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THE MARKETING OF LESSER-KNOWN
TROPICAL HARDWOODS IN THE U.K.

STAVROS KALAFATIS

ABSTRACT

The present study set out to identify and analyse the
relative importance of the various factors which affect
the acceptance of lesser-known Tropical Hardwood species.
Two different groups of factors were analysed, physical/
technical factors and marketing factors, emphasis was
placed on the second group.

To achieve the above stated objective, it was regarded
as essential to examine the two main market intermediaries,
the merchants/importers and the end-users. Therefore, two
main surveys were conducted:

(a) Merchants/importers. The effect of the various
marketing efforts on the eventual outcome of lesser-known

specie introductions were examined. A further, smaller,
survey was found to be necessary on the perception and
beliefs of the sales-staff of the importing firms. Their

perception of well established and lesser-known species was
examined.

(b) End-users., The perceptions of various end-users/
end-use segments was examined, The underlying reasons
which dictate the choice of different species and the
influence of the various marketing activities on such deci-
sions were established.

The research was based on postal questionnaires (dif-
ferent ones for each survey) which were designed following
depth interviews and pilot studies.

Following a detailed analysis and interpretation of
the replies to the surveys, an attempt has been made to
apply these findings in order to design a meaningful
marketing strategy. A total marketing plan is proposed
and particular emphasis is placed on screening the poten-
tial of lesser-known species and the communication mix to
be used during the stages of introduction.

One of the main findings was the degree of uniqueness
of each particular introduction of a lesser-known specie,.
This finding, together with the structure of the customers
of each merchant and the finding that what constitutes a
lesser-known specie is a matter of perception, presented
a very complex matrix of alternative marketing strategies.
But one thing which has become clear is that a well designed
framework is absolutely necessary if lesser-known specie(s)
are to be marketed successfully.
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CHAPTER 1

INTRODUCTION

This chapter states the objectives, limitations

and structure of this study. It also provides

some useful definitions of the meaning of the

term Lesser-known species.



1,1 INTRODUCTION

1.1.1, Obiectives

This study attempts to analyse the behaviour of two of
the channel intermediaries of the Timber Trade, merchants/
importers and end-users, in relation to lesser-known tropical
Hardwoods. An analysis of successful and unsuccessful
introductions of such species has been investigated so that
meaningful conclusions can be drawn about the contributing
factors that lead to such outcomes.

Therefore the main objectives of this research are:

(a) to identify the rationale and contributing elements
behind the decisions by merchants/importers to introduce
lesser-known tropical Hardwoods into the U.K. market
and the special procedures that are undertaken in pro-
moting such species,.

(b) to assess the influence that the various marketing tac-
tics had on the eventual outcome.

(c) to establish an order of potential effectiveness of the
various marketing elements

(d) to derive an overall analysis of market trends, beliefs
and attitudes from both merchants/importers and end-users.

(e) finally, to combine the findings in order to propose a
meaningful and operational marketing plan which could

be used as a framework for any future introductions of

lesser-known species.



1,1,2. Reasons for undertaking such research

The Timber industry has been experiencing technologi-
cal and economic changes together with strong competition
from other materials. Therefore, the need to find new pro-
ducts and successfully introduce them into the market becomes
obvious.

This need is more urgent for Hardwoods since such
material experiences additional strong competition from
materials within the Trade i.e, particleboards etc. The
present study is a marketing rather than a technological look

into the ways that lesser-known species can be successfully
introduced into the U.K. market.

Looking into the future, we have to consider the impor-
tance of new products (in this instance lesser-known Tropical
Hardwoods). One of the first studies (Booz, Allen &
Hamilton, 1963) defined the need for such products, as a

i) major contributor to company growth

ii) primary influence on profit performance

iii) key factors in business planning.
Such new products (in this case lesser-known Tropical species)
will have to be related to the current product-mix that
various companies offer and their past experiences. Perhaps
the best place to begin improving one's product development
efforts is to study one's past failures and analyse the
reasons behind them((.o°peff.4‘ﬂ£).

It is widely accepted that such lesser-known species
present many problems and have not yet received the appropriate
attention by any systematic study, especially by those con-
cerned with the marketing aspect. In the words of Erfurth

& Russche (1976), '"... there is hardly any subject related to



tropical forestry which has found such widespread interest
in recent years than lesser-used wood species. Yet very
little information clarifying the magnitude of the problem
has become available..." And even less information has been
gathered about the role that marketing strategies played in
relation to the eventual outcome.
Two factors stand out, i) the change in the domination
of the supplying areas from
West Africa to South-East
Asia and South America,

ii) the heterogeneity of the
botanic composition (parti-
cularly valid for the South
American tropic moist forests)
and the multiplicity of
species,

A number of studies have been conducted in order to present
useful information about those lesser-known species, that
inevitably will come into the market. Probably the most
extensive one was conducted by Erfurth & Rusche (1976) where
a vast number of potentially marketable lesser-known species
were compared and evaluated against performances of well
established species. Looking at the same problem Wassink
(1979-a-) established choice patterns for tropical Hardwood
imports into seven European countries (including the U.K.)
in order to establish those attributes that any lesser-known
specie should fulfill in order to have any chance to be
introduced successfully.

All the above works (for a more extensive appraisal see

section on literature) have established necessary physical



and technological criteria, but only touched the area of how
a company should: a) determine those criteria, b) obtain
the appropriate information and c¢) employ marketing tech-
niques in promoting such species, Therefore, I believed
that some examination of the behavioural side of the problem
was necessary; and set out to find the contributing factors
and their relative importance, to analyse the attitudes of
the people involved in the Timber Trade, to examine their
perception of lesser-known species and the effect (if any)
that different promotional activities had on inducing trial
and/or adoption of such species.

