems. No mention is made in this connection of the number

! It may be pointed out that in some countries, e.g. in Western Germany, this kind
of quantity determination is prohibited by law.
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of trees marked (cf. Norway) but it is understood that the buyer has the
right to check it after extraction for rectifying apparent mistakes.

In delivery contracts quantity is defined in volume units (the units
applied are explained in Section 88) with one number with circa reserva-
tion or with margins stipulated (printed) in the contract. The following
margins are applied.

a. In the contracts between forest owners and forest owners’ associa-

tion and other buyers: ++ 10 9, and (seldom) -+ 5 9. In some forms
a margin of 4 10 9 is used for individual assortments and 4+ 5 9/
for the total sales quantity.

b. In the contracts between forest owners’ associations and consumer
firms: 4 10 9,

¢. In the general agreements between buyers’ and forest owners’ as-
sociations (if preliminary quantities are collectively agreed): - 20 9.
In this agreement the margin to be used in the contracts mentioned
in point b. is usually defined.

d. According to the sales regulations (DRS § 6) of the State forests the
margin should be as a rule” 4 10 9%,. Sometimes a margin of -+ 209,
is applied in practice.

In case of circa reservation circa is usually defined to mean 4 5 (some-

times + 10 9;) margin.

It is generally mentioned in the contract forms that the seller determi-
nes the quantity within the defined margins.

In the sales between forest owners and forest owners’ associations
margins are in general fairly liberally interpreted. '

88. Trade customs concerning measurement

881. General. Development of measurement in Finland

One of the peculiarities of the roundwood trade is the difficulty in the
precise determination of the quantity with practical methods. Since the
object of trade is a bulky raw material with considerable variation in
quality, weighing, which would yield exact results without technical handi-
cap, has not been used for the determining of quantity. Most commonly
the quantity has been based on the volume or on the number of logs
derived from the volume (cf. Jarava 1932).

The exact determination of the cubic content is very tedious. The
harvesting and consumption aspects often require the marketing of round-
wood to be carried out as logs of differing length and different degree of
primary processing. Hence, a number of principles have been employed
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in the measurement of volume, such as the solid cubic content, technical
volume, stacked volume, etc. All this and the use of different units (meter,
foot, inch, etc.) complicate the measuring and create a demand for per-
formers with more professional skill than is necessary in many other fields
of marketing.

The measuring of roundwood in the sales from private forests of Fin-
land has traditionally been carried out in accordance with the agreement
made by the parties. The sales contracts have often included a statement
concerning the measuring. Because the contract forms until quite recently
have been designed by the buyers, the measurement norms have naturally
been such as to consider first their interests. An individual seller usually
has not understood the importance of the measurement clauses, and even
if he has paid attention to them, it has hardly been possible for him to
have his interests taken into account.

The forest owners’ organizations often gave attention to the unreason-
able terms in the measuring procedures and to the diversity of practices
among the buyers (cf. HoLopAINEN 1957, pp 248—249). The Central
Forestry Association Tapio, among others, made in the 1930’s recommen-
dations — because of suggestions by forest owners — first to the Central
Association of Finnish Woodworking Industries and later to the Ministry
of Agriculture that standards for measuring practices ought to be establish-
ed. These and the proposals made in Parliament began to show signs of
success when the Government set up in 1934 a special committee to plan
the development of roundwood measurement. In 1938 the Timber Measure-
ment Act was passed (As. 337/1938) 1 on the basis of the committee report
presented in 1936. Among other things, this law:

1. ordered certain forest officials, primarily the State Board of
Forestry and district forestry boards, to oversee the measuring of
roundwood;

2. assigned officials to carry out measuring when necessary;

3. ruled that there was to be drawn up a statute, a regulation for
measurement, which defines the standards for all measurement of
roundwood. The measurement regulations were published the same
year (As. 395/1938).

The Act and related regulations do not, for the part of the officials
mentioned under (2), govern the measurement of wood sold from Stare
forests (State Board of Forestry and the Forest Research Institute).

Thus the measuring of roundwood to determine the sales price has been
done since the beginning of 1939 according to minimum requirements set
by the Government and, in a sense, under official control.

' Komsr (1939, pp. 166—221) has made a detailed account of the circumstances
under which this law came into being.
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882. Measurement regulations

In order to understand the practice of the 1956—58 period there is
need for a short review of the technical principles involved in the measure-
ment regulations (As. 395/1938).

It has been customary in Finland to measure the technical cubic content of sawlogs.
The volume when so measured is smaller than the real volume for the following reasons:

1. The volume is calculated on the basis of top diameter of logs.

2. The diameter is rounded off to the nearest lower full unit recognized, the differ-
ence between the technical and actual content being greater the larger the units
used in measuring the diameter.

3. The logs are to include a trimming allowance which is not recorded with the
volume.

In addition, the measurement result has often been reduced even further if the

shortest diameter of irregular cross-sections has been measured systematically.

The measurement regulation retained the use of technical cubic content but made
restrictions for the measuring. Some of the regulations are compulsory for the parties
of the sale, in other words, limit the freedom for agreements, and others are as general
norms in case nothing else has been agreed by the parties. Some compulsory minimum
requirements in the measuring of softwood logs are:

1. The length of the log is measured as the shortest distance between the crosscuts.

2. The buyer may require a maximum of four inches in trimming allowance which
is not considered with the length.

3. If a log exceeds 23 feet in length and is measured in one piece, the diameter must
be taken from 23 feet from the base of the log at the most.

4. The dimenstons are rounded off downwards, the length being measured with the
precision of at least one foot and the diameter of at least a half inch. The parties
may agree upon more precise measuring.

5. The provision in § 22 of the Timber Measurement Act and § 10 of the measure-
ment regulations ought still to be mentioned. It states that no deductions other
than those stated in the measurement regulations are allowed for roundwood
which meets the terms of the contract. A buyer’s requirement of an inclusion of
extra measure is not in accordance with the law. This applies also to deductions
claimed as compensation for rot or other defects in sawlogs.

The following are the most important of the supplementary general norms:

1. The thickness of a log is measured as a horizontal diameter.

2. The trimming allowance is taken from the top of the log.

3. The diameter of a coniferous log is measured under bark.

4. The volume of a sawlog of 23 feet at the most is determined on the basis of top
diameter.

These aspects can also be modified by agreement. Thus it is possible to decide to
take the shortest diameter as the thickness of the log or determine it as the mean of the
horizontal and vertical diameters. The trimming allowance can also be taken from the
base.

For hardwood logs (including veneer logs) the measuring is different. The diameter
is taken, if not agreed otherwise, over the bark from the middle of the log if the logs
are unbarked, as usually is the case.

The following are examples of compulsory requirements in the measurement of
cordwood (pulpwood, pitprops, fuelwood, etc.) in stacks for sale:
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1. The length of the stack is measured from the middle parallel to the bottom of
the pile.

2. The height of the pile is measured at right angles to the length from the lower
edge of a bottom log to the upper edge of the corresponding log at the top. Heights
from both sides of the pile are taken at regular intervals of less than three meters
and the mean of the measured heights is used.

3. In measuring the length, the last complete full or half decimeter is considered
and in measuring the height the precision is one centimeter. The parties may
agree on more exact measurement.

Later (in 1952) regulations have brought the measuring of the solid volume of

pulpwood under legislation (As. 146/1952).

The parties can decide on the deductions to be made, for instance, for careless
stacking. If no agreement is reached, the measurement regulations provide the buyer
with the right to restack the wood once. The regulations also state how the costs of
restacking are distributed. The volume recorded after restacking is taken as the basis
for payment.

It often happens that the degree of preliminary processing, especially of barking,
of the products when brought to the place of measurement is different than assumed
in the contract. For example, wood that has to be priced in half-barked form has been
delivered unbarked and has to be measured as such. In these cases the measured volume
is changed to correspond to products in the contract by conversion coefficients agreed
upon by the parties. !

Even the standards limiting the freedom of agreement do not entirely rule out
measuring practices that are not in accordance with the measuring regulations. The
Timber Measurement Act (§ 5) permits even such a procedure that the buyer or the
seller measures the wood or estimates it according to his own judgment if the other
party approves the result. The regulations are to be understood so that each party has
a right to require the fulfillment of the minimum standards regardless of agreements. For
supplementary norms, in contrast, the agreements between the parties are more bind-
ing than the norms.

With the trade customs related to measurement the objects of interest
are whether the adopted measurement practices are more exact than what
is necessary under the law and what is the relation of practice applications
to the general supplementary norms.

The standard forms have the following supplementary statements for
measurement:

In the standard form for stumpage sales (”"Heavy Timber and Cord-
wood”):

"”The final quantity of wood is confirmed ... and for heavy timber it
is based on the counting of butt logs | measurement in accordance with the
law done jointly by the parties involved in the sale.”

In the general terms on the reverse side of the form (’Contract Terms”,
§ 7: Measurement) it is stated:

"The birch veneer logs are measured over bark. Unless agreed other-
wise and if the buyer so desires, the diameter of an irregular cross-section

n a sale made on the cubic-foot basis is determined from two diameters

\'

\
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at right angles to each other if the difference of the shortest and longest
diameter is at least one-half inch in sawlogs under nine inches in diameter
and at least three-fourths inch in thicker sawlogs, the shortest diameter
being taken from veneer logs.”

It ought to be pointed out that the counting of the number of butt
logs, which is a common practice in the stumpage sales of heavy timber
and the only one in stem delivery sales, cannot be considered an act of
measurement since the determining of the volume has been made when
the trees were standing, most commonly in connection with the marking.
Neither do the measurement regulations in Komsr’s (1939, p. 71) inter-
pretation consider this counting or the estimation of standing timber as
measurement.

The standard forms have adopted the basic principle of the measurement
regulations. This means that both the compulsory minimum requirements
— these do not even need to be repeated in the forms — and the supple-
mentary general terms of the regulations are followed. The supplementary
terms, however, are made more complete and given as three additional rules.

The first states that the diameter measurement of birch veneer logs is
made over bark, This could, in fact, be made on the basis of § 9 of the
Timber Measurement Act. The Forms Committee by including this stipu-
lation has especially wanted to establish this practice in the measuring of
birch veneer logs.

The second rule also concerns the diameter measurement of veneer
birch. In the supplementary statements of the measurement regulations
the horizontal diameter of the logs is assumed to be measured, whereas
the standard form takes the shortest diameter as the thickness of the log
if not agreed to proceed otherwise. Here the tendency to establish a practice
other than that adopted in the measuring regulations is obvious. Still the
requirements state that the buyer must particularly want to follow this
procedure. This method of measuring veneer logs is recommended on the
basis of technical aspects of production.

The third rule concerns the diameter measurement of elliptical sawlogs.
Deviating from the supplementary rule in the measurement regulations,
the diameter of these kinds of logs is to be taken, upon the buyer’s request,
as the mean of two perpendicular diameters. The parties may still agree
to proceed otherwise, for example, as suggested in the measurement regu-
lations. The goal of the Forms Committee has been to increase the accuracy
of measurement.

It is easy to see that the supplementary clauses all concern only heavy
timber. The measurement of stacked wood is in the measurement regula-
tions. However, the standard form for delivery sales of cordwood contains
a clause:
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’1f there is ice or snow packed on the wood the buyer can, if no measure-
ment deduction has been agreed upon, postpone the measuring and accept-
ing of the wood until the snow and ice have melted.”

This does not contradict the statement on extra measure in the Timber
Measurement Act since the clause facilitates the measuring in perfect
accordance with the measuring regulations after the snow and ice have
melted. A corresponding statement has not been included in the contract
forms for stumpage sales.

In 1956—58 the buyers’ forms which had been recognized by the Forms
Committee had the same clauses unchanged. In other buyers’ forms studied
the most common basis of measurement has been the Timber Measurement
Act as such. The following statements are examples of supplementary
regulations found in the buyers’ forms.

1. A number of the forms had a clause which required the shortest
diameter of an irregular cross-section to be taken as the thickness of the
log.

