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1.0 OBJECTIVES
The project's broad objective is to increase sawmill profitability 
by diversifying the present product mix to include non-traditional 
value-added products from existing commodity products. Specific 
objectives are:

. To identify market oriented products (sizes, lengths, 
characteristics, etc.) that may be produced to add value to 
the existing product line.

. To design a survey instrument for analysis using perceptual 
mapping techniques, to identify desired product attributes in 
two major use segments for lumber products.

2.0 BACKGROUND
Forintek's Sawmill Improvement Program has shown that sawmill 
profit is most sensitive to average lumber value or price. This 
is not surprising when one considers that lumber prices have not 
kept pace with general economy price inflation over the past ten 
years. Thus, the industry's profit margin has been squeezed 
between rising raw material and labour costs and static or 
declining commodity lumber prices.
By identifying both salient and subtle market needs and 
communicating those needs to the lumber industry, either in the 
form of new product opportunities or improved product attributes, 
it is expected that innovative, market driven firms will take 
action on this information to enhance and diversify their product 
mix. The information will further enable firms to diversify 
themselves and their products on another basis besides price, which 
will reduce their vulnerability to the cyclical commodity markets 
and increase their long-term mill viability. Being more market 
oriented (responsive) presumes moving closer to, and/or 
understanding better the market end-uses for one's products. New 
product opportunities or traditional product enhancements 
identified must obviously be those on which the firm can take 
effective action. So, it is important to keep in mind how distant 
the primary producer is from the end-use, both in terms of product 
and marketing capabilities, when making statements regarding new 
product opportunities or product enhancements.
In some lumber market segments, the use of this product attribute 
information may only lead to continued market share maintenance 
against non-wood substitutes. But given that a one percent 
reduction in Canadian softwood lumber shipments results in 
approximately a $65 million loss in the industry's revenue, the 
importance of market maintenance cannot be overlooked. Similarly, 
new and improved products may ultimately yield an increase in the 
industry's value of shipments. For example, as little as a $5/MBM
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price increase over the total Canadian softwood lumber shipment 
volume yields a lumber revenue increase of $125 million annually 
for the industry. Hence, the importance of developing new products 
and markets as well as maintaining present market position with 
product improvements should not be underestimated.

3.0 PROPOSED APPROACH
The project team will devise and refine a survey instrument for 
both builders (residential construction) and those serving the 
renovation market (home improvement market) to identify traditional 
product enhancements and new product opportunities in these two 
markets. This will include assembling a competitive product 
attribute matrix for receiving comments and perceptions from survey 
respondents. As part of the project, and where practical, samples 
of existing, enhanced, and new products will be prepared or 
purchased for attribute assessment by some of the survey 
recipients. The project will utilize an attribute-based perceptual 
mapping technique to identify possible viable product "holes" or 
"gaps" in the market. A brief market assessment for any identified 
new products, enhanced products or product holes will be conducted. 
This will include product prices, additional production costs and 
market potential for the selected products. A report will be 
prepared summarizing the year's work and recommendations for action 
by Forintek and industry, and it will consider whether the project 
should be continued in the following year.

4.0 PROGRESS IN 89-90
This project was initiated only in October 1989. During fiscal 
year 89/90, less than $10,000 or about a quarter of the project 
budget was spent. The majority of the work performed to-date has 
concentrated on the design of the project, project team 
familiarization with the methodology to be used in the market 
analysis segment of the study, and the development of a survey 
instrument for the two end-use market segments.
A structured interview survey tool was designed and used to elicit 
initial perceptions regarding product problems/opportunities in 
the Ottawa area residential construction market. Two major 
builders/framers and one architect were interviewed using this 
structured interview survey. The intent of this initial survey 
tool was to determine whether we should be targetting the 
residential construction market at all, to familiarize the project 
team members with building industry nomenclature and material use 
decision factors, and to provide scope for the major survey 
undertaking. To date, two builders/framers and one tract 
development architect were interviewed. During the interviews, it 
became clear that material use decisions were not left to one 
decision maker. Although the architect would provide basic

2



flexible designs and would layout the tract for development, after 
the development permit was received from the authorities, the 
builder/developer was free to choose the eventual home design and 
the materials used to build the homes. Because 95% of the
residential dwellings built in Canada follow this tract development 
path, it is important to understand who makes decisions regarding 
material use and who influences new product use. It is now evident 
that both the builder and architect determine, but not necessarily 
together, the materials to be used in housing construction.
The builders and architect we interviewed foresee few, if any, new 
product opportunities for softwood lumber products in residential 
construction/framing. However, in terms of traditional product
enhancements, they listed a number of present product problems that 
they believe need to be addressed and improved upon. The
improvements suggested include:

. reduced species-mix variation;

. less moisture content variation in studs and joists;

. more precise dimensions (especially in floor joists); and

. tighter interpretation of the grading rules to reduce problems 
with in-grade variation.

What the interviewers heard was that affordability/cost is the 
major concern of the builder. Hence, low cost commodity products 
and the builders' needs are well matched. While the concerns 
listed above point to a number of product quality/standardization 
enhancements, little in the way of new, value-added product 
opportunities were uncovered. Both the builders and the architect 
admitted they were not the innovators in the local market, nor were 
they yet targetting the more affluent trade-up housing segment 
where higher quality, higher value-added products are more likely 
to be used. Categorically, they characterized themselves as cost 
competitive followers in the first-time buyer housing segment.
It is believed that a greater opportunity for new value-added 
products will be found in the residential construction trade-up 
segment and amongst the innovators (trend setters) in the industry. 
It is important, then, that the study locate and survey this 
influential group. Similarly, the consumer dominated market in 
repair, improvement and renovation served primarily by retail 
outlets is believed to offer substantial opportunity for value- 
added products. This market too is slated for analysis, but to 
this date, no formal contact has been made with major retailers or 
consumers.
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