The Timber Trade is not an exception regarding the high
rate of failure in new products. The root cause of many
failures, as Robertsom (1973) states, is '"'... the neglect
of marketing research and preconceived ideas about marketing
needs...'". It is the ability of the management in general,
to define or re-define new-product development strategies in
an environment where cost of raw materials is likely to rise
at the same time that supplies become scarce. Therefore
analysis of the market that the firm operates in and the buy-
ing decision process of their customers will both be absolutely
necessary in order to define a planning framework against

which assessments and evaluations could be made.

1.1.3. Limitations

There are a number of limitations: i) the present
research is restricted to the market of G.B., and deals only

¥*
with imported tropical Hardwoods.1 That means that

*1 For a complete list of countries see Appendix ¥.1,/1,

4



Hardwoods such as Beech, Oak, Ash etc. are not examined.

The reason is that any future lesser-known species will only

come from the tropics.

4a



ii) the target market is
those firms who use logs and/or lumber, although tropical
Hardwoods are used in the production of paper pulp, plywood

etc., such markets are not examined here,

iii) there were aspects of

the trade that because of lack of any previous research had
to be examined although they were not strictly within the
scope of the present study (such areas are: general buying

behaviour, existing interrelations of the various elements

of the Trade etc.),

iv) there are wvarious

uses and references of literature without any empirical/sur-

vey results support them. The topics covered in such a way

were discussed with people actively involved in the trade and
were not part of the questionnaires, this was inevitable be-

cause of lack of any previous qualitative research on similar
problem areas, and also because of the obvious limitations

of time and financial resources of the present research,

1.1.4. The structure of this report

For the purpose of this report, it was considered essen-
tial to examine the whole structure of the UK Hardwood Trade.
This need became more apparent because of lack of data on
certain aspects of the trade,. Therefore a more general
approach has been made followed than that suggested by the
title of the paper.

The structure of the UK Hardwood Trade is discussed
first. This was necessary in order to provide the back-

ground in which all Tropical Importers/Merchants operate.



Then the UK Imports of Tropical Hardwoods are examined.
The results provide information about the needs, preferences,
trends etc. o f the end-users of Tropical Hardwoods. This
section also provides some qualifications about the need of
a study such as this one and the future importance of lesser-
known species. Finally, in this general section, the up-to-
date literature is critically examined, Three aspects
become clear, firstly the increasing awareness about the
problems posed by introductions of lesser-known species,
secondly the lack of data on many marketing aspects of the
Trade and thirdly the fact that behavioural elements of the
Trade have been given very little attention up to now.

Following this overview of the Hardwood Trade, the
three surveys*l which were carried out during the present
investigation are presented individually, For each survey
the methodology of selecting the sample frame and designing
the questionnaire are discussed first and some indication of
the response rate is given. Then those of the findings
which are directly related to lesser-known species are stated
in a summarised form,

A more extensive analysis of the replies to all the
questions of each individual questionnaire follows, The

marketing implications of the findings are discussed in the

*1i.e. -i- the sales staff survey: where all the people
involved in"the decision taking and promotion of lesser-
known and well-established species of one company were
surveyed

-ii- the merchants survey: where the major importing
merchants were asked about their past attempts and the stra-
tegies which lead to the essential outcome of lesser-known

specie introduction
-iii- the end-users survey: a selected sample of users
of tropical Hardwoods was surveyed in order to establish their

buying behaviour and marketing factors which influence their
decision of trial of lesser-known species,

6



final section, It is appreciated that some parts of the
questionnaires are not directly related to lesser-known
species and therefore are not strictly within the limits of
the study, but nevertheless they were regarded as essential
in order to provide information on behavioural and marketing
aspects of the Hardwood Trade. There is no doubt that there
are many areas of dispute within the results of the surveys,
unfortunately the data obtained could not be compared and
therefore be validated against any other source(s) because
there are no comparable studies. The findings are accepted
on a face value basis and are presented under three main
sections for each questionnaire/survey, one section about the
nature of the respondents, one related to answers on ques-
tions about lesser-known species and one section about the
respondent's opinions, beliefs and attitudes on general
points of their Trade and Hardwoods in general.

Then the findings from each survey are compared and
contrasted against each other and comparisons are made with
the present schools of thought about the marketing of lesser-
known Tropical Hardwood species. As far as it is possible
comparable questions are examined in 'parallel' and the
reasons behind the results of those comparisons are stated.
Such comparisons provide useful information about the reasons
behind past unsuccessful introductions and identify areas of
conflict between the market sectors involved in the marketing
of lesser-known species. The result is the formulation of
a marketing strategy which is based on overcoming these con-
flicts and successfully promoting lesser-known species.

Finally, at the very end of the text, suggestions are
put forwards for further research in the area of Marketing

of Hardwoods and Timber in general,
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1.2 LESSER-KNOWN SPECIES - DEFINITIONS

Various terms have been used to define insufficiently
utilised wood species (FAO, 1974). Some of the terms are:
'"'secondary species'", ''weed species'", '"non-commercial species'",
"little-used species'", '"lesser-known wood species'", etc. But
none of the above terms are associated with an exact descrip-
tion of the reasons whichmake it difficult for particular
species to be accepted by the markets (U.K. or any other mar-
ket for that matter) and therefore such species are labelled
as lesser-known, secondary or little-used.

There are three major intermediaries involved in the pro-
duction, marketing and use of such species, these are: a) the
producers, b) the importers/merchants and <¢) the end-users.
Each of the above groups have somewhat different definitions
and perceptions of what a lesser-known specie represents, such
differences are the results of particular interests, needs,
objectives and attitudes of each group of intermediaries.