2. In some cases the diameter of heavy timber is measured horizontally
or, on the buyer’s request, as the mean of two perpendicular diameters.

3. A supplementary clause on the measurement of heavy timber im-
plied the same things as in the standard forms (in one of the forms studied).

In the forms of one firm no mention of measurement was made. This
corresponds to the case of measuring according to the measurement regu-
lations.

In 1936—38 the most distinct difference in comparison to the practice
prevailing in 1956—58 was the requirement on extra measure. 1t was then
the practice that a prescribed portion of the roundwood was delivered
without compensation to the seller. :

In the sales of heavy timber the excess was usually taken in the form
of a trimming allowance which ordinarily was from four to six inches.
Furthermore, in the contract forms of some enterprises the allowance was
supposed to be taken from the base of the log. The extra measure was
applied mostly in delivery sales since 1he stumpage sales were usually based
on the stem number. Apparently the buyer assumed the same measuring
practice in making his price calculations for the wood bought on the
stump.

In the sales of cordwood the excess was required as additional height
of the piles, in rare instances also as extra length of the logs. The clause
concerning this extra measure could be found in almost every contract
form used in 1936 —38. The extra quantity was, however, different depend-
ing on the locality and the enterprises. Usually it varied within 5—10 9%,
of the stated quantity (cf. Komiteanmietinto 5/1936, p. 43).

The extra measure was argued mainly as an allowance for shrinkage
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and settling of the piles, and the purpose was to prevent measurement
losses when delivering the wood either in the factory or, for instance, to
a foreign buyer. Accordingly, the percentage of extra measure for green
(unseasoned) cordwood (commonly 7.5 9%, or 10 9;) was usually higher than
for dry wood (5 9, being most common). The extra length, although very
rarely required, could not be defended on these grounds since the shrinkage
of wood in the direction of the axis is negligible.

Another difference, in the actual measuring techniques, was that the
shortest diameters of irregular cross-sections of heavy timber were always
required to be measured. A comparable practice in the sales of cordwood
is apparent from the clause which required the height of the pile to be
measured from the lower edge of the bottom logs to the centers of the
top logs and the length of the pile to be measured from heart to heart of
the extreme columns of logs (cf. Komiteanmietinto 5/1936, p. 41). Some-
times it was stated that the height of the pile was to be measured from
the lower side.

The regulations concerning the accuracy of measurements were in
1936—38 somewhat different than the ones in the Timber Measurement
Act. For heavy timber the use of half-inch precision was even then most
common. In many of the forms, however, logs of 11 inches (in some of
them 10 inches) or more in diameter were to be measured with a one-inch
precision. The regulations on the precision of measurement of stacked
wood concerned-only the length of the piles. One-decimeter accuracy was
assumed and the rounding off was done to the next lower decimeter. It
is likely that the height of piles was taken with one-centimeter accuracy
as is also stipulated in the measurement regulations.

Although the contract forms in 1936—38 did have a number of clauses
on measurement, much was left open since the only regulations which
appeared in practically every form were the ones concerning the taking
of the smallest diameter for heavy timber and the extra measure for cord-
wood. The Timber Measurement Act and the related legislation have re-
sulted in more uniform and complete practices in the measurement of
roundwood.

The grading of roundwood was left beyond the scope of the Timber
Measurement Act and the statutes, even though the committee had re-
commended that the standards for quality and the grading of sawlogs be
included in the statute on measuring. The quality standards and the grad-
ing of products were left for the parties of the sale to decide. The measur-
ing officials, according to the Statute (As. 374/1938, § 23), were only
to confirm the quantities agreed on or disagreed as meeting the require-
ments of the contract. Contrary to the stand represented by Komsi (1939,
pp. 74—84) and RANINEN (1943, p. 83), practical foresters, MECKLIN (1939),
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for example, have on these grounds considered the duties of the measuring
officials entirely fechnical and not evaluative.

The Forms Committee (Jan. 27, 1960) has filled in some of the gaps left
in the legislation by designing minimum quality requirements for coniferous
sawlogs, industrial cordwood, and fuelwood (for sales of standing timber).
In 1959 (June 25) the central organization of the buyers of veneer birch
(Koivukeskus) and the Forest Council of the Central Union of Agri-
cultural Producers representing the forest owners, made an agreement on
the quality and measuring requirements for veneer birch. The Forms Com-
mittee (Dec. 15, 1959 and Jan. 25, 1960) has reviewed its contract forms
in the light of this agreement.

Until 1939 the measurement in the sales from State forests was based
on the Sales Statute which has been supplemented by the State Board of
Forestry circulars and instructions. In the Statute (§ 4) the regulations
for measuring heavy timber implied, for example, that the diameter was
to be taken from the top of the log and, unless otherwise agreed, the longest
diameter was to be measured with a precision of one centimeter, rounding
downward. Logs of over six meters were to be measured in sections of six
meters or less. An accuracy of one decimeter was to be used for length
and the rounding was done downwards.

In practice, the determining of the solid volume of felled stems was
common in delivery sales; in stumpage sales the price was based on the
number of stems.

No details for the measurement of cordwood were included in the
Statute. Instead, it was especially stated (§ 5) that extra measure had to
be considered in calculating the volume. :

The auction notices had supplementary measuring norms some of
which even differed from the Sales Statute. Thus the length of sawlogs
was to be measured in English feet with a one-foot precision, rounding
downwards. The maximum trimming allowance which could be required
was four inches. The diameter of hardwood logs was to be taken over bark
with a one-inch precision. Extra measure was allowed for cordwood:

two-meter half-barked pulpwood .. .. 59%
four-meter » » » s e 10 9%,
unbarked pulpwood . .............. 20 Y%

In practice these norms were apparently applied also when the sales
notices did not contain special mention of measuring.

The Timber Measurement Act covers also sales from State forests in
respect to measuring standards. This has been stressed also by Komsi
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(1939, pp. 89—93). The passing of the Act and the measurement regulations
in 1939 marks the cancellation of the parts in the Sales Statute which
contradicted the new legislation.

The sales notices have included only a few supplementary rules for
measurement. In the measurement of heavy timber the mean of perpen-
dicular diameters is to be taken when the cross-section is clearly oval if
requested by the buyer or the seller (in standard forms only the buyer).
For the trimming allowance of sawlogs sold with a delivery contract it is
stated that the length of the allowance is determined by the seller’s rep-
resentative, but it has to be about four inches. The shortest diameter of
a hardwood log is taken as the thickness of the log.

In the long-term contracts the buyer makes control measurements to
compare the deliveries with the shipment catalogs.

883. Measurers

Before the passing of the Timber Measurement Act the decision on the
measuring personnel in the sales from private forests was left entirely to
be made by the parties to the sale. No clear statements could be found
in the contract forms. One statement often encountered implied that the
wood is measured and turned over to the buyer on the dates decided by the
buyer and seller (in some cases the dates were determined by the buyer
alone). Sometimes the contracts included a date by which the measure-
ment had to be carried out. A clause requiring the buyer’s representative
to measure the wood together with the seller was very rare. In some
instances the measurement was assumed to be combined with the determin-
ation of the volumes for paying wages to the hauler and the seller had to
be present if he wanted to protect his interests.

The findings of the marketing questionnaire indicated that the domi-
nant and probably the only practice in 1936—38 was for the buyer’s
representative and the forest owner to carry out the measuring together.
The buyer was represented either by the local district foreman, or a special
measuring team in the case of a large enterprise. The forest owner was
usually present in person. It was only very seldom that he had hired
someone to represent him, mainly for the reason that he wanted to avoid
extra expenses and to protect his interests personnally. Since the ”measur-
ing” due to the great popularity of stumpage sales included mainly the
counting of butt logs of heavy timber, he felt competent to do it himself;
neither did he feel a need for professional assistance in the relatively simple
measuring of stacked roundwood. Also the small number of professional

men employed by forestry extension organizations could be listed as a
reason.
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Obviously this widely accepted practice reduced the need for more
exact statements on measuring personnel in the contract forms.

According to the Timber Measurement Act (§ 5), ”The measuring of
timber is done together by the seller and buyer or by their representatives
or a third person appointed jointly by the parties.” In a sense the act
gives first place to the practice prevailing in the 1930’s. On the other hand,
it also provides special measuring officials: the official measurers and
timber-scaling boards. The official measurer — mostly forest technicians
who are appointed to carry out measuring as an auxiliary job — can be
present either from the beginning or called in afterwards if either party
does not approve the other’s measuring. The timber-scaling board is the
final stage of appeal if the official measurer’s work is not considered satis-
factory.

In eight of the eleven contract forms designed by the Forms Committee
it is particularly pointed out that the determination of quantity is done
by the buyer and seller together by measuring | counting the number of
butt logs. Three of the forms make no such mention. In these it is only
stated that the products are measured according to the measurement
regulations at the time agreed upon by the deliverer and the buyer.” Even
then it is intended for the buyer and seller to do the measuring jointly.!

In considering the practices in 1956—58 it is first interesting to note
how common the agreements between the buyer and seller have been and
how often official measurers have been employed. A statistical account of
the latter practice will be presented later.

Also the possibilities in measuring by the buyer and seller together are
of some interest. Evidence from various sources indicates that the measur-
ing has been done:

a. by the buyer (or his representative) alone;

b. by the buyer and seller together;

c. by the buyer together with a professional man (forest adviser) hired

by the seller.

In alternative c. the forest owner himself is often also present. In a
legal sense alternatives b. and c. are equal, but in evaluating them as
trade customs a distinction ought to be made.

One question series in the marketing questionnaire (No. 9 in the Ap-
pendix) stated the alternatives and the results are presented in Tables 15a
and 15b. Measuring done by the buyer (or his representative) and the seller
together appears to be dominant in most communes in Finland. Next come
the communes in which the measuring has been most commonly carried
out by the buyer and the forester (forest adviser) representing the forest
owner. From the answers it appears to be somewhat more common in the

1 Information given by Dr. JARL LINDFORs, the chairman of the Forms Committee.
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case of heavy timber than of cordwood sales. This is easy to understand
since the measuring of heavy timber and especially the calculating of the
cubic content requires certain professional skills, and also the financial
interests of the forest owner in these sales are great due to the high unit
value of timber.

It is rather surprising to note that no significant difference between
delivery and stumpage sales was recorded although one would expect that
in delivery sales of heavy timber the forest owners would need professional
assistance in the measurement. This perhaps could be explained by the
fact that stumpage sales are primarily made by owners of large forest
properties who are more willing to pay a professional for measuring than
are the small forest owners.

As seen in Figures 12a and 12b there are certain local characteristics
in the applied measurement practices: in the southwestern and southern
parts of the country where the forest management associations have been
longer established than elsewhere, it is also more common to use their
professional services.

In Lapland and Northeastern Finland often the buyer alone makes the
delivery measurement. There the forest owner himself usually prepares
the timber and hauls it to the point of delivery keeping a record of the
volume. This has been given as the reason for his not attending the actual
delivery measuring. In this way he already has a control for the measuring.

The official -measuring was not included in the alternatives of the
questionnaire since the information can be obtained from existing statistics.
By the decision of the Ministry of Agriculture (As. 47/1939) the district
forestry boards are required to report annually on the measuring activity
in their districts. This source has served as the basis for information con-
cerning the official measurings in 1939 and 1956—58. Because the annual
report of every district forestry board did not mention the measuring
activity, a special question on the number of official measurements in each
commune was included in the marketing questionnaire (see the Appendix,
point 9). It also served as a check on the information in the annual reports.

The number of official measurings of industrial wood! according to
the annual reports of the Finnish-speaking district forestry boards:

1939 14
1956 22
1957 23
1958 16
Average for 1956—58 20

1 It was not possible to distinguish between the measuring of industrial wood and
fuelwood in every case.

10
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Table 15a. Measurers of heavy timber in private forests, 1956—58.
Taulukko 75a. Mittauksen suorittajat, jired puu 1956—358.