Therefore, it will be helpful to define separately what
this study regards as a lesser-known specie for each of the
above groups:

(a) suppliers/producers: The definition given by Erfurth &

Rusche (1976) is thought as appropriate, all wood species pro-
ducedin quantities below 1000m3 will be considered as lesser-used
(known) species.

(b) merchants/importers: The past experience of each indi-

vidual firm will be the deciding criterion here, If an
importer/merchant decides to promote a species that has never
in the past been introduced into the U.K., timber market then

this would clearly be a case of a lesser-known species,.



Also, any species that have not in the past been stocked by

a particular firm, although it has been imported on a regu-

lar basis by another firm in the trade, will still be regar-
ded as a lesser-known species (that is as far as this study
is concerned); the criterion will be whether the firm
regards itself as the first importer introducing the specie
into the UK market and whether it undertakes all the neces-
sary steps and procedures that are associated with the
introduction of lesser-known Hardwood species., Species can
be regarded as lesser-known even if they are re-introduced
(following an unsuccessful past attempt by the same or
another importer/merchant) into the UK market as the result

of advances in certain areas like transportation, kilning,etc.

(c) end-users: The perception of what constitutes a lesser-
known specie to an individual firm might be different to that
prevailing in the end-use segment in which the firm belongs.
Therefore, i) end-use segments: A species will be regarded
as a lesser-known one as long as no firm in the particular
segment has used it in the past. The species might be used
for some time by some other segment(s) of the market but
have never in the past been promoted to the firms of the
segment in question. Also, a specie which was tried in
the past and found to be unacceptable will still be regarded
as a lesser-known if it is re~-introduced under different con-
ditions (i.e. better shipping conditions, more technological
information about proper use of the species etc,),

ii) individual end-use firms: Any species of
which an individual end-user had no past experience,

even

thou.gh other firms in the same end-use segment were familiar

with them. The deciding factor will be the process of



adoption, if the firm has gone through all the various stages
of such a process, then the species will be regarded as a
lesser-known one,

This particular study deals only with importers/merchants
and end-users and therefore their interests, attitudes,
beliefs, etc. According to experience and knowledge about
lesser-known species we can draw a diagram to show the
various alternatives,

End-users (on the whole)

Well-known Lesser-known
species species
Well -known 1 2
species
Merchants/Importers
LLesser-known 3 4
species

(1) species which are well known to both importers/merchants

and end-users: these are species that are well established,

with known properties and uses, Such species have been
imported into the UK market for some time and these are the
ones which are becaning less available, like Utile, African

Mahogany, etc.

(3) species which are well known to the importers/merchants

but not to the end-users: there are three alternatives,

i) a specie which is sold to one segment of the end-
users is now introduced to other segment(s); the merchant/
importer has ample information about the species, he usually
stocks a wide range of sizes, qualities, etc. and has solved
all the problems associated with the supply and transporta-
tion of the species,

ii) a specie which is used exclusively by one customer

of the importer and is now introduced to a wider variety of

10



Customers in the same end-use segment: the suitability of
the species is already established, problems of supply etc.
are solved and the other end-users usually have heard about
the species (although they have not used it yet),

iii) a specie which is sold in overseas markets (by a
subsidiary of the UK importer/merchant) and is now intro-
duced to the UK timber users (either to all segments or
selective ones): there is no information about the reactions
of the UK users, the machinery and working practices of the
UK market will have to be taken into account and compared to
those of the countries which use the species, there are no
problems of supply etc.

(3) species which are little-known to the importers/mer-

chants but well-known to the end-users: such cases are very

rare since the traditional structure of the UK trade provides.
a flow of information from importers to end-users and not the
other way round, the only possible case would be an indivi-
dual end-user who decides to change the source of supply of

a particular species which only this particular end-user is
demanding; in such a case the importer/merchant will only
have to solve the problem of shipping the species into the

UK, there are no promotions that have to be undertaken (the
demand is assured).

(4) species which are little-known to both importers and

end-users: this is the question about which the present

research is attempting to provide some answers. A specie
which is fintroduced into the UK market for the very first
time is little-known in terms of technical and natural pro-
perties, The supply side is not yet solved satisfactorily
and end-users have no information about its processing prob-
lems and its possible applications.
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CHAPTER 2
THE U.K. TROPICAL TIMBER TRADE

Here the traditional use of the marketing elements
(product, promotion, distribution and price) is
discussed and some trends in the imports of Tropical

Hardwoods are presented.



2,1,1, THE PRODUCT

During the initial stages the product is in log form.
The logs are either imported into the UK in their Round Solid
form or they are first converted into lumber before they are
shipped. Log imports are currently restricted to countries
from W, Africa, while most of the lumber which is imported
from the Pacific and S.E. Asia is imported as kiln dried.
(For more information see section on UK timber imports- )

It is true to say that the generic product is basically
undifferentiated. Most of the UK importers of Tropical
Hardwoods follow the same channels and procedures in order to
obtain their supplies, This has become more apparent since
most of the forest concessions which were granted by the pro-
ducing countries were withdrawn; currently, there is little
control over the actual production of the material by the UK
importers.

Nevertheless, there are certain qualifications about the

undifferentiated nature of Tropical Hardwoods:

(a) the quality of the logs is not uniform, even for
logs growing side by side in the same forest, log
form can and usually does vary tremendously,

(b) species of the same family growing in different
areas and marketed under the same specie name can
have significantly different physical and techno-
logical characteristics (e.g. Obeche from Nigeria
and Samba from the Ivory Coast, Guarea from Liberia
and Bosse from Zaire, etc.),

(¢) the quality of work done before shipment (this
applies mainly to areas like conversion of logs

into lumber, kilning etc., but it is also important

12



when preservatives are used for low durability
logs) can vary from one producer to another,

(d) sizes, grades, availability etc. of stock at the
yard of the UK merchant are all very important
competitive factors, some end-use segments require
very strict specifications or/and a wide variety
of material.

(e) prompt collection of the parcels from the ports of
origin, freshly cut logs and proper storage during
the transportation will ensure the quality of the
timber at arrival.

It is therefore obvious that, because of the almost non-
existant control over the actual production, importers/ mer-
chants have to find other ways of differentiating themselves.
Any competitive advantage will come through a careful examina-
tion of their supplying sources so as to improve the quality
of their material. Such efforts frequently add to the costs.

Importers/merchants familiar with the problem of differen-
tiating themselves from their competitors, have attempted to
do so through better services to their customers (i.e. advice,
fast account dealings etc.). In the near future, the rapid
expansion of new markets like demand for semi-finished pro-
ducts, D.I.Y. market etc., will force executives to re-examine
their image and structure to suit those market developments.
Such developments will also provide the opportunity for
aggressive marketing and product differentiation.

But any such effort should always consider that timber
is a natural resource, not a man-made product, therefore it
lacks absolute uniformity in physical properties, It is
believed that this lack of uniformity is the main advantage

(attraction) of timber over many competitive materials.
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2.1.2, PROMOTION

I would like to make clear that in this section I will
only outline the current methods employed by the U.K. trade
in promoting tropical timber; no reference to the interna-
tional practices will be made.

Promotion of tropical timber is an area which, as Carr
(1979) said, the merchants are still reluctant to admit that
is essential, In any case, promotional activities in the
U.K. are mainly carried out by the Trade Associations reflect-
ing the interests of the agents, importers and merchants (TTF)
on the one hand and those representing the major end-users
(FIRA etc.) on the other, Research and development centres
like TRADA and BRE also play an active part.

The benefits of a dynamic approach to promotion are
emphasised by Yavoréky (1973), who recognises the need for
product differentiation, specially with the increasing emphasis
towards the marketing of semi-finished products (i.e. dimension
material, pre-finished products, components, parts etc.).

Even before such market trends became evident, Becker (1971)
pointed out the need for timber merchants to remain competi-
tive and satisfy the demand of an ever changing market, he
stated that there should be "... vigorous promotion and con-
stant analysis of the trends/changes of the trade...'",. In

a research he (Becker, 1971) found that timber consumers at
any level (i.e. architects, builders, the public, etc.) are
always particularly interested in products (timber) and ser-
vices which permit them to reduce or limit their costs, His
recommendations were: (i) advertising which emphasises product
identity through the use of brand names, (ii) quality labels
so as to achieve a shift from an anonymous commodity to iden-
tifiable products,

14



Now lets examine closer the promotional techniques

employed by the Timber Trade:

2.1.2.1, Advertising: two alternatives (not mutually exclu-

sive) can be identified here,

i) small advertisements in periodicals for distinct

target groups, e.g. small merchants, builders,

etc,; such advertisements form a two-step commu-
nication, usually are composed of only little text
and have no illustrations

ii) large-size publications in media with a wide circus

lation; such forms of advertising have been very
limited (only one firm I have seen advertising in
the Sunday Press, there was no mention of any
specific products, it was more of an image building
effort). On a more general way, some years ago
TRADA attempted to promote the image of ''wood'" and
the promotion was judged to be successful, But the
aim was not to promote a specific specie; therefore
we cannot say how effective a similar attempt will
be for individual wood-based products.
Some large end-users, mainly furniture manufacturers,
have been using the national press for their campaigns
but again the aim is to promote the end-product, no refe-
rence or particular emphasis is placed upon the fact that
the product is made out of Hardwood or Softwood etc. The
only evidence about the effectiveness of advertising comes
again from Becker (1973), he mentions the results of an
image-building advertising campaign in the German and
Swiss T.V. which proved to be discouraging because of

problems in measuring feedback.
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2.1.2.2. Sales Promotions: This area covers a number of pro-
motional techniques, the following are just a few of those
which the U.K, Timber Trade uses more often,

(i) Printed material, i.e. booklets, leaflets, etc.

on properties and technological information.» Such
material has been extensively used by individual firms
during the introductory stages of lesser-known species.
There are also examples of individual firms publishing
their own periodical with general information and tech-
nical data. For some time now, research establishments
have been producing a large volume of printed information,
but I have found (through my visits to various end-users)
that such data does not always have the desired effect
because it does not reach the target audience.

(ii) Exhibitions, shows, etc., during which a direct

contact with prospective customers is possible, and
technical data, samples, advice etc. can be exchanged;

but my personal experience during the last two Interbuild
exhibitions has been that such activities make very little
impact, there were only some encouraging contacts in the
overseas markets.

(iii) There are certain sections of the target groups

which experience has showed that cannot be reached to any
significant degree by either printed material or adver-
tisements; such people like interdor decorators, archi-
tects, building engineers and other similar groups of
professionals are very important to the application of
timber, therefore establishments like TRADA, BRE and

IWSc organise seminars and meetings specifically designed

to promote uses of timber to such people.
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2.1.2,.3., Personal Selling: This has traditionally been the

main form of timber promotion; the nature and importance
of such activity varies with the product line(s) offered
and the buying characteristics of the customers. As
Rich (1980-a) stated, the changing orientation of many
forest-product companies from being customer orientated
to placing greater emphasis on resources, makes the pic-
ture even more complex.