Sales of standing timber Delivery sales
Pystykaupat Hankintakaupat
Measuring is done in the sales of
heavy timber by: Communes: Frequency Communes: I—
ittauksen orittaa jdredn puu fori s Tt o
M €l ;Zu;:oissa.! redn puun Kuntien : value Kuntien : value
number : Runsaus- | number . Runsaus-
tuku % Hak luku % luku
1 2 3 4 5 6 | 7

9A a. The buyer alone —
Ostaja yksin .......... 8 2 144 12 2 154

b. The buyer and seller to-
gether — Ostaja ja myyjd
yhdessd .............. 304 66 1168 344 72 1296

c. The buyer together with
a professional forester
(forest adviser) hired by
the seller — Ostaja ja
myyjdn palkkaama am-
mattimies  (metsdneuvo-
ja) yhdessd . .......... 151 32 949 124 26 954

Total — Yhteensd. .......... | 463 [ 100 | — [ 40 | 100 —

According to the answers to the marketing questionnaire there were
34 official measurings of industrial wood as an annual average for 1956 —
58 in the country as a whole.

The results from the two different sources are not exactly alike. Both
of them still confirm that the official measuring is used very seldom. 1t is
used mainly in the disputed cases which cannot be settled by negotiation
between the seller and buyer.

It seems that when the Timber Measurement Act was being prepared,
it was assumed that the official measuring would be widely used because
a permanent measurement bureau was planned to be established in the
area of each district forestry board (Komsi 1939, pp. 204—205). In the light
of experiences gained this was an over-estimation.

According to the Sales Statute (§ 8) the delivery measurement of wood
from State forests is done by the district forest manager in the presence of
the buyer or his representative. The district forest manager or a forester
nominated by him keeps a record of the delivery, including the quantities.
The buyer or his representative has to sign the delivery record which, ac-
cording to the Statute, is conclusive evidence also without the buyer’s
signature even when the buyer is not at all present at the actual measure-
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13

Fig. 12a. Measurers of heavy timber in private forests (the most common practice by
communes), 1956—358. Key to symbols in Table 15a.
Kuva 72a. Mittauksen suorittajat yksitvismetsissd (yleisin kdytdnté kunnittain), 1956—
58 jdred puu. Merkkien selitys taulukossa 15a.
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Table 15b. Measurers of industrial cordwood in private forests, 1956—58.
Taulukko 15b. Mittauksen suorittajat, pinotavara 1956—58.

Sales of standing timber Delivery sales
Pystykaupat Hankintakaupat
Measuring is done in the sales of
Mittauk cordwood by: Communes: lFrequency Communes: Frequency
ittauksen suorittaa pinotavara ion » | STt
kaupoissa:p vatan Kuntien : valie Kuntien : | value
number . Runsaus- | number ., Runsaus-
luku % duku luku % Lz
1 | 2 | 3 4 | s 6 | 7

9B a. The buyer alone — ‘
Ostaja yksin ..., ...... 2 1| 145 9 2 201

b. The buyer and seller to- |
gether — Ostaja ja myyjd
yhdessd .............. 353 77 | 1229 396 83 1334

c. The buyer together with
a professional  forester
(forest adviser) hired by
the seller — Ostaja ja |
myyjdn palkkaama am-
mattimies  (metsdneuvo-
ja) yhdessd . .......... 101 22 898 74 15 891

Total — Yhteensd. .......... | 456 | 100 | — | 479 | 100 | —

ment. On the other hand, the buyer can write his remarks on the records.
The forest manager must report the complaint to the regional office which,
after investigating the matter, may appoint another State Board official
to make the measurement. The statute recognizes no other channels of
appeal.

In the Timber Measurement Act the measurement of wood from State
forests is in a special position since the activities of the official measurers
and timber-scaling boards (§ 21) do not cover these sales. The measurers
in 1956—58 have been the same as before.

884. Scandinavia
8841. Norway

In Norway the measuring of roundwood first received serious considera-
tion at the end of the last century when in some areas different unit prices
were being applied for sawlogs of different sizes. The buyers wanted to
make measurement operations uniform and especially to eliminate un-
sound practices in measuring by installing a system of inspectors and by
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Fig. 12b. Measurers of cordwood in private forests (the most common practice by com-
munes), 1956—58. Key to symbols in Table 15b.
Kuva 12b. Mittauksen suorittajat yksityismetsissd (yleisin kdytdnté kunnittain), 7956—
58. Merkkien selitys taulukossa 15b.
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establishing, in the beginning of this century, log-scaling associations in
the river districts (cf. GRamBO 1953, pp. 40—41; ELSTER 1959, pp. 37—53).
The first and most widely known is the Glommen log-scaling association
established in 1909. The forest owners’ demands caused the association to
reorganize in 1911 so that also the forest owners had representation in the
administration. In several other river districts similar organizing took
place.

Because there continued to be great variation in measuring practices
in most of the country, the Norges Skogeierforbund and the foresters’ organ-
izations, among others, started a movement to establish a uniform measur-
ing system which would satisfy both sides of the market (Komiteanmie-
tinté 5/1936, pp. 52—>53). These plans lead to the Timber Measurement
Act of 1928 (June 22) which with some later modifications (June 21, 1946,
and June 18, 1948) has formed a background for timber measuring in
Norway since the first of July, 1948.

The law concerns the roundwood which is used as raw material by in-
dustry or is resold in unprocessed form. The Ministry of Agriculture can
make exceptions in the case of several special products and of purchases
by small local sawmills or other similar small-scale operators. Standard-
sized pulpwood (kubb), wood extracted from the owner’s own forests and
processed in the owner’s establishment, and the sales of roundwood on
stump are under the Timber Measurement Act to an extent prescribed by
the Ministry. Fuelwood is not included in the act.

The law provides that the measuring of products considered in the act
must be done in accordance with the regulations ratified by the King, in
metric units. The regulations were adopted in the Glommen area as early
as 1912 (cf. Forslag... 1937, p. 3). The King, by law, is empowered to
give orders regarding volume tables, relationships of product prices, and
tables of price relationships. Also, the designing of scaling regulations was
to a great extent left in the hands of the Ministry of Agriculture. In 1929
(June 11) public scaling regulations were given in which was stated, among
other things, the manner in which the diameter and length of logs were
to be measured. Later the same year more regulations were passed on the
grading of roundwood, on the products not covered by the legislation, and
on the consideration of defects in the measuring of wood.

In general, the administration of the act has been based on measure-
ment practices evolved through trade (cf. ELSTER 1959, p. 178; ZIVNUSKA
1959, p. 27).

It has been typical of the roundwood market of Norway over a long
period of time that the product of supreme importance — comprising
approximately 90 9, of the commercial removals in the felling years
1955/56—1957/58 — is coniferous timber (bartretommer), each log of which
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is measured separately. The diameter is measured either at the top of the
log or in the middle and there are, accordingly, the top-measured (topp-
madlt) and middle-measured (midtmdlt) logs, the closest Finnish corre-
spondents being coniferous sawlogs and pulpwood respectively, although in
Norway the former is, to some extent, also used for pulp and vice versa.
Each type has set standards for size and quality, although they are not
exactly alike in every district. Each year the price relationship between
the two is confirmed and the one which gives better prices for the seller
will decide the manner of cutting and measurement. The price scale for
top-measured logs rises with the diameter, varies to some degree according
to the length of log, and is different for spruce and pine. With middle-
measured logs the unit price for different diameters is the same but not
for different tree species (pine and spruce). In 1937—47 there were three,
and in 1947—52 two, price categories based on the volume of logs. In
1952 the use of the classification was discontinued (cf. JORGENSEN 1953,
pp. 164—166).

The length of both top- and middle-measured logs is taken along a
straight line with a half-meter accuracy and rounding off to the nearest
lower half meter. The Ministry of Agriculture can grant permission for the
use of shorter units of length. When the recognized measurer observes
that the lengths marked at the ends of the logs are correct, he can use
them instead of measuring every log.

The diameter is to be measured perpendicular to the axis of the stem
and under bark (the log must be thoroughly barked at the place where
the measurement is taken) using the smallest diameter of the cross-section
with the precision of one-half centimeter — in some areas a one-centi-
meter accuracy is in use — rounding downward. If the log is not cut at a
half-meter or meter mark, the diameter is measured from the point where
the last full number of half-meters falls.

The Timber Measurement Act also contains specifications for the
measuring of irregular logs.

An important product in areas where land transportation (truck and
rail) is used is pulpwood (kubb), which is cut into standard lengths (1.0 m.,
l.25 m., 1.5 m., 2.0 m., 2.5 m., or 3.0 m.) and measured in piles. Accord-
ing to the regulations passed in 1955 (September 24), the length and height
of each pile must be measured with an accuracy of one centimeter round-
ing downward and the volume of the pile is calculated in cubic meters
with two decimals. Deductions must be made for defective products.

The norms for the measurement of other less important types of round-
wood will not be considered here (cf. HEJE 1960, pp. 61—84).

The measurement regulations in Norway are usually very strict leaving
only a narrow margin for agreements between the buyer and seller. Further-
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more, by later legislation several kinds of roundwood first not covered by
the act, such as pine poles (Dec. 1, 1955, and Feb. 4, 1956) and deciduous
industrial cordwood (Aug. 2, 1957) were brought under the law.

As pointed out before, this kind of measuring is not necessary in the
sales of standing timber if the marking has been done either by a forest
overseer or under his supervision.

There are 14 measuring districts authorized by the King. The law
provides him with the power to require each of them to establish a log-
scaling association. This is a joint organization of roundwood buyers and
sellers and it is to strive toward impartial measuring which fairly considers
the interests of both sides. The board of directors of the association is
made up of an equal number of buyers’ and sellers’ representatives. The
rules are ratified by the Ministry of Agriculture. Of the rules of the
logscaling associations which were in existence before the act, especially
the Glommen association rules have served as a standard (ELSTER 1959,
p. 177).

The measuring of products regulated by the act is done by a professional
measurer in the service of a log-scaling association. The costs are divided
evenly between the buyer and seller. The measurers also grade the quality
and make deductions for defects. Quality classification is primarily applied
to special products (for instance, for veneer logs, up to 1952 also to midt-
mdlt tommer ).

The log-scaling associations play a dominant role in the measuring of
roundwood in Norway because the most important product of the round-
wood market (bartretommer) is measured mainly by the association of-
ficials, and the quantities of less important products not required to be
officially measured are insignificant. Moreover, the participants of a sale
can agree to have an association official measure wood which is not re-
quired to be so measured. The associations measure also the roundwood
sold from State forests.

According to MYKLAND (1958) the log-scaling associations measured
in 1950/51—1955/56 an average of 77 9/, of the marketed timber. The
remaining 23 9, was measured by the buyers and sellers or, if the wood
was utilized in the forest owner’s own manufacturing plants, the forest
owner alone.

The rules of each log-scaling association contain regulations regarding
procedures in case of dispute. It is a common practice that the dispute
is first submitted to the district chief (distriktschef) of the scaling associa-
tion. His decision can be appealed to the director of the log-scaling as-
sociation. If the need arises, the director can call the chairman and vice-
chairman to settle the dispute. According to association rules, these two
men always represent the different sides of trade. The buyer and the
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seller or their representatives have the right to be present when the measur-
ing is done and to make control measurements. — The disputes according
to the reports of experts are very rare.

8842. Sweden

In Sweden it was first the practice that the buyer and seller together
measured the wood, although the details of the actual measuring in differ-
ent parts of the country varied greatly. The large-scale buyers realized
early the disadvantages caused by the lack of uniform measuring practices
and began to establish regional scaling associations ( tumningsforeningar)
which operated mostly by river districts. The first association of the An-
german River was founded in 1892 and by the end of 1928 there were
seven such associations. In 1959 they numbered 12.