The role of personal selling, under different

product-customer circumstances can be illustrated by

Figo 2.1./10 (p.18)0

Rich (1970) says that there is an '"increasing degree
of creative selling'" along the two dimensions of customer
buying characteristics and product characteristics.
Although it is not in the original text, I believe that
the implied assumption is that the position of the various
products is not a rigid one, but it moves on a vertical,
"creative selling' axis according to the particular
characteristics of the customer-product combination.

That is, a routine call by an existing customer requiring
various standard sizes of a well stocked and/or known
specie will create few problems and therefore is repre-
sented at point (1), while the same product when it is
promoted to a new customer will be represented by the
position (2) on the table and so on, On the other
extreme, trying to persuade an end-user, who had no pre-
vious dealings with a supplier, either to switch his source
of supply or purchase an alternative specie to the one he
has been used to, will require much persuasion and a high

degree of ''creative selling'. When it comes to entirely
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new species (lesser-known), then the problems are even
greater because the product is new to both the supplier
and to the end-user, therefore the starting point will be
somewhere around the position (3) on the table for those
customers with whom there are some transactions at the
present and as the supplier moves to entirely new markets
and customers the problems will become more difficult to
overcome and there will be a movement to a position like
(4) etc.

Therefore we see that there is a degree of relativity

in the positioning of a specific product on the Fig.2.1/1.

the position on the horizontal (product) axis will depend
on the complexity of the product and the position on the
vertical (customer) axis will depend on the particular cha-
racteristics of the customer. As the two variables (pro-
duct and customer) will change with time, that is the pro-
duct will become more acceptable by the customer and there
will be less of a need for technical service, so will their
position on the table, A new customer requiring standard
lumber will start at position (2) and after a certain num-
ber of orders will move to position (1) etc. As for
lesser-known species, let us assume that a new customer is
approached by a supplier, starting at position (4), as the
two firms become more familiar with each other the position
becomes (3) and as the end-user becomes more familiar with
the properties of the lesser-known specie there is a fur-
ther movement to position (2) and finally if all of the
end-users adopt the lesser-known specie then it becomes an
established one and moves to position (1).

Personal selling has to consider the above factors so

as to adjust its approach to suit the particular circumstances
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2,1,3. DISTRIBUTICN

The traditional Agent-Merchant-End user structure of the
timber trade has resulted in certain changes in the distribu-
tiom pattern of Tropical Hardwoods into the U.K.

This section presents the traditional structure of the
distribution channels and the recent developments which have

taken place in the trade.

2.1.3,1, Channels of distribution

The traditional distribution channels of the U.K, market

are those illustrated in Fig.2.1/2 (Mallinson & Leigh, 1965).

The distribution has been viewed as a step-by-step physical
movement of materials with ownership or risk or sales effort
transferred successively through the structure mentioned. At
the same time a certain t ransformation of material takes place
(Peck, 1973) as the timber moves through the various stages of

the channel, Fig.2.1/3,

For the U.K. market, the shipper obtains t he material in
the tropical producing country and offers it for sale over-
seas, He may own forests or he may just convert logs into
lumber in his saw-mill, In West Africa shippers of sawnwood
are generally also the sawmillers while in the Far East these
two functions are more often separate. Because of the great
di stances involved and because the U.K. market is very frag-
mented, the shipper employs an agent to sell his product for
him, He pays the agent a commission*l of a percentage of
the f.o.b. or c.i.f. price of the sale. GATT (1967) stressed

the importance of mutual confidence in such transactions, and

*1 This commission is usually 4%.
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UCNW (1969) stated that it would probably be impossible to
sell without the intermediary role of the timber agent,
Traditionally the agent never owns the timber, the shipper
makes his contracts with the importers and is generally paid
at the time of export by a letter of credit from the agent.
The importer is then usually financed by the agent for a
period of approximately three months, at an interest rate of

1% above the base lending rate. The importer now buys from

the shipper through the agent, he purchases on a general
specification covering a number of the sizes and qualities
that the shipper offers. He stocks timber for sale through
the merchant to the end-users, Usually he places a contract
without even having seen the timber, many months in advance
and the price depends on market conditions, exchange rates and

specifications, The merchant buys from the importer,

although the importer is often a merchant himself. It is
important therefore to distinguish between timber merchants
who stock, re-sort and sell in small quantities specific sizes
and qualities and builder's merchants who sell all building
materials including small quantities of timber. Then come

the end-users, the consumers (i.e. joiners, cabinet makers,

builders etc.); they have specific requirements for size and
quality and in some cases will only accept such specifications.

The end-product is then sold to the general public. Finally,

regarding the role of the timber broker, he is usually employed
by an importer to find buyers for unwanted stocks, but the
importance of such intermediaries is very small regarding
tropical Hardwoods.

In real life the trade structure is not a clear-cut case

of activities. Merchants often sell to each-other, importers
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sell to big end-users directly etc. It is becoming a fre-
quent event that traditional intermediaries are by-passed
and a more direct link with exporters is gradually emerging.
Therefore, it might be more realistic to view distribution

as a series of flows (Rich, 1970) and analyse the transac-

tions on the basis of:

a) flow of materials

b) flow of ownership

c) flow of payment

d) flow of capital

e) flow of information.

Such an approach will be more useful to the individual
members of each stage of the channel, in order to provide a

guide to his own position against the other members of the

chain.

2.1.3.2. New institutions and functions

A number of factors have been causing changes in the
traditional structure described above, Developments like
the increasing importance of the repair and remodelling market
(DIY), the introduction of a large number of new products,
greater pressure to boost sales volume of established pro-
ducts and commodities, the trend towards larger production
units, advancing technology in transportation and communica-
tions and finally the gradual effort towards a better utili-
sation of timber as a raw material. Such developments have
produced a certain degree of intermediary stage bypassing.
For example, some large end-users buy directly from agents
or even have their own buying department that deals with the

shippers. Also increasing horizontal and vertical integration
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has been taking place.

The above developments are the result of a conscious
effort by the firms in the trade to exercise a larger degree
of control over their distribution network and to utilise
their resources in a more efficient way, To put all the
above together, the major timber market developments in the
last 15 years have been (Mallinson, 1979) -

(a) the formati on of major groups (horizontal integra-
tion) which reduce the number of companies trading indepen-
dently; such integration has been viewed by True (1980) as
resulting in a more professional approach, although he also
adds ""... only a few companies have been fully aware of the
true meaning of marketing..."

(b) some of the major enterprises have absorbed or
developed production facilities for joinery to be supplied
to the small builder down to the DIY purchaser; Carr(1979)
pays greater emphasis on a vertical integration between mer-
chants and builders than any other combination

(c) other firms have developed their own outlets to
incorporate builders merchanting and have set out to take a
substantial stand in the DIY retail trade

(d) some have concentrated on wholesaling and supply
through their own facilities down to the discriminating
smaller timber user but do not go into the DIY market. Some
of these tend to increase their overseas interests.

We see that there is a trend towards prepared material,
This will be speeded up by the increasing number of producing
countries which are turning to local processing (Moore &
Cheslyn, 1975). But for such a venture by the exporting

countries to be successful it will have to be followed by
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an increased level of collaboration and flow of information
between the producing countries and the U.K. importers/mer-
chants who will be prepared to promote such commodities.
This highlights the question of how close the traditional
supply side of the trade structure is to the end-users, so as
to know their particular requirements. On the opposite
side of the trade, there is an increasing number of merchants
who prefer to deal on a forward basis,. That is, the material
is sold directly to the customer without actually being stocked
in the merchants yard.

Finally, inflation, high interest rates and a general
shortage of credit facilities have caused stock levels to be

reduced (see table?Zﬁﬁ. And as Rich (1980) states, the

inventory-carrying function has been pushed back to the whole-

sale level of the trade. Retailers prefer to buy in small

quantities closer to the time of sale, but the specifications

of the end~users remain the same, Therefore the merchants

will still have to stock a wide range of sizes, grades, etc.
He concludes, therefore, that the larger firms which

are moving more aggressively into wholesale distribution are

also the ones which are strongly timber orientated rather

than end-market orientated. Such firms set up a system of

distribution centres so as to get the maximum return from

their timber assets.

2.1.3.3. Transportation of Tropical Hardwoods

It must be recognised that timber is a product with a
very high volume/value ratio, which means that shipping com-
panies would prefer to handle a more valuable, less bulky

product on which a higher rate of freight could be charged

24



without resistance. Ideally timber should be shipped regu-

larly, collected promptly and delivered to the U.K, ports in

good condition,

-I- Shipping services from West Africa

*
A group of seven shipping companies 2 organised into a

conference by the name of U.K, West Africa Lines (UKWAL) have
a virtual monopoly of the ocean transportation of Hardwoods
from West Africa to the U.K. ports and therefore operate a
cartel. The services that they provide are basically on an
outward cargo (from the U.K. to W. Africa) and the vessels
used are not specifically designed to carry timber. The
freight is calculated on the basis of various set rules,
according to the volume involved, the bundling etc. A mini-
mum Bill of Lading, acceptable without penalty, of 20M3 is
imposed; there is obvious preference to as large a Bill size
as possible.
Looking at their schedule for the period between the
1st January and 30th June 1981, two facts become apparent,
(a) the only ports in the U,K, with a regular service are
those of London and Liverpool, with only very limited
services to Hull and Dublin
(b) there is a great discrepancy between '"north and
"south' range African port‘servicesf3 with the ''northern"
range having both better service and disproportionately
lower freight charges
According to Roberts (1971) the average round trip sailing
time by UKWAL vessels is 85 days. Finally, the conference

operates a system of rebates to protect its monopoly status,

*
2 These shipping companies are: Elder Dempster Ltd., Palm
Line, Nigerian National Line, Heogh Line, Black Star Line,

Guinea Gulf Line, Zaire National Maritime Line.

*
3 Mouadhibou/Eq. Guinea range
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the "payer of freight" is granted an immediate rebate of 10%,
this is paid after three months and provided that the shipper
has not shipped outside the conference during that period.
During my discussions it was repeatedly indicated that all
these tactics have been proved to be detrimental to the ex-
pansion of the tropical timber trade from W. Africa to the
U.K.

-II- Shipping services from the Malayan Peninsular and

Papua New Guinea.

Until the beginning of the 70's the Far East Freight
Conference (FEFC) had almost a monopoly over those routes.
But when timber firms from the U.S, became involved in that
market, a dramatic decline in freights appeared. There are
no loyalty agreements and freights have become a matter of
competition, If there is enough timber to be colle cted the
shipping company is prepared to collect from any port. The
vessels used are charter type, with a more recent development
in the use of containers fa the transportation of Hardwoods.
A much wider range of U.K. ports is serviced, but a drawback
is the fact that payments are made in U.S. dollars which some-
times causes serious fluctuations in the c.i.f. price (accord-
ing to the prevailing exchange rates). Finally, for Papua
New Guinea there is only one line servicing the U.K.*4

I1I- Shipping services from South America

The service is run by the Brazilian Government, and it
is allocated to two conferences, the Brazil-Europe Conference
and the Amazone Conference. These two exclusively service
the U.K. ports. No outsiders are allowed to operate, but
the overall standards are not satisfactory and frequently the

material has to be re-shipped.