Until the 1930’s the scaling associations were totally governed by the
buyers, so the forest owners began to demand representation in the as-
sociations. The system did not secure equal representation of the two sides
and the measuring practices were still in the 1930’s unsatisfactory in many
parts of the country: there were areas without any scaling associations,
and in areas where the associations had extended their influence all buyers
were not members. This condition brought about an act in 1935 on the
measurement of roundwood (Komiteanmietinté 5/1936, p. 61) initiated
largely by forest labor organizations and forest owners. The Act of 1935
did not cover Southern Sweden and neither did it include the measurement
of hardwood.

During World War II certain price control measures were introduced
which resulted in the need for measurement regulations covering the whole
country. The Royal Board of Private Forestry (Skogsstyrelsen) established
in 1941 was entrusted the task of issuing such regulations.

In 1947 (June 20) a new law on timber measurement was passed and
together with later amendments it has served as the basis for measuring.

The Timber Measurement Act and related statutes also in Sweden con-
tain regulations on measurement standards and measuring personnel. In
both respects it approaches more nearly the Norwegian than the Finnish
principles. First, there are specifications of the quality of different products
and the allowable defects in each type of roundwood issued by the Skogs-
styrelsen. The minimum dimensions are also included for some products,
such as veneer logs. The minimum and maximum dimensions of several
important types (sawlogs, pulpwood, logs for sleepers) are left to be settled
by the parties involved in the sale. Qua:ity classification of industrial wood
is common in Sweden and in connection with the measurings, the product
grading and deductions for defects are made. The estimation of the de-
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ductions for low quality and defects is an integral part of the measuring of
roundwood in Sweden and it requires expert skill on the part of the measurer.

The measuring instructions contain regulations on the measuring of
length and diameter of logs and of the length and height of cordwood
stacks. The instructions are not exactly alike in all districts, but the norms
within each district are very strict. Some variation in the methods is in-
troduced by differences in long-distance transportation (for instance, float-
ing vs. truck transport). On the other hand, the two parties often have
the right to make an agreement on whether to use the metric system or
the English units of measure.

In the following a brief introduction of the measurement regulations
is made.

The coniferous sawlogs are measured as follows (Kungl. Skogsstyrelsen,
Circuldr nr 4 B): the length of the logs is measured with a precision of one
foot, rounding downward, and excluding oblique crosscuts having an effect
on the sawn good. If the logs are to be floated, a trimming allowance of
at least 4 in. (10 cm.) beyond the nominal length must be made, and if
not, 3 in. (7.5 cm.) is required.

The diameter is measured under bark at right angles to the axis of the
log with a precision of one-half inch, rounding downward; logs exceeding
12 inches in diameter may, however, be measured with a one-inch accuracy.
The diameter of an elliptical cross-section is the mean of two diameters
intersecting at right angles.

In Northern Sweden (in the area of the Sundsvall association and
northward) the diameter is measured at both ends of the log. The top
diameter is measured at a distance of one-half the trimming allowance
from the end of the log. The base diameter is measured in the same way,
except in the butt logs where it is measured 18 inches from the end.

In Central and Southern Sweden diameter measurement is taken at
the top of the log at one-half the trimming allowance from the end.

In those rare instances (cf. Om mdtning av . .. 1954) when metric units
are used, the length is rounded off to the next lower 25 cm. and the dia-
meter to the next lower centimeter.

The volume is obtained from the measured dimensions by volume tables
in which, since 1953, the volumes have been based on the arithmetic mean
diameter of each diameter class. The system employed in Northern Sweden
which uses the mean of base and top diameters gives the most exact log
volume (excluding trimming allowance), but in Central and Southern
Sweden the volume of a log equals that of a cylinder with the top cross-
section as a base.

The sawlogs are divided into normal logs and redwood special timber.
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Pulpwood can be measured either piece by piece (solid volume) or in
piles. When measured by the log, the length is measured just as in the
case of sawlogs but without the trimming allowance. Standard lengths are
also used. The measuring of the diameter is otherwise the same as with
coniferous sawlogs but the top and base diameters are measured one inch
from the ends of the logs (instead of one-half the trimming allowance as
in sawlogs). The crossmeasuring of elliptical cross-sections is required. The
volume is based on diameter excluding bark (cf. Circulir nr 2 B) and is
expressed in different units. Solid measure is applied more commonly in
Northern and piled measure in Southern Sweden.

When measured in a pile the pulpwood must be stacked at least one
meter high and the top of the pile must be level. The height, rounded off
to the next lower full centimeter, is measured by sections from both sides
of the pile. The sections are to be equal in length, usually 1.5 or 2 meters.
The height of the pile is the mean height of the sections.

The width of the pile, in other words, the standard length of the logs,
is checked.

The length of the pile is the mean of the lengths measured from both
sides of the pile with an accuracy of a half decimeter rounded downward
(Tilldgg 1 till Cirkuldr nr 3). The volume is expressed in cubic meters of
piled measure.

Deductions are made if the stacking of logs or trimming has been
careless and if there is ice or snow in the piles.

Pulpwood measured in a pile is divided into two classes (prima and
secunda) according to quality and thickness (cf. Circuldr nr 3 B).

Veneer logs of pine are, in the Swedish plywood industry, more im-
portant than birch. The measurement of log length is done with one-half-
foot accuracy (one decimeter) rounding downward. The trimming allowance
is at least three inches (7.5 cm.). The diameter is measured from the middle
of the log just as in the case of birch veneer logs. When “floating volume”
is used, the diameter is measured as described in the rules of the floating
district. Two quality classes are distinguished for the veneer logs of pine:
prima and secunda (cf. Circuldr nr 5).

Veneer logs of birch are measured and the volume is determined for
each log individually. The diameter is measured under bark and determined
with an accuracy of one centimeter or one-half inch (if the parties involved
have not made an agreement for one-fourth-inch accuracy). However, the
logs are not barked for diameter measurement, but the barkless diameter
is obtained by subtracting the double bark from the over-bark diameter.
There are no quality classes for birch veneer logs.
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The timber measurement acts of both Sweden and Norway restrict the
work of measurers much more than the corresponding legislation of Fin-
land. The Measurement Act of 1947 in Sweden recognizes voluntary and
official measuring.

Voluntary measuring can be carried out by a private person, an enter-
prise, or by a timber-scaling association. In Sweden as in Norway the
timber scaling associations are impartial and the board of directors is com-
posed of an equal number of representatives of both buyers and sellers.
In Sweden the rules of the scaling associations have to meet certain re-
quirements stipulated in the law (270/1947). The measurer must in every
case, even if he is a private person or an official in an enterprise, meet
certain qualifications of competence and give an official promise of im-
partiality. The timber-scaling association controls through spot checks and
by other means also the voluntary measuring.

Official measuring can only be done by specially appointed officials in
the service of the timber-scaling associations or appointed by them.

Voluntary measuring is much more popular than official measuring.
The official personnel are called in mainly in disputed cases or when either
party of the sale wants for some reason to be sure of faultless measuring
and the qualifications of the measurer, accuracy of the measuring equip-
ment, the recording of measurements, etc. (cf. Circuldr nr 23 B).

The official measuring serves, in a sense, as the first stage for clearing
complaints. 1f voluntary measuring results in a disagreement which is not
settled by the parties involved, the measuring is discontinued and an
official measurer can be called. There is the possibility for filing a com-
plaint against an official measuring to the board of controls of the scaling
association, but the board’s decision is final (Circuldr.nr 23 B).

Since in Sweden even voluntary measurement in most cases is done by
a scaling association expert, the associations are quite important in the
measuring of timber. In 1956—58 the associations measured an average
of 21.5 million cubic meters annually or 54 9; of the total removals; for
pulpwood the corresponding values are 15.4 million cubic meters and 82 9.
Of marketed quantities the percentages are even higher than those
mentioned above. ,

The requirements concerning measuring also apply to the roundwood
marketed from the State forests of Sweden.

89. Terms of payment
891. General

RANINEN (1954, p. 149) makes a division into sales with advance pay-
ments, cash sales, and credit sales.
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In the sales of roundwood (except cash sales) it has been customary
to pay gradually as the logging operations have advanced, i.e., the seller
has received payments before the delivery of products has taken place.
The pattern of payment has depended on the kind of seller, buyer, and
delivery practice and also some changes can be expected in the terms of
payment with time.

In connection with payment some special problems require an an-
swer, e.g.:

1. What is the relation between advance and cash payments?

2. What is the payment procedure?

3. How is the security problem solved?

Especially these problems will gain attention in the study.

892. Private forests

In the standard forms under "Payment period” it is stated:
7The advance payment is ........................ Fmk. The balance will
108 P DI commamsonssa o1 seasasonssncnsns ”

In the forms for Northern Finland the wording differs slightly:

In sales of standing timber:

“”When the contract is signed .............. Fmk and ... Fmk
are paid in advance. The balance will be paid by ... ”

In sales with a delivery contract:

“"When the contract is signed ... Fmk and ... Fmk
are paid in advance. Payment at measurement | final payment is made when
the deliverer has hauled the wood to the collection point. In the payment
at measurement ... Fmk per cubic foot (in forms for cord-
wood: Fmk per stacked cubic meter) are withheld until the final pay-
ment.”’

The wording of the clause on payments indicates that the Forms Com-
mittee has assumed the sales price to be paid partly in advance and partly
after the delivery measurement, i.e., when the definite quantity of wood
is known.

The time of making the advance payment is left for the buyer and seller
to decide. The forms for Northern Finland make it definite that the first
payment is to be made immediately after signing the contract. This is
obviously the practice also in other parts of the country although the
standard forms do not indicate it clearly. Other advance payments are
made as agreed upon in the contract.

The final accounting can be done only after the final measurement
when the quantity of wood and total price are accurately known. Different
ways of expressing the time of the final accounting and the paying of the
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Table 16. Terms of payment, 1956—58 in private forests.
Taulukko 716. Maksuehdot 71956—58 yksityismetsissd.
Sales of standing timber Delivery sales
Pystykaupat Hankintakaupat
Time of payment Communes: F - Communes: r
Maksuaika Kuntien : rslqaL;ueCy Kuntien: rif]a‘isgcy
 iithbe Runsaus- b Runsaus-
"‘l':,‘m oy wku | Mt o, luku
1 2 3 4 5 6 7
10 A. Immediately after closing
the sale (or within 14
days) there will be paid of
the sale price — Heti kau-
panteon pddtyttyd (tai vii-
meistddn 74 vrk:n kulues-
sa) maksetaan kauppa-
hinnasta:
a. None at all — Ei lain-
kaan . ................ — — 89 — — 128
b. —30% «.eevuiiin... 362 78 1 266 349 73 1 285
c. Over — YIi309% ..... 101 22 962 131 27 1024
Total — Yhteensd . .......... 463 100 — 480 100 —
10 B. Before the contract peri-
od ends there will be paid
of the sale price — Ennen
sopimusajan umpeen Kku-
lumista rahoitetaan:
a. None at all — Ei lain-
kaan . ................ 7 2 89 3 1 110
b. —50% . ..coooiii... 155 34 963 179 37 1 081
c. Over— YIi50% ..... 293 64 1149 298 62 1199
Total — Yhteensd . .......... | 4551|100 | — | 480 | 100 | —

balance are possible in the contract forms. For instance, the date can be
stated by which the payments must be completed or it can be agreed that
the final payment is made within a certain time from the measurement.

The marketing questionnaire included two series of questions concerned
with the payment period (No. 10 in the Appendix). The first was to discover
what portion of the price in 195658 was paid right after (within 14

1 Number of communes is smaller than in the column 5 since stumpage sales are
not practiced in a number of communes. — Kuntien luku tdssd pienempi kuin sarak-

keessa 5, koska erdissd kunnissa pystykauppoja ei tehdd juuri lainkaan.
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Fig. 13a. 1erms or payment by communes corresponding to alternatives 10 Aa—10 Ac

Kuva 13a. Taulukon 16 vaihtoehtoja 10 Aa—10 Ac vastaavat tulokset kunnittain.

in Table 16.
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days) making the contract, the second to find out how big a share of the
sales price was paid before the end of the contract period. For both series
of questions the forest advisers were to estimate separately the customs
used in stumpage and delivery sales.

According to the most common alternative, the communes were divided
as seen in Table 16. The regional characteristics in payment practices are
demonstrated in Figures 13a and 13b.

From the results we can conclude that, first of all, the making of advance
payments is the rule in the sales of roundwood. Furthermore, it is obvious
that the downpayment usually makes up 0—30 9, but rather often also
over 30 9, of the total price. Before the termination of the contract period
over 50 9, of the price has usually been received, in some parts of the
country it has been less, raising the final payment to over half of the total.

No mentionable differences can be observed between delivery and
stumpage sales nor clear regional characteristics in the making of advance
payments.

The financing of the sales of roundwood — as well as any form of
trade — is mostly influenced by two factors: first, the seller’s need for
money and the buyer’s ability to pay; second, security considerations both
for the buyer and the seller.

Most sellers are interested in receiving as much as possible in early
payments. For the buyer the fulfilling of this desire stands out as an in-
creased financial effort, increased costs in the form of interest, and also
some risk. When the monetary situation is tight, the buyer is usually
forced to be conservative in making advance payments. The monetary
situation in turn is influenced by several factors: trade cycles, advance
payments by foreign buyers to the exporters, and monetary policies. In
1956—58 the tight monetary policy of the Bank of Finland and the limited
advance payments from foreign buyers have notably reduced the possi-
bilities for advance financing.

In the case of profitable business and when the monetary situation is
more favorable, advance payments are very willingly granted. The pur-
chasing of roundwood and the financing of these purchases provides the
firms a possibility to arrange the annual balance according to taxation
considerations.

Security (avoidance of risk) from the seller’s standpoint induces him
to be interested in receiving the payments before the title to the goods
and the right of transportation is transferred to the buyer. This is made
possible both by advance payments and also by agreement that the goods
are transferred only after the total sales price has been paid.

In the standard forms the transfer of title upon payment has been sug-

72.4 Marketing of Roundwood in Finland and the Scandinavian Countries 161

I3 1 T 13 F 13 12 12 13 = A 13 12 FF ¥

| -
| M
)

| /s Ry
- o\ { {
{ y

<3\ , i
| \‘\g\ \"“\—v—/—\"\\ ¥ ' ﬁ
,
|
< 10Ba .
10Bb
10Bc

10Bd @

I -

Fig. 13b. Terms of payment by communes corresponding to alternatives 10 Ba—10 Bc
in Table 16.

Kuva 13b. Taulukon 16 vaihtoehtoja 10 Ba—10 Bc vastaavat tulokset kunnittain.

11



162 Viljo Holopainen 72.4

gested as one alternative. KyTTA (1958, pp. 30—31) considers this withhold-
ing of the title to the goods an exceptional arrangement. In his opinion it
is usually transferred in delivery sales upon the delivery measurement
which in the standard forms has been stated as the other alternative. In
sales of standing timber the transfer is considered to have taken place
when the trees have been felled (cf. KKO II 520/Nov. 4, 1937; I 60/Feb.
24, 1947), it it had not been decided otherwise. The marketing question-
naire I1 revealed that the title to the wood in delivery sales has most com-
monly been transferred at the measurement (Table 17).

If the buyer does not meet the payments as they fall due, the standard
forms authorize the seller to withhold, with lien, from the contract a
quantity of wood corresponding to the unmet payments if he is not given
some other approved guarantee. On the other hand, a delay in making
an advance payment does not mean, according to the Supreme Court
(KKO 11 32/Jan. 18, 1929), that the seller may neglect the logging.

Also the buyer has a need for security. In stumpage sales he can mort-
gage his right of felling to assure returns for his advance payments. Other-
wise, the advance payments can be lost, e.g., if the seller becomes bankrupt
(cf. KKO 1 47/Oct. 13, 1931). This security measure is taken, however,
very seldom.

In delivery sales the buyer’s risk is greater than in stumpage sales. It
is possible that the delivered timber does not cover the payments made in
advance. For such a case and for force majeure the standard forms have a
group of rules protecting the buyer. If the buyer has grounds for doubt
that the delivery will be partly or entirely neglected, he may ensure the
returns for advance payments by marking out the products as the logging
progresses to cover the value of the advance payments. After that he has
the lien as a protection against losing the advance payments. If the delivery
contract because of force majeure is made void for the part of undelivered
wood or if none or only a part is fulfilled during the prescribed period due
to a cause beyond the buyer’s control, the deliverer must return the pay-
ments which have not been covered by deliveries, with interest from the
day of receiving to the day of return. If the contract is not fulfilled for
reasons other than force majeure the buyer may use another alternative
after negotiating with the deliverer: before or during the first coming
felling year the buyer has the marking of timber done by an impartial
forester and takes a reasonable charge for direct marking and logging costs
from the deliverer.

In practice the seller often agrees to have the transfer of the titles take
place in the delivery measurement and permits the transportation before
the total sales price is paid (Table 17). This is explained by the fact that
the buying firms are generally known to be in sound economical condition.
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Table 17. Transfer of title to the goods in private forests (delivery sales 1959).
Taulukko 17. Omistusoikeuden siirtyminen yksityismetsien hankintakaupoissa 1959.

‘ Communes: Frequen
The transfer of title is agreed to take place: | Kuntien : vczlluecy
Omistusoikeus siirtyy sopimuksen mukaan : |
: number | Runsaus
I luku % luku
1 j 2 | 3 4
7 i i
a. in measurement — [uovutusmittauk- | “
SESSA o v \ 369 78 1 1251

b. after the sales price has been totally
paid — kauppahinnan tultua kokonaan |
maksetuksi ..................... ... 82 | 17 836

c. after a certain time from measurement ‘

— mddrdajan kuluessa loppumittauk- 3 |
SESHA . vo s s v w5 55 56 500 58 55 B8 aie e e s 23 5 186

| Total — Yhteensd .................... 474 ? 100

Nothing corresponding to bank guarantees or letters of credit applied
in export trade is known in the marketing of roundwood from private
forests.

The recent developments in the means of payment has resulted in the
wide use of checks and money orders. In the opinion of the Forms Com-
mittee (June 16, 1954), a payment has been carried out according to the
agreement when the money has been deposited at the bank or the money
order made or the cash sent to the seller by the date stipulated in the
contract. May it be pointed out that the Supreme Court in its ruling (KKO
11 31/Feb. 10, 1926) considered that the buyer had not broken the contract
which stated that the payment was to be made at the delivery of the logs
when the buying firm immediately following delivery had sent the money
to the seller through a bank.

In the buyers’ forms with the recognition of the Forms Committee used
in 1956—58, the terms of payment were in accordance with the standard
forms. On the front page there can be seen slight changes and additions
made, for instance, for the paying procedures. Other buyers’ forms are
somewhat more variable. Common to all is that the paying is assumed to
be done in at least two stages: advance payment and final payment. Many
firms have their forms designed for paying in three stages: the down pay-
ment made upon signing the contract, the advance financing (in one or
more installments according to an agreed schedule) and the final settling
of the account after the measurement and delivery. Even when the contract
form includes only the advance financing and final payment, as in the
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standard forms, the making of down payments has apparently been rather
common.

The schedule for advance payments is agreed upon individually in each
case. In delivery sales it is rather common to find these payments made
according to the buyer’s judgment as the delivery progresses. With this clause
the buyer has wanted to reduce the risk which is related to too high
advance payments.

The final payment according to the forms is usually made within a
certain period from the measurement and delivery. Most often this period
is printed in the form and it varies from a week to a month, the one-
month payment period being most common.

The clauses on the guarantees of payment have been almost the same
as in the standard forms. However, the seller’s lien has been excluded. The
interest for unmet payments is higher than in the standard forms, 8—10 %,
In some cases it has been tied to the discount interest of the Bank of Fin-
land but defined, for instance, as 1 9, higher than the current interest
per cent.

In the contract forms of 1936—38 it was common to find a three-stage
payment: ”

1. down payment upon the signing of the contract;

2. other advance payments before the end of harvesting;

3. final payment after the final measurement.

A variety of regulations has governed the payments in group 72”
which also may have included several individual installments. In stumpage
sales, especially in the forms used in Northern Finland, this payments was
assumed to be made immediately after the marking of timber (in 1936 the
marking was commonly carried out by the buyer after the signing of the
contract). In the country as a whole, however, it has been more common
to design a schedule for the payments with times agreed with at least one-
month precision.

In the advance payments for delivery sales it has been quite common
to use the wording: “according to the buyer’s judgment as the logging
progresses.” In some cases it has been stated that a certain part (e.g., 3/4)
of each individual delivery is paid (in these cases all the measuring is not
done at the same time). As an interesting detail, the contract form of one
firm has required the seller to pay interest to the buyer for advance pay-
ments over the period from receiving to date of delivery.

The making of the final payment was usually to be done in connection
with the delivery measurement. In Northern Finland, when the floating
on minor rivers after the delivery measurement was also carried out by
the seller, the final payment was to be made when the wood was delivered
to the floating union.
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893. State forests

The Sales Statute of 1922 and the amendment to it made in 1931 (As.
230/1931) regulates the paying for stumpage sales — usually done with
a two-year extraction period — so that the buyer pays half the total price
by January 31 of the first contract year. The balance for the wood delivered
during the first year must be paid by August 31. The date serves also as
a deadline for the payments for those undelivered products which the
buyer would have been responsible to remove, according to the Sales
Statute, during the previous winter. This refers primarily to the cases in
which a buyer has been granted an extension of removal period as provided
by the Sales Statute (§ 12).

This was the prevalent practice in making payments in 1936—38. In
delivery sales where a one-year contract period was commonly applied,
half of the sales price was to be paid in January at the latest and the rest
by August 31 during the same year that the products were delivered.
Hence, the date for final payment is later than in private forests.

Both in stumpage and delivery sales the buyer had to give a guarantee
approved by the State Board of Forestry within four weeks of the approv-
ing of the offer. In auction sales there was a bidding fee to be paid accord-
ing to a set scale before the beginning of the auction.

In 1956—58 the payments were made according to the pattern
below: .

a. the buyer has paid 20 9 of the sales price in the auction or, in the
case of sales with written contract, within two weeks of the dating
of the contract;

b. by January 31 of the first contract year the payments altogether
have made up 60 9/ of the total sales price;

c. the rest has been paid by August 31.

The quantity of wood which the buyer is required by the Sales Statute
to accept whether he has taken all or not has served as the basis for final
charging. '

According to the Sales Statute the buyer must, within four weeks of
getting the notice of an approved offer, submit a guarantee approved by
the State Board of Forestry for paying the price and fulfilling other con-
ditions of the sale. The State Board has reduced this time to two weeks.
The guarantee must be so designed that it is valid also if extension of re-
moval and payment period is granted.

In case of delayed payments an interest of 10 9, must be paid over the
period of delay. The Ministry of Agriculture, however, has the right to
change the interest rate.

In the contracts with the State the buyer has no security problems.
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894. Scandinavia

8941. Norway

In Norway the terms of payment have to be considered separately for
the trade between the forest owners and the sales associations and between
the sales associations and wood-using firms.

When making a delivery sale the forest owner after filling the inmelding
has been entitled to a non-interest advance payment from the sales associ-
ation. Ordinarily the maximum has been 40 9, of the estimated sales
value, in rare instances even higher. For the advance payment exceeding
the maximum, the forest owner has had to pay bank interest. If the forest
owner has not taken the advance payment, his contract price has been
raised by 1.5 9.

The practice has been somewhat variable at different times. Quite
recently each forest owner has been given a 1.5 9 increase in the contract
price but all advance payments have been under the burden of 3—5 9
interest.

The balance of the sales price has been paid to the forest owner soon
after the sales association has received payment from the wood-consuming
firm.