*4 The shipping firm is Ben Bulk Line.
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2.1.3.4, Location of the U.K. Tropical Hardwood Importing

Trade.

Timber importers are usually sited at the major ports.
In 1980/81, of the total number of 286 importer members of
the National Hardwood Importers Section of the TTF, 103 were
found to be based in London (35%), 79 were based in Liverpool
and Manchester areas (28%) and 37 were from the Scottish

section (12%). By looking at Table 2.1/1. we realise that

six ports, i.e. Hull, London, Newham, Shoreham and Liverpool

%

account for 74% of the total U.K. Hardwood imports.5
According to a BTDB (1972) study, by far the most important
factor influencing the choice of port of entry is the proxi-

mity to the stock yard. Other factors were, (i) lower level

of port charges, (ii) frequency of sailing, (iii) shorter
through transport times, and (iv) the overall facilities

available at the port,

® There is the problem that the statistics do not discrimi-
nate between tropical and non-tropical importes of Hardwoods.
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Area[Port

Scotland:

North-East: Middlesbrough

Humber:

East Anglia:Felixstowe

London:

Kent:

Table 2,1/1

U,K, Imports of Tropical Hardwood by Port of Entry

South Coast: Newhaven

—Hnnfi &
Dorset:

Western
Counties:

Bristol
Channel:

Liverpool:
Manchester:
N. lreland;
U.K. Total:

1975

it

Total} 49,128 6,6

2,239 0.3

Total} 13,854 1.8

Hull 46,855 6,3
Total] 49,828 6,7
17,365 2.3
Harwich 11,214 1.5
Ipswich 7.171 0.9
Total] 49,866 6.7

Totalf261,4683 35.0

Dover 11,040 1.5
Total] 15,328 2.0
25,022 3.3

Shorecham 18,524 2.5
Tota# 43,546 5.8

Southampton 12,854 1,7
Total | 16,468 2.2

Total 1,908 0,2

Bristol 32,579 4.3
Cardiff 72,103 9.6
Newport 31,110 4.2
Totll‘139,003 18.6
Total | 69,495 9.3
Total ] 13,027 1.7
Total | 16,227 2.2
747,387 1.0

M3
27,564

704
23,521

46,527
46,872

22,320

6,729
10,455
43,686

278,873

8,049
13,688

20, 087
43,587
63,674

12,702
13,522

1,364

21,228
65,248
57,508
145,265

126,970
19,874
26,339

840,676

¢ Includes hewn, sawn, planed or dressed Hardwood

§°\l rce:
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1976

&
3.3
0.1
2.8
5.5
5.6

2.6
0.8
1.2
5.2

33.2

0.9
1.6

2.4
5.2
7.6

2.5
7.7
6.8
17.3

15.1
2.4
3.

w.0

U.K, Year book of Timber Statistics - various,

1977
s

15,873 1.9

930 0.1
12,522 1.5

44,184
46,391

5.5
5.7

22,287
11,162
13,282
51,642

2.7
1.4
1.6

6.4
220,179 27.2

1.6
2.8

12,962
23,012

25,608
50,539
76,253

3.2
6.2
9.4

21,893
22,199

1,143

9,488
19,901
109,420
143, 302

1.2
2.5
13.5
17.7
148,476 18.4
1.5
3.3

808,351 X0.0

12,210
26,597

1978
M3 ]
12,728 1.5
1,468 0.2
13,780 1.7
31,740 3.8
32,466 3,9
15,784 1.9
7,776 0.9
18,939 2.3
49,559 5.9
211,309 25.5
14,908 1.8
27,046 3.2
22,7197 2.7
56,253 6.8
79,050 9.8
13,396 1.6
14,731 1.8
10,245 1.2
12,649 1.5
87,874 10.6
110,768 13.3
240,519 28,9
8,544 1.0
22,432 2.7

829,943 1000

M3
9,226

33,809
$0,480

16,516
20,046

12,953
17,129
18,371
57,609

269, 329

11,763
18,380

20,674
51,641

A 72,681
20,981
23,812
216

42,223
62,813
67,634
172,854

254,599
17,328
24,140

994,241

1979

)
2

0.9

3.4

2.4

4.2
6.3

6.8 ¢

17.4
25.6
1.7
2.4
0.0



2.1.,4. PRICE

The underlying f actors which determine prices and
pricing policies are examimndd separately in this sectien,
The value and implications of the findings will be used in

the formulation of a pricing policy for lesser-known species.,

2.1.4,1, Customer demand.

The demand for Tropical Hardwoods is a derived one.

The buying behaviour is dominated equally by economic factors,
tradition, habits and familiarity with certain species by
individual end-users (Rich, 1970), On the area of aggregate
and derived demand, Gregory (1972) has produced a useful
application of theory to the question of forest resources.

But the present study follows the more general approach
suggested by Hill et al.(1975). The characteristics of the
demand are grouped under general headings and examined
separately:

-1~ Demand and product characteristics: Work by Towler

(1974) provided a useful list of consumption coefficients,

Table 2.1/2 shows the various end-use segments and their

respective consumption coefficients, About endogenous com-
petitionf1 the CAS report (1980) stated that in respect to
income elasticity, wood based panelémzreater than paper-and-
board which in turn are greater than sawnwood, which means
that Tropical Hardwoods are more income inelastic compared
to other wood products. This seems to be true, since for

the last 8 to 12 months sawnwood has been holding its demand

compared to a sharp fall in the demand for panels.