In the case of standing timber sales from the forests of the members
of forest owners’ organization payments are made through the forest
owners’ association although the contract is made directly between the
forest owner and the consumer firm. The payment schedule is defined in
the contract. Non-members naturally receive their payment directly.

The contracts between the sales associations and wood-using enterprises
have recently been made to define the amount which the seller can receive
as a non-interest advance payment (cf. Avtale om tommerprisene. . .
1959/60). The sales associations have wanted to discard this practice which
originates from the earlier usage between the private middlemen and wood-
using firms. They have been able to include in the contracts a proviso stat-
ing that the buying firm pays a bonus of 1.5 9 (for pulpwood barked
during sap flow and delivered by the end of the same year that the sale
is made, it is 1 9;) of the gross price if the forest owners’ association does
not take an advance payment.

According to the contract the sales price must be paid in full by June
25— July 15. The buyer gains title to the wood immediately after the
delivery measurement has been made.

It can be seen that terms of payment in both steps of the trade are
very similar.

Although the possibility of receiving a 1.5 9 increase if no advance pay-
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ment is taken has decreased the interest toward these payments, the forest
owners in many cases have to take advance payment for logging. The
advance payments have meant a certain strain on the forest owners’ as-
sociations. The financing has recently been taken care of partly by funds
which have been collected by the associations in the form of membership
fees (a practice discontinued in 1954) gathered in connection with sales
and of felling fees according to the principle stated in the rules of each
association (cf. Haua 1947; Vedtekter for... 1955, pp. 16—17). Further-
more, the advance payments have been financed with bank loans first
given by the Norges Bank and more recently by the farmers’ own financing
institutions (Kredikasse for Landkredit, savings funds, etc.).

The forest owner adds in the inmelding form to the skogeierlag his
wishes concerning advance payment. The chairman of the skogeierlag gives
his recommendation to the forest owners’ association of the amount of
advance payments which possibly can be admitted. The form (inmelding)
includes a clause which provides that the product becomes the property
of the sales association as soon as it is felled if an advance payment is
given. Contract forms concerning stumpage sales state that the buyer is to
provide surety of payment before the starting of logging operations.

i 8942. Sweden

In the contract between the forest owner and the forest owners’ as-
sociation, paying for the wood is ordered to be done:

a. ”in cash” or within a certain period (usually 30 days) from the date
when the buyer has received the measuring notice (mdtbesked) from
the seller;

b. in two or several phases.

The seller usually has the possibility of receiving advance payment.
Some contract forms contain a clause which stipulates that the advance
is payed for carrying out the logging. 1f the money is not used for logging,
the buyer has the right to demand immediately the money back with a
5 9, interest. The regulations on the payment period and the amount of
the advance payment are subject to certain variation in different parts
of the country.

Payment to the forest owners’ associations by consumer firms is done
according to the recommendation in cash within 30 days from the date of
invoice (which must be equal to the delivery date). It is also agreed that
the association is entitled to a certain advance payment per cu.m. Pay-
ment may be made in two phases and is free from interest to a certain
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date by which it must be covered with deliveries. If this is not done it is
— from this date on — subject to interest (in 1956/57 6 9;).

There are certain regional variations in payment procedure.

Part of the advance payments made by the forest owners’ associations
are financed by association funds which have accumulated from the pay-
ment of shares. Each member upon joining the association must redeem
a certain number of shares usually depending on the area of his forest
holding. The provisions are stated more precisely in the association’s rules.
The payments on shares are retained by the association as a loan from the
forest owners. Each member’s part gathers interest and is annually in-
creased by adding the profits on shares and by withholding part (1—2 %)
of the payments the member receives for his timber.

The forest owners’ associations also take bank loans for the advance
payments and for financing current expenses. In addition they are entitled
to advance payments from processing firms as mentioned above.

Payment procedure in the direct selling between forest owners and
industrial users follows largely the same pattern as in the trade between
forest owners and their associations. Particularly in the stumpage sales
the terms of payment are often very flexible. In many cases payment is
made “when required” (pd anfordran).

In the roundwood sales from the Swedish state forests payment must
be made, according to the sales regulations (DRS, m. 245 § 6):

a) in stumpage sales within 6—8 months after the closing of the con-

tract. The date must be fixed in the contract;

b) in delivery sales not later than 3—4 months after the completion
of the delivery. In case of delivery involving transport of timber
the time is only 30 days. A certain payment date — or payment time
in days reckoned from the date of the invoice — must be fixed in
the contract.

There are very elaborate regulations concerning the guarantee required.

It can bee seen that the terms of payment in Finland and Scandinavian
countries have many similar characteristics. The main difference is proba-
bly the more extensive use of — interest free — advance payments in
Finland.

9. Summary of the main results

Although forestry of Finland and the Scandinavian countries has much
in common (export of forest products, rather similar structure of forest
ownership and roundwood buyers, the seasonal rhythm of the sales), great
differences do occur in the roundwood market. The greatest of these is to
be found in the channels of marketing from private forests: in Norway the
wood is primarily marketed through the forest owners’ associations, in
Finland direct individual selling is applied, while Sweden represents a
”compromise” in the sense that both channels are quite common.

The institutional contribution and thereby the producers’ contribution
to the market thus is much more important in the Scandinavian countries
than in Finland. This study has briefly considered the underlying causes
concluding that the forest owners’ marketing organizations in Norway and
Sweden were ﬁrobably formed in the first place, but not solely, to protect
the forest owners’ interests in price formation, to counterbalance the as-
sociating of buyers. In both of these countries the prices for roundwood
are determined on the organizational level. In Norway it can be spoken
of as bilateral monopoly, whereas in Finland the price formation mechanism
has retained its original” competitive nature although the marketing
pattern itself deviates greatly from perfect competition.

We should, however, point out that especially in Sweden the creation
of demand for roundwood, especially of small-sized wood has been a great
factor in the formation of forest owners’ associations. Later, this effort has
appeared in the work of the association as a strong interest in establishing
new forest industry particularly in areas of low demand.

The present investigation cannot provide the final explanation of the
causes for the basic differences between the three countries. It has only
been possible to present a group of probable factors where differences are
obvious, such as the structure of private forestry, geographical conditions,
historical and cultural background, State control, and the structure and
attitude of the buyers.

It is important to note that the strong institutional influence in the
marketing by Norwegian and Swedish forest owners appears also in the
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technical phase of marketing: the trade customs. The most conspicuous is
the difference in the measuring of roundwood which in Scandinavia is
done according to detailed public regulations and mostly is carried out by
the officials of special measuring boards. The greater activities of the for-
est owners especially in Norway appears also in the almost exclusive use
of delivery sales.

The other trade customs as well are more uniform in the Scandinavian
countries than in Finland. It ought to be emphasized that the uniformity
in those countries has appeared earlier through the work of the institutions
— and therefore it has proceeded further — than in Finland where a real
tendency toward uniform practices first appeared during the Second World
War and shortly thereafter.

The Forms Committee, which began its work in 1950, has in about a
decade brought about significant unification in the trade customs in Fin-
land and this development can be expected to continue.

The marketing from State forests in all three countries is based on
legislation on public ownership and it has differed from the practices used
for private forests. The contrast in the origin of frade customs between
State and private forestry has been most conspicuous in Finland where
the customs in the marketing from private forests have mostly been dic-
tated by the buyers while those for State forests by the forest owner
(State). The three countries still have much in common in the channels
of marketing and sales methods, as we have now seen. This especially holds
true for Finland and Sweden.

Without going into the details, there is reason to review the two di-
rections of development which have become evident in this investigation.

First, we have seen that the producer’s role in marketing has essentially
increased since the 1930’s. This is shown in increased marketing activity
through forest owners’ associations in Norway and Sweden. In Finland,
too, the work of forest management associations directed to the advance-
ment of marketing (the marking of timber, commercial service, etc.) has
grown considerably. Also, the relative importance of sales with contract
for delivery has generally been growing, in addition to which the delivery
sales are becoming more active, including additional marketing functions,
as seen in the long-term contracts from State forests.

The forest owners’ participation in forest industry and in the export
of roundwood can also be interpreted as an expression of the roundwood
producers’ growing interest in marketing. This activity has significant
scope in Sweden and Finland.

A second line of development appears in the giving of more detailed
norms in trade customs. As an example, there has been a change in the
expression of the quantity of sale from the indefinite "at least” or “app-
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roximately” to more precise upper and lower limits. In addition, the
tendency seems to be toward the lowering of this percentage from the
former twenty or ten per cent to five per cent. The contract period, too,
is becoming shorter. The growing popularity of the delivery type of sale
has an indirect influence of the same sort on both the percentage and
contract period. The norms on the measuring of roundwood as well have
become more exact. And one more thing which can be mentioned here is
the appearance of entirely new clauses. For instance, the force majeure
was but rarely found in the forms used in the 1930’s in Finland.

One matter of principle connected to trade customs still needs to be
pointed out.

As the marketing from State forests is based on legislation regulating
public ownership and since the development of trade practices in private
forestry has been greatly influenced by institutions, i.e., interest groups,
it seems fitting to ask whether these any longer are trade customs in the
“original” sense of the word. Especially for the State this comment is
justified since in that case the “trade customs” have been formed in a
rather straightforward manner, dictated by public officials. And they have
indeed in many cases more the nature of a law than of a trade custom.
But similar reservations have been made for the customs codified by inter-
est groups, as pointed out by RANINEN (1934, pp. 26—27). In the latter
case there are, however, two factors which favor the application of the
term “trade custom”. First of all, the trade customs in the roundwood
market were earlier characterized by a great diversity and they were almost
entirely dictated by one party, the buyers. Second, the Forms Committee
in Finland and frequently the organizations in the Scandinavian countries
have used earlier contract forms as a source in designing new clauses. On
these grounds it can be expected that one of the principles which Raninen
uses to characterize trade customs, "good and reasonable”, is being con-
sidered more now than in the past.
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SELOSTE:

RAAKAPUUN MARKKINOINTI SUOMESSA JA
SKANDINAVIAN MAISSA

Erityisesti markkinointiteiden ja kauppatapojen kannalta

Tutkimustehtdvid ja -aineisto

Kasilld olevan tutkimuksen tarkoituksena on valaista raakapuun (vain
ainespuun) markkinointia ja siind v. 1936-38—1956-58 tapahtunutta ke-
hitystd Kkiinnittden erityisti huomiota markkinointiteiden! muodostu-
miseen ja kauppatapoihin. Nédiden kysymysten tarkastelun lihtokohdaksi
on kuitenkin tutkittu myds kysynnén ja tarjonnan rakennetta, vaihdet-
tujen erien suuruutta ynnd myyntien (ja ostojen) kausimaisuutta. Tutki-
mus rajoitetaan yksityisten ja metsdhallituksen hallinnassa olevien valtion
metsistd tapahtuvaan markkinointiin. Paikallinen vahittiiskauppa j4 tut-
kimuksen ulkopuolelle. Kauppatapojen osalta tutkimus kohdistuu toimi-
tustapaa, sopimusaikaa (ja siihen liittyen voittamatonta estetti), paljoutta,
mittausta ja maksuehtoja koskeviin kauppatapoihin.

Priméariaineistoa olen koonnut pidasiassa Suomesta johdollani suori-
tetun, hakkuuvuosiin 1955/56 ja 1956/57 kohdistuneen yksityismetsien
otantatutkimuksen yhteydessd. Aineistoa olen taydentdnyt yksityismet-
sien osalta metsénhoitolautakuntien ja metsinhoitoyhdistysten neuvojien
vilitykselld v. 1959—60 suoritetun ns. markkinointitiedustelun avulla.
Valtion metsid koskeva aineisto on koottu metsihallituksesta, padasiassa
sen liikeosastolta, minka lisdksi raakapuun markkinointia koskevat julkis-
oikeudelliset sddnnokset ovat olleet tutkimuksen pohjana. Ns. kaavake-
toimikunnan poytékirjat liitteineen ja 12 eri yritykseltd saadut kauppa-

1 Olen kédyttanyt termia markkinointitie (channel of marketing) esim. KASKIMIEHEN
kayttdman jakelutien (channel of distribution) asemasta, koska myds termin sisaltd on
tdssd jonkin verran toinen vastaten lahinnd amerikkalaisen marketing-termin alaa (ks.
KAskIMIES 1955, s. 30).