*1 Competition between wood products is defined as endogenous,

compared to that from other materials (e.g. plastics, metal
etc.) which is defined as exogenous competition.
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Table 2.1/2. Tropical Hardwood Consumption Coefficients.

Input Confidence Limits
Coefficient at 95% level
1. Joinery M3 WRME? / £1000) (Y M/ WRME/£1000)
Window frames 5,57 T 6.30
Doors & door 8.73 T 0.30
Other 1.11 T o0.07
2. Flooring
Strips & blocks N, a2/ N.A
Mosaics N.A N.A
3. Building
Hous ing 0.013 pa .0.004
Private Commercial &
other buildings 0.016 I¢ . 0.004
Private industrial 0.014 I 0.009
Repair & maintenance 0.012 I 0,028
4. Shopfitting
Shop fronts 0.64 I o0.12
Other fittings 0.35 T o.16
5. Marine & freshwater N.A N.A
6. Furniture
Upholstery 0.39 I o.13
Bedroom/Kjtchen 0.58 T 0.20
Dining/Office 1,37 I o.55
Seating 0.92 I o0.12
7. Transport (M3 WRME/1000 units) (% M3 WRME/100 units)
Passenger - Car 0.21 I o0.08
- Buses 144,50 T 27.10
Commercial - Rigid 173.92 T 20.18
- Trailer 180,52 t138.6
8. Containers 35.94 T197.28
9. Rail N.A N.A

3/ WRME = Wood Raw Material Equivalent
N.A = Not Available
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Regarding exogenous competition, it is true that a sub-
stitution of traditional timber uses by other materials does
take place in the long-term, but not so much in the short-term,
What happens in the short-term is what Gregory (1972) calls
""constant total'' effect. That is the mix of the various
wood based products used can c hange, but the total amount of
timber used remains constant for the short-term at least.

~I1Is The customer(s): Two important dimensions need to

be considered, the proximity and the concentration of the end-
use segments (Fisher, 1976). The degree of importance of
those two dimensions is very much a matter of the end-use
segment under consideration, but on an overall basis importers/
merchants are close enough to the ultimate consumer to ''feel"
any short-term changes (proximity), while the concentration of

the various segments can be seen in Tables 2.1/3 and 2,1/4.

It is obvious that there is a close interdependence between
suppliers and buyers*.‘2 Economic and non-economic factors moti-
vating the buying decisions are well documented in most of the
general textbooks of industrial marketing; but only a few
papers exist regarding the Timber Trade (UCNW, 1977). In

this area, there is currently some emphasis on non-economic
aspects (Wassink, 1979-b-).

-I11- Purchasing system: It is broadly agreed throughout

the Trade that mutual trust between the parties involved is of
great importance, and could prove vital in the introduction of
lesser-known species because it canreduce the perceived risk
and the uncertainty involved.

The only available information about purchasing systems

employed by timber firms is provided by Cooper (1979), who

* . . . .
2 At this point, I must mention once again the vast amount

of information (both for the overall U.K, market and for
the individual segments) which can be found in Towler (1974),
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Table 2.1/3. Major U.K. Tropical sawnwood end-using

sectors - 1971,

Estimated no. of

End-use Sector Enterprises
Construction > 45,000
Joinery:/ b 500
Shopfitting T 1,000
Flooring 4 20
Aquatic construction t 300
D.I.Y. and repair/maintenance

Furni ture p 2,000
Transport ! 1,000
Shipbuilding { 40
Boatbuilding { 1,000
Piano manufacturers I 10
Coffin manufacturers> I 25
l/Including built-in units manufacturers,

2/

—"Excluding undertakers/ joiners.

Source: R.W. Towler (1974)
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states that all such systems have the following common elements;
(i) order replacement, (ii) follow ups, (iii) invoice handling,

and (iv) receipt and inspection,

2,1.4.2. Competition

Most of the Timber importers/merchants/agents are members
of the Timber Trade Federation (T.T.F.). The list of TTF
membership*3 for the year 1980/81 was complemented by the
Intercompany Comparison survey (ICC, 1980)”‘4 and some broad
conclusions were drawn, By breaking down the TTF membership,
it was possible to determine the nature of each firm and draw

up an overall table (Table 2.1/5). This table was then com-

pared to the one drawn from the ICC survey, Table 2.1/6.

FEach of the firms in the TTF list was checked whether it was
included in the ICC survey and it was found that 39 agents,
247 Hardwood importers and 32 merchants were included in both
lists. The total number of the above firms (318) comprises
those firms of the ICC survey with turnover over &M (64% of
the total number of firms and 99% of the turnover),

This is not an absolute rate for the whole of the Trade,
but by all estimates it is a reliable one, The problem which
nevertheless remains is that, even from those of the above
firms which can be said to stock Hardwoods we cannot determine

the relative importance of Hardwood sales to the overall turn-

over. Therefore, it becomes even more difficult to derive a
*3 . . . .
The list of members is broken down into: (i) the nature
of the firms activities, (ii) the firms product mix and

(iii) the location (see Appendix 2.1/1).

* 4 .
The firms sere selected on a turnover basis, groups of

companies were identified and this fact was taken into
account. But there was no indication whether the firm
was an agent or a merchant or an importer and furthermore

it was not possible to establish whether the firm stocked
any Tropical Hardwoods.
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Table 2,1/5, Membership in the U.K, Hardwood Trade

No. of TTFEF
Trade T.T.F. Section members
Timber Agents Hardwood agents and 47
Brokers Association
Hardwood importers National Hardwood 286
Importers Section
Merchants Merchants section 34
Total

n w
it o~
IS |

Source: Timber Trade Federation (T.T.F.) Annual Handbook
1980/81
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