12
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kirjakaavakkeet ovat em. lihteiden ohella muodostaneet tdrkedn perus-
tan kauppatapoja kisitteleville tutkimuksen osalle. Aineistoa olen tdy-
dentinyt haastattelemalla asiantuntijoita ja erdistd muista ldhteistd, jotka
on mainittu tekstissa.

Norjaa ja Ruotsia koskevan aineiston olen koonnut paéasiassa v. 1954,
1959 ja 1960 kumpaankin maahan tekemieni matkojen yhteydessd met-
sinomistajain ja metsiteollisuuden jérjestoistd ja metsdhallituksista ynna
niiden maiden metsitilastoista. Aineistoa on tdydennetty haastatteluilla.
Pyrkimyksend on ensi kiidessd ollut saada Skandinavian maista aineistoa,
joka on tehnyt mahdolliseksi vertailun Suomea koskeviin tuloksiin.

Vertaileva yhteenveto tuloksista

Yhteenvetona voidaan todeta, ettd vaikka Suomen ja Skandinavian
maiden metsi- ja puutaloudella on tiettyja yhteisid piirteitd (kaikki met-
sintuotteiden vientimaita, melko samanlainen metsianomistuksen ja ostaja-
kunnan rakenne, raakapuumarkkinoiden kausimaisuus) niiden raakapuun
markkinoinnissa on suuria eroavuuksia. Suurin eroavuus on yksityismet-
sien markkinointiteissd: Norjassa raakapuu markkinoidaan pdéasiassa
metsidnomistajain yhteenliittymien vilitykselld, Suomessa suoraa yksilol-
listd markkinointia soveltaen, kun taas Ruotsi edustaa ndiden vilimuotoa
siind, ettd molempia kanavia kdytetddn melko yleisesti.

Institutionaalinen panos ja samalla tuottajain panos markkinoinnissa
on siten Skandinavian maissa saanut huomattavasti suuremman merkityk-
sen kuin Suomessa. Tutkimuksessa on lyhyesti tarkasteltu myds tahdn vai-
kuttaneita syitd ja paadytty siihen, ettd metsanomistajain markkinointi-
jdrjestot ovat syntyneet Norjassa ja Ruotsissa todenndkdisesti ensi kddessd
joskaan ei yksinomaan metsinomistajain hinnanmuodostusetuja, siis mark-
kinointipoliittisia piaméarid ajamaan vastapainoksi ostajain yhteenliitty-
mille. Kummassakin maassa raakapuun hinnanmuodostus tapahtuukin
organisaatio-tasolla. Norjassa voidaan puhua suorastaan bilateralisesta
monopolista, kun taas Suomen hinnanmuodostusmekanismi on sdilytta-
nyt alkuperdisen” kilpailullisen leimansa, joskin markkinamuoto huomat-
tavasti poikkeaa tdydellisen kilpailun kaavasta.

On kuitenkin syytd alleviivata, ettd erityisesti Ruotsin metsénomistaja-
yhdistysten syntymiseen on keskeisesti vaikuttanut myos raakapuun, eri-
tyisesti pienpuun menekin edistiamispyrkimys. Myohemmin tama pyrki-
mys on yhdistysten toiminnassa ilmennyt voimakkaana harrastuksena uu-
den metsiteollisuuden perustamiseen etenkin alimenekkialueille.

Tutkimuksen perusteella ei voida antaa lopullista vastausta siihen,
mistd edelld mainitut perustavanlaatuiset eroavuudet eri maiden valilld
perimmiltdin johtuvat. On vain voitu luetteloida joukko todenndkdisia
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tekijoitd, kuten yksityismetsdtalouden rakenne-erot, maantieteelliset olo-
suhteet, historialliset ja sivistykselliset tekijat, valtion erilainen ote talous-
eldmddn ja ostajakunnan rakenne ja erilainen asennoituminen.

On syytd korostaa, ettd voimakas institutionaalinen panos Norjan ja
Ruotsin metsdnomistajain raakapuun markkinoinnissa ilmenze myos mark-
kinoinnin teknillisessd puolessa, kauppatavoissa. Nékyvin on ero raaka-
puun mittauksessa, joka tapahtuu yksityiskohtaisten julkisoikeudellisten
sddnnosten mukaisesti ja valtaosaltaan erityisten mittausyhdistysten toi-
mihenkiloiden suorittamana. Metsdnomistajain suurempi aktiivisuus ni-
menomaan Norjassa ilmenee myds siind, ettd hankinta on miltei yksino-
mainen toimitustapa.

My6s muut raakapuun markkinoinnin kauppatavat ovat Skandinavian
maissa yleensd yhtendisemmat kuin Suomessa. Erityisesti on korostettava,
ettd yhtendistyminen on ldntisissd naapurimaissa tapahtunut juuri insti-
tutioiden vaikutuksesta varhemmin — ja osaksi juuri sen vuoksi ehtinyt
pitemmille — kuin Suomessa, missd yhtendistymistendenssi on alkanut
varsinaisesti vasta toisen maailmansodan aikana ja sen jdlkeen.

Erityisesti v. 1950 toimintansa aloittaneen kaavaketoimikunnan an-
siosta Suomessakin on vajaan vuosikymmenen kuluessa tapahtunut varsin
merkittavd kauppatapojen yhtendistyminen ja on odotettavissa, ettd se
yha jatkuu.

Valtion metsien raakapuun markkinointi perustuu kaikissa kolmessa
maassa julkiseikeudellisiin sddnnoksiin ja on tapahtunut yksityismetsien
markkinoinnista poikkeavalla tavalla. Vastakohta valtion ja yksityismet-
sien kauppatapojen muodostumistavassa on ollut erityisen jyrkkd Suo-
messa, missd yksityismetsien markkinointiin liittyvét tavat ovat maardy-
tyneet péddasiassa ostajain, valtion metsien tavat taas metsdnomistajan
(valtion) toimesta. Markkinointiteissd ja myyntimenetelmissd on sangen
paljon yhtéldisyyksid eri maiden kesken. Erityisesti on ndin laita Suomessa
ja Ruotsissa.

Puuttumatta endd aiheen kisittelyn yksityiskohtiin on syytd viitata
erityisesti kahteen tutkimuksesta ilmenevdan kehityssuuntaan.

Ensinnékin on voitu todeta, ettd tuottajan markkinointipanos on 1930-
luvulta ldhtien varsin olennaisesti lisdidntynyt. Tdma ilmenee ensinnikin
siind, ettd metsdnomistajayhdistysten vilitykselld tapahtuva markkinointi
on Norjassa ja Ruotsissa huomattavasti lisddntynyt. Suomessakin metsan-
hoitoyhdistysten markkinointia edistdvien funktioiden (leimausten, kau-
pallinen service jne.) laajuus on huomattavasti kasvanut. Toiseksi han-
kinta-toimitustavan osuus on yleisesti lisidntynyt, minké ohella hankinta
on etenkin valtion metsien pitkdaikaisissa sopimuksissa saamassa uusia
entisti aktiivisempaan markkinointiin viittaavia muotoja.

Tavallaan voidaan ilmauksena tuottajain markkinointipanoksen lisddn-
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tymisestéd pitdd my0s raakapuun tuottajain teollisen toiminnan viridmist4,
mikd toiminta etenkin Ruotsissa ja Suomessa on jo saavuttanut merkitta-
vén laajuuden.

Toinen merkittdvd kehityspiirre on entistd pitemmalle yksityiskohtiin
menevd normeeraus kauppatavoissa. Esimerkkind tdstd mainittakoon, etti
paljouden madrittelyssd ollaan siirtymédssd epdmadrdisestd ”’vihintdan” —
jopa "'noin” — ilmaisuista tdsmaéllisempiin ylitys- ja alitussadanneksina il-
maistuihin tapoihin, minkd lisdksi pyrkimyksend ndyttd4 olevan sadan-
neksen pienentdminen ennen kdytetyistd 20:std ja 10:std 5:een. My6s sopi-
musaika on lyhenemadssd. Vilillisesti myds molempiin ndihin vaikuttaa han-
kinta-toimitustavan yleistyminen. Myds raakapuun mittausta koskevat
normit ovat tdsmentyneet. Tdhdn asiaryhmddn voidaan lukea myos koko-
naan uusien klausulien kehittyminen. Esim. force majeure-klausuli oli Suo-
men sopimuskaavakkeissa vield 1930-luvulla harvinaisuus.

Nimenomaan kauppatapojen osalta on vield syytd viitata erdédseen peri-
aatekysymykseen.

lKun valtion metsien markkinointi perustuu julkisoikeudellisiin sddn-
noksiin ja kun myos yksityismetsien kauppatapojen kehitykseen ovat suu-
resti vaikuttaneet institutiot, etujérjestot, voidaan herdttdd kysymys,
ovatko ndmaé endd kauppatapoja timén sanan "alkuperdisessd’” merkityk-
sessd. Erityisesti valtion osalta tdmé& huomautus on aiheellinen, sen ’kaup-
patavat” kun ovat syntyneet varsin ’suoraviivaisesti’’ julkisten virano-
maisten sanelemina. Niilld onkin monessa tapauksessa enemmén lain kuin
kauppatavan luonne. Mutta kuten RANINEN (1934, s. 26—27) huomaut-
taa, myos etupiirien koontamien kauppatapojen suhteen on esitetty va-
rauksia. Tédssd tapauksessa voidaan kuitenkin viitata erityisesti kahteen
menettelyd puoltavaan seikkaan. Ensinndkin raakapuumarkkinoiden kaup-
patavoissa vallitsi aikaisemmin suuri kirjavuus, minkd lisdksi ne olivat
miltei yksinomaan toisen osapuolen, so. ostajain sddtdmii. Toiseksi Suo-
men kaavaketoimikunta ja monessa tapauksessa myos skandinaviset jdr-
jestot ovat kdyttaneet sopimusklausulien tarkistustydssd pohjana aikai-
semmin kdytettyjd sopimuskaavakkeita. Tamédn perusteella on odotetta-
vissa, ettd Ranisen kauppatapojen muuan perusvaatimus hyvi ja koh-
tuullinen” tulee varteen otetuksi suuremmassa midrin kuin aikaisemmin.

APPENDIX—LIITE
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UNIVERSITY OF HELSINKI
INSTITUTE OF FARM FORESTRY

YLIOPISTON

YKSITYISMETSATALOUDEN LAITOS
Unioninkatu 40 B, Helsinki

QUESTIONNAIRE ON THE MARKETING METHODS OF
INDUSTRIAL WOOD SOLD FROM PRIVATE FORESTS

YKSITYISMETSISTA MYYTAVAN AINESPUUN MARKKI-
NOINTIMENETELMIA KOSKEVA TIEDUSTELU

(for the years 1956 —58)
(kohdistuu vuosiin 1956—58)

District Forestry Board: Information about commune
Metsdnhoitolautakunta: ... Tiedot koskevat

See directions on last page
Lue kaavakkeen tdyttimisohjeet viimeiseltd sivulta

1. Means of<contact between the seller and buyer
Kuinka ostaja ja myyjd saavat kosketuksen toisiinsa

a. The buyer finds out about sales plans and makes an offer at ran-
dom going from house to house
Ostaja selvittdd myyntiaikeet ja tekee tarjouksen umpimdhkdisesti
talosta taloon kulkien. . .. ...:cisosisussisiisisnisassniases

b. The buyer makes an offer by using the marking records of the
Forest Management Association and District Forestry Board
advisers
Ostaja tekee tarjouksen kdyttden hyvdkseen mhy :n ja mhl:n neuvo-
jien leimikkoluetteloita

c. The seller contacts with the buyer
Myyjd ottaa ensinnd kosketuksen ostajaan . ..................

2. The trees are marked
Leimaus suoritetaan

a. before making the sale
ennen Kaupanteko@ ... .. ... .. issios on o5 o s 6o om on s sln sim s wvmessessuassmananets

b. after making the sale
kaupanteon JAlKEeNn ..............c.c.coeiiiiiiiiiiiiiiiiiies
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3. The forest owner makes the sale
Metsinomistaja suorittaa kaupanteon

a.

independently
kokonaan omin neuvoin ............... ... ...

. with the assistance of an F.M.A. or D.F.B. adviser or another

professional forester
kdyttdmdid mhy :n tai mhl:n neuvojan tai muun ammattimiehen
APUA 5 ooasc o 5.5 55 55 5.0 sm wie wis 685 i 55a 81k w15 o i S8 58 95 s i s

. by authorizing an F.M.A. or D.F.B. adviser or other professional

forester to close the sale
valtuuttamalla mhy :n tai mhl:n tai muun ammattimiehen pddittd-
MAGN KQupan . ...

In the period 1956—58 there have been to my knowledge ............
joint sales in the area of this commune (joint sales offers from
several forest holdings)

Vv. 71956—358 tietooni on tullut kunnan alueella ............ yhteismyyn-
tid (useamman metsdlon yhteistd myyntitarjousta)

4. The sales are made
Kaupoissa kdytetddn

a.

using contract forms designed by the buyer
ostajan laatimia kaavakkeita ..............................

. using the forms approved by the Central Association of Finnish

Woodworking Industries and the Forest Council of the Central
Union of Agricultural Producers (the forms printed by the buyer
but by content corresponding to the approved forms of the as-
sociations mentioned above are included) !

Suomen Puunjalostusteollisuuden Keskusliiton ja Maataloustuot-
tajain Keskusliiton metsavaltuuskunnan vahvistamia kaavakkeita
(tdhdn sisdltyvdt myds ostajan painattamat, mutta asiasisdlléltddn
em. jdrjestijen sopimia vastaavat kaavakkeet) 1. ....... e e 0

. Only on the basis of oral agreement

kauppa perustuu vain suulliseen sopimukseen ................

5. Contract period Sales of Delivery

Sopimusaika

a.

Standing Timber Sales
Pystykaupat Hankintakaupat

cash sales
kdsikauppa ....... ... ... . i

. up to one year (including contracts with ex-

tended hauling)

enintddn 1 vuosi (tdhdn luetaan mydis sellaiset

sopimukset, joissa mydnnetddn pidennetty ajo-

k@) ...

. Over one year

pitempi kuin b-kohdassa mainittu . .......... ... el

! The approval is indicated in the upper corner of the form.
! Tasta on merkinta kauppakirjakaavakkeen ylikulmassa.
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6. Means of expressing quantity to be sold.
There will be sold:

Myytdivdin mddrdan ilmaisutapa. Myydddn:

a. trees marked in a certain stand (or area)
tietty leimikko (tai alue) ................ ..

b. a certain amount of wood (e.g., approx. 200
cu.m.)
lietty puumddrd (esim. noin 200 m®) ........

c. the upper and lower limits of the amount are

« stated (e.g., 200—300 cu.m.)

mainitaan mddrdn yld- ja alaraja (esim. 200—

300 m?)
When alternative 6 b is applied the amount must
be within .............. % (e.g., 10 9}) of the stated
amount
Milloin vaihtoehtoa 6 b sovelletaan, mddrd saa ylit-
tda tai alittaa sopimulksessa mainitun mddrdin
............... % (esim. 109, )

7. Consideration (recognition) of log size in the
price determination of sawlogs.

Logs are priced: Sales of
Standing Timber

Jdreyden huomioon ottaminen saha-
tukkien hinnoittelussa.
Hinnoittelussa sovelletaan:

a. on price scale based on mean volume of stems

rungon keskikuutioon perustuvaa hinta-asteikkoa — ..................

b. on price scale based on mean volume of the logs

palkyn keskikuutioon perustuvaa hinta-asteikkoa — ..................

c. on price scale based on the top diameter of the

logs
p polkyn latvaldpimittaan perustuvaa hinta-asteik-
koa.... ... .. ... .

d. the size is not actually considered but is taken
into account on the basis of assessment in forest
ei sovelleta varsinaista jdreyteen perustuvaa hin-
ta-asteikkoa, vaan ostaja arvioi likimddrdisen jd-
reyshyvityksen joko metsdssd tai leimausluettelon

perusteella . ... ... .. ... . .. ... .. ... . . .00

8 ——

9. The measuring is done by Sales of

Standing Timber

Mittauksen suorittaa

A.In the sales of heavy (sawlog-
size) timber:
Jdredn puun kaupoissa:

a. the buyer alone

ostaja yksin ... ... e

b. the buyer and seller together

ostaja ja myyjd yhdessd .................. e

Pystykaupat

Pystykaupat

Delivery
Sales

Hankintakaupat

Delivery
Sales

Hankintakaupat
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10.

11.

c. the buyer together witha professional forester
(forestry adviser) hired by the seller
ostaja ja myyjdn palkkaama ammattimies
(metsdneuvoja) YRAeSSA . .. ...........oven e

B.Inthesales of cordwood:
Pinotavaran kaupoissa:

a. the buyer alone
OSIAJA PRSI o oo v ee e

b. the buyer and seller to_gether ......
ostaja ja myyjd YRAeSSA ... .. .o.oovneinan

c. the buyer together witha professional forester
(forestry adviser) hired by the seller
ostaja ja myyjdn pa{_kkaama ammattimies
(metsdneuvoja) YRAeSSA . . ............oore e

In the period 1956—58 there have been to my
knowledge a total of .............. official measuring
in the area of this commune of which ............... have
concerned industrial wood.

Vv. 1956—358 on tietooni tullut kunnan alueella yh-
1eeriSh ovvvsesarsenss virallista mittausta, joista ainespuu-
hun kohdistuvia mittauksia ...................

i Sales of Delivery

Financing. Immediately after clos- : ) :

inlgthesagle(orwithin14days)there Standing Timber Sales

will be paid of the sale price . Pystykaupat Hankintakaupat

Rahoitus. Heti kaupanteon pddtyttya

(tai viimeistdidn 14 vrk:n kuluessa)

maksetaan kauppahinnasta

a.nopeatall
CLIGIMIAAN + o oo oot iiie e nae s e

S ) KA T

c. Over 300/0 ....................
YU 30 Yo o v e e

Before the contract period equ

there will be paid of the sale price

Ennen sopimusajan umpeen kulu-

mista rahoitetaan

a. noneatall ...............
CLUGIMKAAI o oo oo esvneonnassssssssne  ssmssssomesnnn roeees

S (T

c' 0ver50% .....................
YU 50 %y eeee e

................................................... [ooreeieieiannnne. 1959

forestry adviser )
metsdtalous-/metsdnhoidonneuvoja

Acting in the area of the commune since 19_:.
Toiminut kunnan alueella vuodesta 79......... ldhtien
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DIRECTIONS FOR COMPLETING THIS FORM

1. The questionnaire concerns only the following kinds of industrial
wood:

coniferous sawlogs
birch veneer logs

pulpwood
pitprops

The answers should refer to industrial wood as a whole unless otherwise specified in
the individual question.

This questionnaire does not concern fuelwood.

2. The questionnaire covers the period 1956 —58.

3. The areal unit for the questionnaire is the commune. A

separate form must be filled for each commune.

4. The questionnaire is answered by a forestry adviser appointed by the District

Forestry Board or the Forest Management Association on the basis of his knowledge
of local marketing conditions. When several advisers are working in the same com-
mune, it is recommended that they discuss the questions together.

5. The questions are answered on this form. The most common alternative for each

question is indicated by the figure »1», the next by »2», and the least common by
»3». »0» is used to indicate that the practice suggested by the alternative has not
been used at all. If, for example, the first question is answered:

I.Means of contact between the seller and buyer

a. The buyer finds out about sales plans and makes an offer at
random going from house to house. ...................... 2

b. The buyer makes an offer by using the marking records of the

Forest Management Association and District Forestry Board
advisers !

c. The seller contacts with the buyer . ...................... 0

The answer is interpreted as follows: The most common form of contact is the
buyer’s making his offer by using the marking records of forestry advisers (figure
»1» in alternative »b»). In addition, they declare their buying plans and make offers
at random going from house to house (»2» in alternative »a»). Aside from these, no
sales are made in which the seller makes first contact with the buyer (»0» in alter-
native »c»). If there were »3» in alternative »c», it would mean that this practice has
occured but in lesser degree than those mentioned in »b» and »a».

6. The answers are made on the basis of the number of sales.

KAAVAKKEEN TAYTTAMISOH JEET
. Tiedustelu koskee vain seuraavia ainespuun tavaralajeja:

havusahatukit
vanerikoivut

paperipuu
kaivospuu
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Milloin ne on kaavakkeessa otsikoitu erikseen jonkin kysymyksen kohdalla, myos vas-
taukset annetaan erikseen kuhunkin tavaralajiin tai -ryhmddn kohdistuvana. Muutoin
vastaukset tarkoittavat nditd tavaralajeja yhteisesti.

Polttopuu jdd tiedustelun ulkopuolelle.

2. Tiedustelu kohdistuu vuosijaksoon 7956—58.

3. Tiedustelun alueyksikkdond on kunta. Kustakin kunnasta on tdy-
tettavd eri lomake.

4. Tiedusteluun vastaa paikallisen markkinointiolojen tuntemuksensa perusteella metsdn-
hoitolautakunnan tai metsdnhoitoyhdistyksen siihen nimedmd metsdtalous- tai metsdn-
hoidonneuvoja. Milloin saman kunnan alueella toimii useampia neuvojia, clisi suota-
vaa, eftd he yhteisesti pohtisivat tiedusteluun liittyvid kysymyksid.

5. Vastaukset annetaan tdille kaavakkeelle. Kunkin kysymysryhmdn yleisimmdn vaihtoeh-
don kohdalle merkitddn kaavakkeen oikeaan laitaan ao. riville ja ao. kohtaan luku 7,

seuraavaksi yleisimmdn luku 2 jne. Jos vaihtoehdon ilmaisemaa kdytdntod ei esiinny
lainkaan, ao. kohtaan merkitddn 0. Jos esim. ensimmdiseen kysymyssarjaan vastataan:

7. Kuinka ostaja ja myyjd saavat kosketuksen toisiinsa

a. Ostaja selvittdd myyntiaikeet ja tekee tarjouksen umpimdhkdi-

sesti talosta taloon kulkien . ............... ... .. ......... 2
b. Ostaja tekee tarjouksen kdyttien hyvdkseen metsdinhoitoyhdistyk-

sen ja metsdnhoitolautakunnan neuvojien leimikkoluetteloita . . 7
¢. Myyjd ottaa ensinnd kosketuksen ostajaan . ............... 0

Vastaus on tulkittava seuraavasti: Kosketus ostajan ja myyjdn kesken syntyy yleisim-
min siten, ettd ostajat tekevdt tarjouksensa kdyttden hyvdkseen metsdneuvojilta saamiaan
luetteloita leimikoista (luku 7 kohdassa b). Sen ohessa he selvittdvdt myyntiaikeita ja
tekevdt tarjouksia myos umpimdhkdisesti talosta taloon kulkien (luku 2 kohdassa a).
Sen sijaan kauppoja ei tehdd lainkaan siten, ettd myyjdt ensinnd oftaisivat kosketuksen
ostajaan (luku 0 kohdassa c). Jos ¢ kohdassa olisi luku 3, se merkitsisi, ettd tdtdkin
kadytdntod esiintyy joskin vdhemmdn kuin b ja a kohdissa mainittua.

6. Vastaukset annetaan silmdlld pitden kauppojen lukumddrdn jakaantumista
erilaisten tapausten kesken. )





